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FOREWORD 


The Federal Power Act was originally enacted as the Federal 
Water Power Act, approved June 10, 1920 (41 Stat. 1063, 16 U.S.C. 
791-823). The Federal Power Commission was reorganized January 
1, 1931, as an independent Commission under the act approved June 
23, 1930 (46 Stat. 797). By title II of the Public Utility Act of 1935, 
approved August 26, 1935 (49 Stat. 838), the original Federal Water 
Power Act was made part I of the “Federal Power Act” and parts 
II and III were added. The Federal Power Act was amended May 28, 
1948 (62 Stat. 275), August 7, 1953 (67 Stat. 461), August 15, 1953 
(67 Stat. 587), June 4, 1956 (70 Stat. 226), and August 28, 1958 (72 
Stat. 941 at 947). The Commission also administers the Natural Gas 
Act, approved June 21, 1938 (52 Stat. 821, 15 U.S.C. 717-717w), as 
amended February 7, 1942 (56 Stat. 83, 15 U.S.C. 717f), July 25, 1947 
(61 Stat. 459, 15 U.S.C. 717f), March 27, 1954 (68 Stat. 36, 15 U.S.C. 
717(c)), and August 28, 1958 (72 Stat. 941 at 947; 15 U.S.C. 717r), 
and has certain duties under the Tennessee Valley Authority Act, 
approved May 18, 1933 (48 Stat. 1075), and amendments thereto; 
the Bonneville Act, approved August 20, 1937 (50 Stat. 731); the 
Fort Peck Act, approved May 18, 1938 (52 Stat. 403); and under 
various Flood Control and River and Harbor Acts (notably the 
Flood Control Act of 1944, approved December 22, 1944 (58 Stat. 
887) ), and other statutes, as well as Executive Orders. 

This volume, the twenty-first of a series, contains all the formal 
opinions and accompanying orders of the Federal Power Commission 
rendered January 1, 1959, to June 30, 1959, inclusive. In addition 
to the formal opinions, there have been included intermediate de- 
cisions which have become final and selected orders of the Commis- 
sion issued during such period. 


XXX 

















































Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


THE OHIO FUEL GAS COMPANY, DOCKET NO. G-16284 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 2, 1959) 


On September 10, 1958, The Ohio Fuel Gas Company (Applicant) filed 
an application in Docket No. G—16284, pursuant to Section 7(c) of the Natural 
Gas Act, for a certificate of public convenience and necessity authorizing the 
construction and operation of approximately 4.4 miles of 20-inch loop trans- 
mission pipeline in Montgomery County, Ohio, together with appurtenant facili- 
ties extending existing line A-97 which partially loops existing line A-77 between 
existing lines A-80 and Z—50 near Dayton, Ohio. 

The purpose of the construction proposed herein is to provide sufficient pipe- 
line capacity in this portion of Applicant’s system to permit the delivery of in- 
creased daily contract demand quantities of natural gas to Dayton Power and 
Light Company (Dayton), an existing wholesale customer. 

It appears that Dayton has recently agreed to sign'a service agreement in- 
creasing its maximum contract demand volume from 321,600 Mcf per day to 
340,000 Mcf per day, commencing November 20, 1958. 

The estimated total cost of the construction proposed herein is $360,000, which 
will be supplied by Applicant’s parent, The Columbia Gas System, Inc., in ac- 
cordance with its customary financing arrangements with its subsidiaries. 

The gas supply of The Columbia Gas System available to Applicant to meet 
Dayton’s estimated increased requirements is reasonably adequate to support 
the investment proposed herein. 

Temporary authority to construct and operate the facilities proposed in this 
application was granted to Applicant by the Commission on October 23, 1958. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
December 18, 1958, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission's 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, The Ohio Fuel Gas Company, an Ohio corporation having its 
principal place of business in Columbus, Ohio, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of August 21, 1945, in Docket No, G-371 (4 FPC 1033). 

(2) The facilities hereinbefore described, and as more fully described in the 
application and exhibits in this proceeding, are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, as integral parts of Applicant’s existing pipeline system, 
and the construction and operation thereof by Applicant are subject to the re- 
quirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The construction and operation of the facilities and the transportation 
and sale of natural gas as proposed by Applicant are required by the public con- 


1 


2 FEDERAL POWER COMMISSION 


venience and necessity and a certificate therefor should be issued as hereinafter 
ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c)(3), (c) (4), and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the issuance of the certificate issued hereinafter and to 
the exercise of the rights granted thereunder, and that the time within which 
the construction of the facilities authorized by this order should be completed 
and placed in actual operation should be fixed at six months from the date on 
which this order issues. 

(6) A request during the public hearing by staff counsel for the omission 
of the intermediate decision procedure herein was unopposed by any party of 
record, and not having been denied by the Commission is granted pursuant to 
Section 1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing The Ohio Fuel Gas Company to construct and operate 
the proposed facilities and to transport and sell natural gas as hereinbefore de- 
scribed, all as more fully described in the application and exhibits in this pro- 
ceeding, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (3), (ce) (4), and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act is 
hereby fixed at six months from the date on which this order issues. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, DOCKET NO. 
G-16309 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 2, 1959) 


Transcontinental Gas Pipe Line Corporation (Applicant), a Delaware cor- 
poration, with its principal place of business in Houston, Texas, filed on Sep- 
tember 16, 1958, an application pursuant to Section 7(c) of the Natural Gas Act, 
for a certificate of public convenience and necessity for authority to render in- 
creased storage service from its Leidy Storage Pool under its LS Rate Schedule. 
The LS service was authorized originally In the Matters of Transcontinental Gas 
Pipe Line Corporation, Docket Nos. G—13143, et al., (Opinion No. 315) on Sep- 
tember 4, 1958, 20 FPC 264. 

Applicant seeks authorization to provide its following customer companies 
with additional storage service from the Leidy Pool, as set forth in the tabulation 
below : 
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Volumes in Mef per day @ 14.7 psia 
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1 In the Matter of Transcontinental Gas Pipe Line Corporation, Docket Nos. G-13148, et al. 


The volumes of gas to be injected into and withdrawn from the Leidy Pool 
under the authority requested will be provided by the three customers from the 
volumes of contract demand gas presently allocated to such customers. There- 
fore, this additional storage service will not affect Applicant’s over-all system 
gas reserves. Letter agreements attached to the application indicate the cus- 
tomers’ willingness to provide the volumes. 

No additional facilities are proposed ; consequently, there will be no increase 
in investment or financing. 

The increase in service proposed will be rendered under the rate schedule 
applicable to the Leidy Storage service as provided by the Commission’s order 
in Docket Nos. G—13143, et al. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
December 19, 1958, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff Counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision pursuant to Section 1.30(c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Applicant, a Delaware corporation, with its principal place of business in 
Houston, Texas, is a “natural-gas company” within the meaning of the Natural 
Gas Act as heretofore found by the Commission. 

(2) The increased natural gas storage service for existing customers as here- 
inbefore described and as more fully described in the application herein will be 
made in interstate commerce, subject to the jurisdiction of the Commission, and 
such increased service by Applicant is subject to the requirements of Subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and the 
requirements, rules and regulations of the Commission thereunder. 

(4) The increased service of natural gas hereinbefore described is required 
by the public convenience and necessity and a certificate therefor should be 
issued as hereinafter ordered and conditioned. 

(5) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of said Rules. 
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The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued to Transcontinental Gas Pipe Line Corporation upon the terms 
and conditions of this order, authorizing the increased natural gas storage 
service for existing customers as hereinbefore described and as more fully 
described in the application and exhibits in this proceeding. 

(B) The general terms and conditions set forth in paragraphs (a), (c) (3) 
and (e) of Section 157.20 of the Commission’s General Rules and Regulations, 
including Rules of Practice and Procedure, shall attach to the issuance of the 
certificate granted in paragraph (A) hereof, and to the exercise of the rights 
thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


CUMBERLAND AND ALLEGHENY GAS COMPANY, DOCKET NO. G-16431 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 2, 1959) 


On September 25, 1958, Cumberland and Allegheny Gas Company (Applicant) 
filed in Docket No. G—16431 an application pursuant to Section 7(c) of the 
Natural Gas Act for a certificate of public convenience and necessity author- 
izing the construction and operation of a measuring and regulating station and 
25 feet of 2-inch pipe from a point of connection on Applicant’s 10-inch main 
pipeline in Black Fork District, Tucker County, West Virginia, to provide inter- 
ruptible natural gas service to Kingsford Company, an industrial firm, for use 
in the manufacture of charcoal briquettes and for space heating. 

The estimated cost of the proposed facilities is $2,128, which would be fi- 
nanced from Applicant’s current working funds. The estimated peak day and 
annual natural gas requirements under this application are 100 Mcf and 24,000 
Mcf, respectively, increasing to 135 Mcf per day and 30,000 Mcf annually in 
future years. 

The quantity of natural gas involved herein should not appreciably affect 
Applicant’s over-all gas reserves or its capacity to serve existing customers. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
December 23, 1958, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Cumberland and Allegheny Gas Company, a West Virginia 
corporation with its principal place of business in Pittsburgh, Pennsylvania, 
is a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofvure found by the Commission in its order issued January 5, 1944, in 
Docket No. G-387 (4 FPC 472). 

(2) The facilities hereinbefore described, as more fully described in the appli- 
cation and exhibits in this proceeding, are proposed to be used in the transporta- 
tion of natural gas in interstate commerce, subject to the jurisdiction of the 
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Commission, as integral parts of Applicant’s existing pipeline system and the 
construction and operation thereof by Applicant are subject to the requirements 
of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities by Applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c)(3), (c)(4) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
(18 CFR 157.20) should attach to the certificate hereinafter issued to Applicant 
and to the exercise of the rights granted thereunder, and that the time within 
which construction of the facilities authorized by this order shall be completed 
and placed in actual operation should be fixed at 6 months from the date on 
which this order issues. 

(6) The volume of natural gas to be delivered by Applicant to Kingsford 
Company should be limited to a maximum of 135 Mcf per day. 

(7) A request during the public hearing by staff counsel for the omission of 
the intermediate decision procedure herein was unopposed by any party of 
record and, not having been denied by the Commission, is granted pursuant to 
Section 1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Cumberland and Allegheny Gas Company to construct 
and operate the facilities hereinbefore described, as more fully described in the 
application in this proceeding and the exhibits appended thereto, for the trans- 
portation of natural gas as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (3), and (c) (4) and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act shall attach to the issuance of the certificate 
granted in paragraph (A) hereof and to the exercise of the rights granted 
thereunder. 

(C) The time within which the facilities hereby authorized shall be constructed 
and placed in actual operation as provided by paragraph (b) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act is hereby fixed at 
6 months from the date on which this order issues. 

(D) The volume of natural gas to be delivered by Applicant to Kingsford 
Company is hereby limited to a maximum of 135 Mef per day. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


GULF STATES UTILITIES COMPANY, DOCKET NO. E-6855 
ORDER AUTHORIZING THE ISSUANCE OF PREFERRED STOCK AND FIRST MORTGAGE BONDS 
(Issued January 2, 1959) 


Gulf States Utilities Company (Applicant), incorporated under the laws of the 
State of Texas and qualified to do business in the State of Louisiana, with its 
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principal place of business at Beaumont, Texas, filed an application on November 
26, 1958, as amended December 11, and December 29, 1958, for an order, pursuant 
to Section 204 of the Federal Power Act, authorizing the issuance and sale at 
competitive bidding of 100,000 shares of Preferred Stock, par value $100 per share, 
and of $10,000,000, principal amount of First Mortgage Bonds, Series due 1989. 

Applicant proposes to issue the Bonds under the provisions of its Indenture of 
Mortgage, dated September 1, 1926, as heretofore supplemented, and as to be 
further supplemented by a proposed Seventeenth Supplemental Indenture to be 
dated January 1, 1959. 

Applicant proposes, on or about January 5, 1959, to invite sealed bids for the 
purchase of each of the proposed issuances, Preferred Stock or Bonds, by news- 
paper publication and by distribution of a Public Invitation containing a statement 
of terms and conditions relating to bids for each of the proposed issuances, 
together with an individual Form of Bid and a separate form of purchase contract 
for each of the issuances here proposed. 

All bids, whether from a single bidder or a group of bidders, must be in duplicate 
on the appropriate Form of Bid provided by Applicant, with each counterpart 
signed by the bidder or by the Representative in the case of a group of bidders; 
and all bids must be for the purchase of all the Preferred Stock, or all the Bonds, 
as the case may be. Each Preferred Stock bid must specify, among other things, 
(1) the dividend rate to be borne by the proposed Preferred Stock expressed as a 
multiple of $.04; (2) the price per share exclusive of accrued dividends to be paid 
Applicant for the Preferred Stock, which price shall be not less than $100 per share 
nor more than $101.50 per share; and (3) that accrued dividends on the Preferred 
Stock from December 15, 1958, to the date of payment therefor and delivery 
thereof will be paid to Applicant. 

Each Bond bid must specify, among other things, (1) the interest rate to be 
borne by the Bonds, which rate shall be a multiple of 4th of 1%; (2) the price 
exclusive of accrued interest to be paid Applicant for the Bonds, which price 
shall be not less than 100% nor more than 10214% of the principal amount 
thereof; (3) that either the initial public offering price of the proposed Bonds 
will not exceed the amount of the bid for the Bonds plus 144% of the principal 
amount thereof, or that no public offering for resale is intended; and (4) that 
Applicant shall be paid the amount of the accrued interest on the Bonds from 
January 1, 1959, to the date cf payment therefor and delivery thereof. 

Unless postponed, all bids for’ the purchase of the proposed issuance of 
Preferred Stock must be presented before 11:00 A.M., New York Time, on 
January 13, 1959, to Applicant at The Hanover Bank, Room A, 70 Broadway, 
New York, New York; and unless postponed, those for the purchase of the Bonds 
must be presented before 12:00 Noon, New York Time, on January 19, 1959, 
to Applicant at the same address. Unless Applicant shall reject all bids for the 
proposed issuances of Preferred Stock or Bonds (which it reserves the privilege 
to do) or shall exclude a bid or bids for reasons specified in the Public Invitation 
for bids, it will accept the bid for either issuance which furnishes it with the 
lowest annual cost of money. 

Each bid for the purchase of the proposed Preferred Stock and each bid for 
the purchase of the proposed Bonds must be accompanied by a certified or official 
bank check or checks in the aggregate amount of $500,000. 

Applicant will apply the proceeds to be obtained from the proposed issuances 
of Preferred Stock and Bonds, estimated to aggregate approximately $19,900,006, 
to (1) repay approximately $11,000,000, principal amount of Promissory Notes, 
expected to be outstanding prior to the date of sale of either of the proposed 
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securities; * and (2) carry forward its present construction program, which is 
anticipated to require about $108,000,000 for the years 1958-59. The afore- 
mentioned amount will include expenditures for the following main items: 
$58,400,000 for electric and steam production plant; $45,200,000 for electric 
transmission and distribution facilities; $2,000,000 for other electric improve- 
ments ; and $2,900,000 for gas plant. 

Written notice of the application has been given to the Louisiana Public 
Service Commission and the Texas Railroad Commission, and to the Governor 
of each of those States. Notice has also been given by publication in the Federal 
Register on December 9, 1958 (23 F.R. 9526), stating that any person desiring 
to be heard or to make any protest with reference to the application should file 
a petition or protest on or before December 23, 1958, with the Federal Power 
Commission, Washington 25, D.C. No protest, petition or request to be heard in 
opposition to the granting of the application has been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission, as 
heretofore described and set forth in the Commission’s order issued November 
27, 1957, Gulf States Utilities Company, Docket No. E-6785 (18 FPC 701). 

(2) The proposed issuance and sale of Preferred Stock and the proposed 
issuance and sale of Bonds, all as described above, will constitute issuances of 
securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issues here involved are regulated by a State commission 
within the meaning of Section 204(f) of the Act; and the proposed issuances of 
Preferred Stock and Bonds are, therefore, not exempt by virtue of that Section 
from the requirements of Section 204 of the Act. 

(4) The proposed issuance and sale of Preferred Stock, and the proposed 
issuance and sale of Bonds, all as hereinafter authorized, will be for a lawful 
object, within the corporate purposes of Applicant and compatible with the 
public interest, which is appropriate for and consistent with the proper per- 
formance by Applicant of service as a public utility and which will not impair 
its ability to perform that service, and is reasonably appropriate for such 
purposes. 

(5) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance and sale of Preferred Stock, and the proposed 
issuance and sale of Bonds, all as described above, upon the terms and conditions, 
and for the purposes specified in the application, are authorized, subject to the 
provisions of this order. 

(B) The proposed issuance and sale of Preferred Stock and the proposed 
issuance and sale of Bonds at competitive bidding shall not be consummated 
until : 

(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2(k) (3) of the Commission’s Regulations under the Federal Power 
Act relating to compliance with competitive bidding requirements, and Section 


*By order issued November 26, 1958, In the Matter of Gulf States Utilities Company, 
Docket No. E-6848, the Commission authorized Applicant to issue Promissory Notes in 
the aggregate principal amount of not to exceed $20,000,000 outstanding at any one time, 
subject to the condition that the final maturity of all such Notes be not later than 
December 1, 1959, 20 FPC 759. 
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34.2(k) (4) of those Regulations relating to affiliation, and shall have either 
filed such amendments or shall have mailed them and advised the Commission 
by telephone and telegraph, as contemplated in Section 34.9 of the Regulations. 

(ii) The Commission, by further orders, shall have approved (1) the price 
to be received by Applicant for the proposed issuance of Preferred Stock and the 
dividend rate thereon; and (2) the price to be received by Applicant for the 
proposed issuance of Bonds and the interest rate thereof. 

(C) These authorizations shall expire unless the transactions hereby author- 
ized are consummated within 90 days from the date of issuance of this order. 

(D) The foregoing authorizations are without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any other matter 
whatsoever now pending or which may come before this Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-11797 


ORDER AMENDING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY AND ACCEPTING 
RATE SCHEDULE FOR FILING 


(Issued January 2, 1959) 


El Paso Natural Gas Company, El Paso, Texas, on December 4, 1958, filed a 
petition to amend the certificate of public convenience and necessity issued to it 
in Docket No. G-11797 on March 26, 1958, 19 FPC 393. El Paso also filed on 
December 4, 1958 Third Revised Sheet No. 27-G of its FPC Gas Rate Schedule 
G-X-1 to supersede Second Revised Sheet No. 27-G to its FPC Gas Tariff, 
Original Volume No. 1, and service agreements, dated November 1, 1958, with 
Pacific Gas and Electric Company, San Francisco, and with Southern California 
Gas Company and Southern Counties Gas Company of California, Los Angeles, 
as joint buyers. 

The Commission on March 26, 1958, issued to El Paso in consolidated Docket 
Nos. G-11797 and G—12580 a certificate of public convenience and necessity au- 
thorizing El Paso to construct and operate facilities for the transportation and 
sale of an additional 185,000 Mcf of natural gas per day to customers in Cali- 
fornia and Arizona. Of the additional gas, 75,000 Mcf was to be delivered to 
_ Pacific Gas and Electric Company, 75,000 Mcf was to be delivered to Southern 
California Gas Company and Southern Counties Gas Company of California 
(hereinafter referred to jointly as “Southern”) and 35,000 Mcf was to be deliv- 
ered to customers in Arizona. On August 29, 1958, the Commission, upon El 
Paso’s petition, amended the certificate which it had issued in Docket No. 
G-11797 to delete some of the certificated facilities and to authorize the con- 
struction and operation of other facilities in lieu thereof and to authorize the 
abandonment of certain facilities. 

Item (G) of the Commission’s order issued March 26, 1958, in Docket No. 
G-11797 provides as follows: 


Finally, to clarify our order issued June 29, 1953 in Docket No. G—2106 
and service agreements filed subsequent thereto: El Paso is herein authorized 
to sell up to a total of 1,030,000 Mcf per day at 14.9 psia to Southern 
(including the 75,000 Mcf involved in Docket No. G—11797) and to sell up 
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to a total of 1,025,000 Mcf per day at 14.9 psia to Pacific (including the 75,000 
Mcf involved in Docket No. G—11797). In Docket No. G—2106, by order 
issued June 29, 1953, as amended on March 2, 1956, the Commission permitted 
El Paso to deliver more than authorized volumes to Southern or to Pacific, 
so long as the total deliveries to both companies on any one day did not 
exceed the authorized daily total to both companies. By letter agreement 
dated October 27, 1957 between El Paso and Southern, filed as a service 
agreement by El Paso, El Paso agreed to sell up to 200,000 Mcf per day of 
additional gas to Southern on an interruptible basis under its G—X-1 rate 
schedule over and above the authorized volume for Southern. By letter 
agreement dated December 20, 1957 between Pacific and El Paso, filed as a 
service agreement by El Paso, El Paso agreed to deliver an additional 75,000 
Mcf per day of gas to Pacific on an interruptible basis under its G-X-1 rate 
schedule over and above the authorized volume for Pacific. El Paso advised 
the staff that these agreements contemplate that the total volumes delivered 
to both Southern and Pacific on any one day shall not exceed the combined 
total daily volume previously authorized to be sold to both companies. We 
hereby order that El Paso may continue to render the service contemplated 
under the two aforementioned letter agreements, so long as the total deliv- 
eries on any one day to both companies do not exceed the herein authorized 
combined total of 2,055,000 Mcf per day for both companies. 


El Paso says that since the issuance of the certificate for public convenience 
and necessity in Docket No. G—11797 it has attempted to negotiate with Southern 
and Pacific service agreements which would cover and include the additional 
quantities of gas which it was authorized to sell to Southern and Pacific in 
Docket No. G—11797 as well as the quantities of gas that it had theretofore been 
authorized by the Commission to sell to those customers, but it has not yet been 
possible for the parties to execute formal service agreements covering the addi- 
tional quantities of gas authorized in Docket No. G—11797. 

The quantities of gas which El Paso was authorized to sell to Southern and 
Pacific prior to the authorization issued in Docket No. G-11797 are covered by 
service agreements dated July 1, 1957, which are on file with the Commission. 

As the Commission recognized in its order issued March 26, 1958, in Docket 
No. G—11797, El Paso now has on file with the Commission a currently effective 
service agreement with Southern which provides for the sale by El Paso to 
Southern of up to 200,000 Mcf of natural gas per day on an interruptible basis 
under El Paso’s G—X-1 rate schedule. That agreement is dated October 25, 1957, 
and by its terms it will expire December 31, 1958. 

El Paso also has on file with the Commission a currently effective service 
agreement with Pacific which provides for the sale by El Paso to Pacific of up 
to 75,000 Mcf of natural gas per day on an interruptible basis under El Paso’s 
G-X-1 rate schedule. That agreement is dated December 20, 1957, and by its 
terms it also will expire December 31, 1958. 

El Paso has entered into service agreements dated November 1, 1958, with 
Southern and Pacific which are intended to continue for the period from Janu- 
ary 1, 1959, to June 30, 1959, the same gas service provided for on an interrupti- 
ble basis under El Paso’s rate schedule G—X-1 in the service agreements which 
will expire December 31, 1958. 

El Paso filed with the Commission copies of the service agreements dated 
November 1, 1958, and it petitions the Commission to amend the certificate 
issued March 26, 1958, in Docket No. G—11797, to the extent of authorizing 
El Paso to continue to render the service contemplated in said agreements 
dated November 1, 1958, for the period from January 1, 1959, to June 30, 1959, 
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inclusive, so long as the total deliveries on any one day to Southern and Pacific 
do not exceed the combined total of 2,055,000 Mcf per day as heretofore author- 
ized. The petition does not contemplate that the total volumes of natural gas 
delivered on any one day to Southern and Pacific will exceed the volumes of 
gas previously authorized to be sold by El Paso to those companies. 

Rate schedule G—X-1 is available for interruptible service at the Arizona- 
California boundary to customers receiving gas under El Paso’s rate schedules 
designated with the prefix G and is available only during 1958. The rate is 
27.23¢ per Mcf subject to refund in Docket Nos. G-4769 and G-12948. Third 
Revised Sheet No. 27-G of El Paso’s rate schedule G—X-1 which was filed 
December 4, 1958, extends the term to Docember 31, 1959. El Paso agrees to 
refund any revenues collected under the proposed rate which are ultimately 
found to be unjust and unreasonable in Docket No. G—12948. El Paso states 
that no change in rate or charge is contemplated and that it is not possible at 
this time to estimate the sales and revenues under the proposed filing. 


The Commission finds: 


(1) El Paso Natural Gas Company, a Delaware corporation having its princi- 
pal place of business in El Paso, Texas, is a natural gas company within the 
meaning of the Natural Gas Act as heretofore found by the Commission. 

(2) It is appropriate in carrying out the provisions of the Natural Gas Act 
and in the public interest that the certificate of public convenience and necessity 
issued to El Paso Natural Gas Company on March 26, 1958, in Docket No. G—11797, 
be amended as hereinafter ordered. 

(3) It is appropriate in carrying out the provisions of the Natural Gas Act 
and in the public interest that Third Revised Sheet No. 27-G to El Paso’s FPC 
Rate Schedule G—X-1, superseding Second Revised Sheet No. 27-G to its FPC 
Gas Tariff, Original Volume No. 1, and the proposed service agreements with 
Pacific and the Southern Companies be accepted for filing to become effective 
as hereinafter ordered. 

(4) Good cause exists to omit general notice by publication of and public hear- 
ing on El Paso’s petition to amend the certificate issued March 26, 1958, in Docket 
No. G—11797, and the filing of Third Revised Sheet No. 27—G of El Paso’s FPC Gas 
Rate Schedule G—X-1 to supersede Second Revised Sheet No. 27-G and the pro- 
posed service agreements. Such notice and hearing are unnecesary inasmuch 
as the proposed amendment and the filing do not involve any new service, or a 
change in service, or any new rate or charge, or a change of rate or charge, but 
merely continue in effect service now being rendered and rates now being charged 
for such service which service and rates would otherwise expire December 31, 
1958. Furthermore, it is impracticable to publish general notice of and hold a 
public hearing on said petition and filing prior to December 31, 1958, when the 
service and rates provided for therein would otherwise expire. 


The Commission orders: 


(A) The certificate of public convenience and necessity which was issued to 
El Paso Natural Gas Company on March 26, 1958, in Docket. No. G-11797, is 
hereby amended to authorize El Paso to render during the period January 1, 1959 
to June 30, 1959, inclusive, the service provided for in the service agreement 
dated November 1, 1958, between El Paso and Pacific Gas and Electric Company, 
and in the service agreement date November 1, 1958, between El Paso and 
Southern California Gas Company and Southern Counties Gas Company of Cali- 
fornia, provided, however, that the total deliveries of natural gas on any one day 
to all three companies shall not exceed 2,055,000 Mcf. Said service agreements 
dated November 1, 1958, shall become effective on the date that this order is 
issued. All other provisions of the certificate which was issued to El Paso on 
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March 26, 1958, in Docket No. G-11797 and the order issuing it, as amended by 
the Commission’s order issued August 29, 1958, remain unchanged and in full force 
and effect. 

(B) Third Revised Sheet No. 27-G to El Paso’s FPC Gas Rate Schedule G-X-1, 
superseding Second Revised Sheet No. 27-G to its FPC Gas Tariff, Original 
Volume No. 1, is hereby accepted for filing and shall become effective on the date 
that this order is issued. 

(C) El Paso shall refund at such times and in such amounts to persons entitled 
thereto and in such manner as may be required by final order of the Commission 
in the proceeding in Docket No. G—12948, the portion of the increased rates and 
charges made effective as of January 1, 1958 which may be found by the Com- 
mission in said proceeding to be not justified as provided in the Commission’s 
“Order making effective proposed tariff changes upon filing of bond or equivalent 
assurance of refund of excess charges”, issued December 31, 1957 in Docket No. 
G-12948, 18 FPC 838, and in the Commission’s “Order allowing substitution of 
undertaking for bond to assure refund of excess charges and terminating liability 
under bond upon filing undertaking”, issued December 29, 1958 in Docket No. 
G-12948, 20 FPC 869. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


FT. BRANCH NATURAL GAS COMPANY, INC., DOCKET NO. G—15376 


FINDINGS AND ORDER DIRECTING PHYSICAL CONNECTION OF FACILITIES AND SALE AND 
DELIVERY OF NATURAL GAS 


(Issued January 2, 1959) 


Ft. Branch Natural Gas Company, Inc., (Applicant) an Indiana corporation 
with a principal office in Ft. Branch, Indiana, filed an application and a supple- 
ment thereto on June 27 and September 2, 1958, respectively, pursuant to Section 
7(a) of the Natural Gas Act for an order of the Commission directing Texas 
Eastern Transmission Corporation (Texas Eastern) to establish a physical 
connection of its existing facilities with proposed facilities of Applicant and to 
sell and deliver to Applicant volumes of natural gas for distribution and resale 
in the communities of Ft. Branch and Haubstadt, Indiana, all as more fully 
represented in the application and supplement on file with the Commission. 

Applicant proposes to construct and operate approximately 3.7 miles of 3-inch 
lateral pipeline extending from a proposed connection with Texas Eastern’s 
24-inch main line just north of Ft. Branch, south through Ft. Branch to the city 
gate of Haubstadt. In addition, it will also construct the necessary distribution 
facilities to provide natural gas service in the two communities. 

The record shows that the communities of Ft. Branch and Haubstadt have a 
combined population of approximately 3,500. Based on experience in other 


similar communities, Applicant estimates the gas requirements of its proposed 
service area as follows: 


| 
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The gas will be used for residential and commercial purposes. 

Applicant estimates the cost of constructing its facilities at $91,248 during 
the first year of operation, with annual increments thereafter bringing the total 
cost to $204,617 in the fifth year of operation. The initial requirements of the 
project will be financed by the private sale of $100,000 worth of common stock 
to Applicant’s directors, with subsequent capital requirements to be met by the 
issuance of first mortgage bonds or financed out of earnings. 

Applicant states that it has been granted the necessary franchises by the 
communities of Ft. Branch and Haubstadt, and has filed an application for a 
certificate of public convenience and necessity with the Public Service Commission 
of Indiana. 

Texas Eastern advised the Commission by letter on October 10, 1958, that it 
has no objection to rendering the service requested by the Applicant. The 
volumes of gas involved will not appreciably affect Texas Eastern’s available 
gas supply. 

After due notice of the application herein by publication in the Federal 
Register on December 9, 1958 (23 F.R. 9524), no petition or notice to intervene 
or objection to the granting of the application has been received within the time 
required by the Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Texas Eastern, a Delaware corporation with its principal place of business 
in Shreveport, Louisiana, is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission. 

(2) Applicant, Ft. Branch Natural Gas Company, Inc., an Indiana corporation 
with a principal office at Ft. Branch, Indiana, is a corporation legally authorized 
to engage in the local distribution of natural gas to the public within the meaning 
of Section 7(a) of the Natural Gas Act. 

(3) It is necessary and desirable in the public interest to direct Texas Eastern 
to establish physical connection of its transmission facilities with the facilities 
proposed to be operated by Applicant, and to sell and deliver to Applicant up to 
1140 Mcf per day of natural gas for distribution and sale as hereinbefore described 
and referred to. 

(4) The requirement that Texas Eastern serve Applicant, as hereinafter 
ordered, will not place an undue burden upon Texas Eastern nor require it to 
enlarge its transportation facilities, nor impair its ability to render adequate 
service to its customers. 


The Commission orders: 


(A) Texas Eastern be and it is hereby directed to establish physical connection 
with the facilities proposed to be constructed and operated by Applicant as 
herein described, together with such metering, regulating and appurtenant facili- 
ties as may be required, and to sell and deliver up to 1140 Mcf of natural gas daily 
to Applicant for transportation, distribution and sale as hereinbefore described. 
Such service shall be rendered pursuant to Texas Eastern’s presently filed 
appropriate rate schedules. 

{B) Texas Eastern shall report to the Commission, in writing and under oath, 


the date of commencement of service to Applicant within 15 days after such 
service begins. 


(C) Applicant shall be prepared to receive service as directed herein within 
one year from the date of issuance of this order. 


NLT LS TTI 





Be 
Willi 


FIND: 


Tl 
sidis 
in C 
Sect 





FEDERAL POWER COMMISSION 13 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


THE OHIO FUEL GAS COMPANY, DOCKET NO. G-16448 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 5, 1959) 


The Ohio Fuel Gas Company (Applicant), an Ohio corporation and a sub- 
sidiary of The Columbia Gas System, Inc., having its principal place of business 
in Columbus, Ohio, filed on September 26, 1958 an application, pursuant to 
Section 7 of the Natural Gas Act, for a certificate of public convenience and 
necessity, authorizing it to construct and operate certain natural gas trans- 
mission facilities necessary to extend natural gas service to the Village of 
Sparta, Morrow County, Ohio, as hereinafter described. 

Applicant shows that it has been requested to provide natural gas service 
in said Village of Sparta and proposes to construct and operate the following 
facilities : 

Approximately 50 feet of 234’’ O.D. natural gas transmission line in Morrow 
County, Ohio, extending from a proposed tap on Line “D” to a proposed dis- 
tribution town border regulating station for service to Sparta, together with 
valves, fittings, and incidental facilities necessary for practical operation. 

Applicant proposes to construct and operate a gas distribution system within 
the Town of Sparta, which will consist of regulators, approximately 5,400 feet 
of 2% inch O.D. to 4% inch O.D. pipe, service connections and miscellaneous 
equipment. 

The estimated gas requirements for service in the Town of Sparta for the 
first three years of operation are as follows: 
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Applicant estimates that the proposed construction, including distribution 
facilities will cost approximately $18,230, of which $250 is for the proposed tap 
and 2-inch connection. Applicant will finance this amount from cash on hand. 

Applicant shows that its gas supplies and existing transmission facilities, 
with the addition of the proposed connection, are adequate for the proposed 
service without adversely affecting existing customers. 

Pursuant to due notice, a public hearing was held in Washington, D.C. 
on December 18, 1958, respecting the matters involved in and the issues 
presented by the application. No petition to intervene or protest to the grant- 
ing of the application has been received. Staff counsel moved orally at the 
hearing that the intermediate decision procedure be omitted and the Commis- 
sion render a decision herein pursuant to Section 1.30(c)(1) of the Commis- 
sion’s Rules of Practice and Procedure. 


The Commission finds: 


(1) The Ohio Fuel Gas Company, Applicant, an Ohio corporation and a sub- 
sidiary of The Columbia Gas System, Inc., having its principal place of business 
in Columbus, Ohio, is a “natural-gas company” within the meaning of the Natural 
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Gas Act as heretofore found by the Commission in its order of August 21, 1945, 
in Docket No. G-371 (4 FPC 1033). 

(2) The transmission facilities proposed to be constructed, as hereinbefore 
described, and as more fully described in the application, are proposed to be 
used in the transportation of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as an integral part of Applicant’s existing 
pipeline system, and the construction and operation thereof by Applicant, are 
subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(8) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act 
and to the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c)(1), (¢) (8), (e) (4) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
should attach to the certificate hereinafter issued and to the exercise of the 
rights granted thereunder, and that the time within which construction of 
facilities authorized by this order shall be completed and in actual operation 
should be fixed at 6 months from the date on which this order issues. 

(6) Staff Counsel having requested the omission of the intermediate deci- 
sion procedure, and all the requirements of the provisions of Section 1.30(c) (1) 
of the Commission’s Rules of Practice and Procedure having been satisfied, suffi- 
cient cause exists for the Commission forthwith to render its final decision in the 
instant proceeding. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued to The Ohio Fuel Gas Company authorizing it to construct and 
eperate the transmission facilities hereinbefore described, all as more fully de- 
scribed in the application for the transportation of natural gas as therein set 
forth, subject to the jurisdiction of the Commission, upon the terms and condi- 
tions of this order. ; 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(ec) (1), (¢) (3), (ce) (4) and (e) of Section 157.20 of the Commission’s Regula- 
tions under the Natural Gas Act shall attach to the issuance of the certificate 
granted in paragraph (A) hereof, and to the exercise of the rights granted 
thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Sec- 
tion 157.20 of the Commission’s Regulations under the Natural Gas Act is hereby 
fixed at 6 months from the date on which this order issues. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


NATURAL GAS SERVICE COMPANY, DOCKET NO. G—16924 


DECLARATION OF EXEMPTION 
(Issued January 8, 1959) 


Natural Gas Service Company (Applicant), a Virginia corporation having its 
principal place of business in Fredericksburg, Virginia, filed an application on 
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November 10, 1958, for exemption from the provisions of the Natural Gas Act, 
pursuant to Section 1(c) thereof. 

Upon the basis of the application filed, the exhibit appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is authorized to engage in the transportation, distribution and 
sale of natural gas in the State of Virginia ; 

(2) Applicant will purchase interstate natural gas from Transcontinental 
Gas Pipe Line Corporation within the State of Virginia ; 

(3) All natural gas received by Applicant will be ultimately consumed 
within the State of Virginia and all of its facilities will be located within said 
State ; and 

(4) The Virginia State Corporation Commission has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over 
the rates, service and facilities of Applicant. 

WHEREFORE, the Commission declares, by reason of the foregoing: 

Natural Gas Service Company is exempt from the provisions of the Natural 
Gas Act and the orders, rules and regulations of the Commission issued pursuant 
thereto. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


CITY OF EUGENE, OREGON, ACTING BY AND THROUGH ITS EUGENB 
WATER & ELECTRIC BOARD, PROJECT NO. 2059 


ORDER ACCEPTING SURRENDER OF LICENSE (MAJOR) 
(Issued January 8, 1959) 


Application was filed September 30, 1958, by the City of Eugene, Oregon, acting 
by and through its Eugene Water & Electric Board, licensee for proposed Project 
No. 2059, for surrender of its license for the project known as the Beaver Marsh 
Project, contingent upon the Commission’s granting of its pending application 
for license for Carmen-Smith Project No. 2242 on the McKenzie and Smith Rivers 
in Oregon. 

The license for Project No. 2059, effective January 1, 1956, authorized licensee 
to develop the Beaver Marsh Project, located on the McKenzie River and situated 
entirely on lands of the United States within the Willamette National Forest. 
No construction has started. 

Licensee states that construction of the Carmen-Smith Project will be more 
beneficial to the community than the construction of Project No. 2059 and 
requests that Commission approval of surrender be made effective as of the 
effective date of the license for Project No. 2242. 

By Commission order of even date, a license is issued to licensee herein, 
ffective as of December 1, 1958, for the Carmen-Smith Project No. 2242. 


The Commission finds: 


(1) Public notice of the filing of the application has been given and no pro- 
tests thereon have been received. 

(2) Acceptance of surrender of the license for the project No. 2059 is ap- 
propriate as hereinafter provided. 


The Commission orders: 


Surrender of the license for major Project No. 2059 is accepted effective as of 
December 1, 1958. 
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Before Commissioners: Jerome K. Kuykendall, Chairman, Frederick Stueck, 
William R. Connole and Arthur Kline. 


CITY OF EUGENE, OREGON, BY AND THROUGH ITS EUGENE WATER 
& ELECTRIC BOARD, PROJECT NO. 2242 


ORDER ISSUING LICENSE (MAJOR) 
(Issued January 8, 1959) 


Application was filed March 4, 1958, by the City of Eugene, Oregon (Applicant), 
acting by and through its Eugene Water & Electric Board, for license under 
Section 4(e) of the Federal Power Act (hereinafter referred to as the Act), for 
the proposed Carmen-Smith Project No. 2242, to be located on the McKenzie 
River and its tributary, the Smith River, in Lane and Linn Counties, Oregon, 
affecting lands of the United States within the Willamette National Forest. 

The project would include the Carmen diversion dam and reservoir on the 
McKenzie River and a diversion tunnel; Smith River dam and reservoir on 
the Smith River, a power tunnel and Carmen power plant; Trail Bridge dam 
and reservoir and power plant on the McKenzie River. The Carmen-Smith 
Project would develop 610-foot head and have a total installation of 53,500 
kilowatts. 

On August 1, 1958, Applicant and the State of Oregon, acting by and through 
the Oregon State Game Commission and the Fish Commission of Oregon, entered 
into an agreement providing that the Trail Bridge Reservoir of Project No. 2242 
would be operated for the principal benefit of reregulation of the downstream 
flows on the McKenzie River in the interest of fish and wildlife. 

The Chief of Engineers, Department of the Army, in reporting on the applica- 
tion, states that the plans are satisfactory insofar as the interests of navigation 
are concerned and recommends the inclusion in any license issued of the provi- 
sions contained in the aforementioned agreement of August 1, 1958, as hereinafter 
provided. 

An Assistant Secretary of the Department of the Interior, in reporting on the 
application, recommends inclusion of the aforementioned August 1, 1958 agree- 
ment in any license issued in addition to the usual conditions for the preservation 
and conservation of fish and wildlife resources usually included in licenses for 
such projects as hereinafter provided. 

An Assistant Secretary of the Department of Agriculture, in reporting on the 
application, informs the Commission that the project will not interfere or be 
inconsistent with the purposes for which the Willamette National Forest was 
created, provided any license issued contains certain terms and conditions usually 
included in licenses for such projects and additional provisions to assure adequate 
protection of forest lands and resources as hereinafter provided. 

Pursuant to petition therefor, the Governor of Oregon (Petitioner), in his 
official capacity as Governor of the State of Oregon, and on behalf of that State, 
was granted permission to intervene in this proceeding by Commission order 
issued October 6, 1958. It should be noted that the Petitioner by letter dated 
August 25, 1958 furnished us with copies of: (a) resolution of the State Water 
Resources Board of Oregon, dated July 17, 1958, adopting a program with respect 
to the Upper McKenzie River Basin; (b) the aforementioned August 1, 1958 
agreement; and (c) an abstract of terms and conditions contained in licenses 
and permits issued by the State Engineer. Petitioner stated in its transmittal 
letter that if the terms and conditions set forth in enclosure (c) were included in 
any license issued for Project No. 2242, Petitioner strongly urges the Commission 
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to issue a license to Applicant for the project. The terms and conditions of the 
State Engineer are included herein as special Articles 25, 34 and 35, respectively. 


The Commission finds: 


(1) Applicant is a municipality organized and existing under the laws of the 
State of Oregon, acting by and through its Eugene Water & Electric Board, and 
has submitted satisfactory evidence of compliance with the requirements of 
all applicable State laws insofar as necessary to effect the purposes of a license 
for the project. 

(2) The proposed project will affect lands of the United States within the 
Willamette National Forest. 

(3) The project consists of : 

(a) All lands constituting the project area and enclosed by the project bound- 
ary or the limits of which are otherwise defined, and/or interest in such lands 
necessary or appropriate for the purposes of the project, whether such lands or 
interest therein are owned or held by the applicant or by the United States; 
the general location of such project area being shown and described by a certain 
exhibit which formed part of the application for license and which is designated 
and described as follows: 

Echibit J (FPC No. 2242-1) entitled “General Map”. 

(b) Project works consisting of : 

The Carmen Diversion Dam on McKenzie River consisting of a low earth-fill 
dike about 3,200 feet long with a rock-fill crib spillway with initial crest of 
elevation 2,612 feet creating a reservoir containing about 300 acre-feet of pond- 
age extending upstream to within one-quarter mile of the Middle Falls; a diver- 
sion tunnel about 11,500 feet long with an intake on Carmen reservoir and dis- 
charging into the forebay of Smith River Dam; the Smith River Dam—a rock- 
fill dam about 215 feet high located just above the mouth of Bunchgrass Creek, 
on Smith River, with spillway crest at elevation 2,600 feet and creating a res- 
ervoir or forebay to provide gross storage of about 13,000 acre-feet; a power 
tunnel about 7,800 feet long from Smith River reservoir; a surge tank; a steel 
penstock, 1,050 feet long; Carmen powerhouse containing two 37,000 horsepower 
turbines each connected to a 25,000 kva generator ; the Trail Bridge Dam—a rock- 
fill dam about 90 feet high on McKenzie River creating a reregulating reservoir 
with normal pool elevation 2,088 feet providing about 1,800 acre-feet of pondage; 
a powerhouse as an integral part of the dam containing one 6,650 horsepower 
turbine connected to a 6,250 kva generator; a 14-kv transmission line from Trail 
Bridge plant to the Carmen substation; Carmen substation; a 115-kv trans- 
mission line from Carmen substation to the Cougar switchyard, a distance of 
19 miles ; and appurtenant facilities ; the location, nature, and character of which 
are more specifically shown and described by the exhibit hereinbefore cited and 
by certain other exhibits which also formed part of the application for license 
and which are designated and described as follows: 

Evhibit L, Sheet 1 (FPC No. 2242-5) entitled “Carmen Diversion,” Sheet 2 
(FPC No. 2242-6) entitled “Smith River Reservoir & Tunnel Intake Details,” 
Sheet 3 (FPC No. 2242-7) entitled “Diversion & Power Tunnels,” Sheet 4 (FPC 
No. 2242-8) entitled “Carmen Plant Site & Penstock,” Sheet 5 (FPC No. 2242-9) 
entitled “Carmen Powerhouse,” Sheet 6 (FPC No. 2242-10) entitled “Trail Bridge 
Dam & §Spillway,” Sheet 7 (FPC No. 2242-11) entitled “Trail Bridge Dam De- 
tails,” Sheet 8 (FPC No. 2242-12) entitled “Trail Bridge Powerhouse.” 

Evrhibit M, comprising three typewritten pages entitled “General Description 
of Equipment.” 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
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including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as a part of the project is 
approved or acquiesced in by the Commission; also, all riparian or other rights, 
the use or possession of which is necessary or appropriate in the maintenance and 
operation of the project. 

(4) No conflicting application is before the Commission. Public notice has 
been given of the filing of the application. 

(5) The Applicant has submitted satisfactory evidence of its financial ability 
to construct and operate the project. 

(6) The project does not affect any Government dam, nor will the issuance 
of a license therefor, as hereinafter provided, affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. 

(7) The issuance of a license for the project as hereinafter provided will not 
interfere or be inconsistent with the purposes for which the Willamette National 
Forest was created or acquiesced. 

(8) Subject to the terms and conditions hereinafter specified, the project is 
best adapted to a comprehensive plan for the improvement and utilization of 
water-power development, and for other beneficial public uses, including rec- 
reational purposes. 

(9) The installed horsepower capacity of the project hereinafter authorized 
for the purpose of computing the capacity component of the administrative 
annual charge is 71,250, and the energy generated thereby will be used in the 
Applicant’s existing system for public-utility purposes. 

(10) The amount of the annual charge to be paid under the license for the 
purpose of reimbursing the United States for the cost of the administration of 
Part I of the Act is reasonable as hereinafter fixed and specified. 

(11) It is desirable to reserve for determination at a later date the amount of 
the annual charge to be paid under the license for the purpose of recompensing 
the United States for the use, occupancy and enjoyment of its lands. 

(12) The exhibits designated and described in finding (3) above conform to 
the Commission’s rules and regulations and should be approved as part of 
the license for the project. 

(13) The Licensee shall submit, within 2 years from the date of issuance 
of this license and in accordance with the Commission’s rules and regulations, 
Exhibits F and K showing the entire project area, including transmission 
line rights-of-way, and Exhibit L drawings showing the final design of the 
Smith and Trail Bridge dams, as hereinafter provided. 

(14) The 14-kv line, about 1 mile in length, from the Trail Bridge plant to the 
Carmen plant; the step-up substation at the Carmen plant; and the 19-mile 115-kv 
line from the step-up substation to the Cougar plant; all included in the appli- 
cation for license, are parts of the project within the meaning of Section 
8(11) of the Act and should be included in the license for the project. 


The Commission orders: 


(A) This license is issued to The City of Eugene, Oregon, by and through its 
Eugene Water & Electric Board, under Section 4(e) of the Act for a period of 
50 years, effective December 1, 1958, for the construction, operation, and main- 
tenance of Project No. 2242 upon lands of the United States, subject to the 
terms and conditions of the Act which are incorporated by reference as a 
part of this license, and subject to such rules and regulations as the Commission 
has issued or prescribed under the provisions of the Act. 








FEDERAL POWER COMMISSION 19 


(B) This license is also subject to the terms and conditions set forth in 
Form L-2, December 15, 1953, 17 FPC 62, entitled “Terms and Conditions of 
License for Unconstructed Major Project Affecting Lands of the United States,” 
which terms and conditions are attached hereto and made a part hereof; 
except for Articles 20, 21 and subject to the following special conditions set 
forth herein as additional articles: 

Article 25. The Licensee shall commence construction of the project within 
one year from the effective date of this license, shall thereafter with due diligence 
prosecute such construction, and shall complete the project and place it in 
operation on or before December 31, 1962. 

Article 26. The Licensee shall, within two years from the effective date of 
this license, file with the Commission Exhibit F and revised Exhibit K showing 
final project boundary including transmission lines, in accordance with the 
Commission’s rules and regulations. The Exhibit K maps shall be acceptable 
to the designated representative of the regional forester prior to filing with 
the Commission. 

Article 27. Licensee shall submit in accordance with the Commission’s rules 
and regulations Exhibit L drawings showing final design of the Smith and 
Trail Bridge dams, and Licensee shall not begin construction until the Com- 
mission approves the exhibit. 

Article 28. ‘The Licensee shall pay to the United States the following annual 
charges: 

For the purpose of reimbursing the United States for the costs of administra- 
tion of Part I of the Act, a reasonable annual charge in accordance with the 
provisions of Part II of the Commission’s regulations. The authorized installed 
capacity for such purpose is 71,250 horsepower. 

Article 29. The Commission reserves the right to determine at a later date 
annual charges for the purpose of recompensing the United States for the 
use, occupancy, and enjoyment of its lands, including transmission line right- 
of-way. 

Article 30. The Licensee shall prior to undertaking any phase of construction 
affecting national-forest lands or responsibilities, enter into formal agreements 
with the Forest Service covering specific measures for (a) fire prevention 
and control, (b) alleviation of damage to and assuring adequate protection of 
forest lands and resources, and (c) relocation and replacement of Forest 
Service improvements and facilities insofar as affected by the project, and 
(d) cooperation with the Forest Service in planning, construction or participating 
in construction of any project roads that are needed for joint use by Licensee and 
Forest Service, or any roads and trails that may serve as a part of the Forest 
Service’s permanent transportation system. 

Article 31. The Licensee shall cooperate with the Forest Service in the de- 
velopment of a recreational public use plan. 

Article 32. The Licensee shall cooperate with the Forest Service in deter- 
mination of the final location of the transmission line and obtain approval from 
the Forest Service before start of construction. 

Article 33. In supplement to Article 12, Form L—2: The Forest Service may elect 
to sell, under national-forest timber sale procedure, part or all of the merchantable 
timber on lands of the United States which would be destroyed by construction of 
the project. Such procedure will not relieve the Licensee in his responsibility, as 
provided by Article 12, for disposal of slash and debris resulting from national- 
forest timber sale operations. Slash and debris resulting from the cutting or 
destruction of timber on project lands other than those of the United States shall 
be disposed of in a manner compatible with the requirements of the oi RSry¢ 


Yo THE ARMY LIBRARY 
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Article 34. The Licensee shall comply in all respects with the aforementioned 
resolution of the State Water Resources Board of Oregon, dated July 17, 1958, 
which resolution, embodying a program for development of the water resources 
of the McKenzie River from Clear Lake downstream to river mile 76.9 (below 
the mouth of Smith River) including Smith River and Bunchgrass Creek, is 
approved and adopted as the Federal Power Commission’s own determination in 
the matter, and the Licensee shall construct, operate, and maintain the project 
in accordance with the provisions of the resolution subject to further order of the 
Federal Power Commission. 

Article 35. The aforementioned agreement between the Licensee and the State 
of Oregon, acting by and through the Oregon State Game Commission and the 
Fish Commission of Oregon, dated August 1, 1958, for the protection of fish life, 
is approved and adopted as the Federal Power Commission’s own determination 
in the matter, and the Licensee shall operate and maintain the project in accord- 
ance with the provisions of the agreement subject to further order of the Federal 
Power Commission. 

Article 36. The Licensee shall construct, operate, and maintain such protective 
devices and comply with such reasonable modification in project structure and 
operation in the interest of fish and wildlife resources as may be prescribed here- 
after by the Commission upon the recommendation of the Secretary of the In- 
terior, and the Fish and Game Commissions of the State of Oregon. 

(C) The exhibits designated and described in finding (3) hereof are approved 
as a part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the Act, 
and failure to file such an application shall constitute acceptance of this license. 
In acknowledgment of the acceptance of this license, it shall be signed for the 
Licensee and returned to the Commission within 60 days from the date of issuance 
of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


NELSON BUNKER HUNT TRUST ESTATE, DOCKET NOS. G-16606 
AND G-16681 


ORDER DENYING MOTION FOR RECONSIDERATION 
(Issued January 9, 1959) 


On November 24, 1958, Nelson Bunker Hunt Trust Estate (Hunt) filed herein 
an Application for Rehearing and Reconsideration, which, pursuant to Section 
1.30 of the Commission’s Rules of Practice and Procedure, has been accepted for 
filing as a motion for reconsideration. Hunt prays (1) that the Commission 
vacate its order issued in these proceedings on October 24, 1958, which suspended 
Supplements No. 7 to Hunt’s FPC Gas Rate Schedule Nos. 5 and 6 “until October 
26, 1958, and until such further time” as they are made effective in the manner 
prescribed by the Natural Gas Act, (2) that the filings tendered on September 24, 
1958, which provide for an increase in rates and charges reflecting, in part, the 
effects of the Louisiana gathering tax,’ and which were designated as Supplements 
No. 7 to Hunt’s FPC Gas Rate Schedule Nos. 5 and 6, be considered as corrections 
or errata notices to the data set out in Supplements No. 6 of the respective rate 


1The “excise, license, or privilege’ tax of one cent per Mecf levied by the State of 
Louisiana pursuant to Act No. 8 of 1958 (House Bill No. 303), as approved on June 16, 
1958, amending Title 47 of the Louisiana Revised Statutes of 1950. 
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schedules, and (3) that the motion tendered on August 20, 1958, in Docket No. 
G-14939, be “sufficient to place the tax reimbursement (Supplement No. 6 to 
Hunt’s FPC Gas Rate Schedule No. 5) into effect on August 28, 1958.” 

On March 28, 1958, Hunt tendered a Notice of Change,’ which was designated 
as Supplement No. 5 to Hunt’s FPC Gas Rate Schedule No. 5. By order issued on 
April 25, 1958, in Docket No. G—14939, the Commission suspended and deferred the 
use of said supplement “until September 28, 1958, and until such further time” as 
it is made effective in the manner prescribed by the Natural Gas Act. Upon peti- 
tion, the Commission, by order issued June 23, 1958, shortened said suspension 
period “until August 28, 1958, and until such further time as it is made effective 
in the manner prescribed by the Natural Gas Act.” Following the tender of the 
requisite motion by Hunt, the Commission declared said supplement effective as 
of August 28, 1958, provided that Hunt filed its Agreement and Undertaking to 
make refunds should such be ordered. Said instrument was tendered on No- 
vember 16, 1958. 

On July 3, 1958, Hunt tendered a second Notice of Change,* which was des- 
ignated as Supplement No. 6 to Hunt’s FPC Gas Rate Schedule No. 5. By order 
issued July 31, 1958, in Docket No. G—15785, the Commission suspended said 
supplement “until the date upon which Supplement No. 5 to Hunt’s FPC Gas 
Rate Schedule No. 5 is made effective in the manner prescribed by the Natural 
Gas Act, or until August 2, 1958, whichever is later.” 

On September 24, 1958, Hunt tendered a third Notice of Change,‘ which re- 
flects 100% of said Louisiana gathering tax and which Hunt requested be con- 
sidered in lieu of Supplement No. 6. Because of the disparity in filing dates and 
because such would have been tantamount to granting a retroactive rate in- 
crease, this request was denied. The tender was designated as Supplement No. 
7 to Hunt’s FPC Gas Rate Schedule No. 5, and by order issued October 24, 1958, 
in Docket No. G-16606, was suspended and the use thereof deferred for a period 
of one day following statutory 30-days notice, “until October 26, 1958, and until 
such further time as it is made effective in the manner prescribed by the Natural 
Gas Act.” 

On September 24, 1958, Hunt tendered a similar filing relating to its FPC Gas 
Rate Schedule No. 6, requesting that such be considered in lieu of Supplement 
No. 6 to said Rate Schedule No. 6. Said request was likewise denied. The 
tender was designated as Supplement No. 7 to Hunt’s FPC Gas Rate Schedule 
No. 6 and by order issued on October 24, 1958, in Docket No. G—16681, was sus- 
pended and its use deferred identical to that set out for Supplement No. 6 to 
Hunt’s FPC Gas Rate Schedule No. 5. 

Hunt asserts that two questions are posed at this posture of the proceedings 
designated as Docket No. G—16606: (1) Has Hunt conformed with the Commis- 
sion’s orders and thereby placed the tax reimbursement in effect as of August 
28, 1958? (2) If such question is answered affirmatively, what is the amount 
of the tax which Hunt is entitled to collect as of that date? 

By the terms of the order issued on July 31, 1958, in Docket No. G—15875, 
suspending “until the date upon which Supplement No. 5 * * * is made effective 
in the manner prescribed by the Natural Gas Act,” said Supplement No. 6 to 


7 Reflects a 3-step periodic incremental increase in rate of 0.615¢ per Mcf, which raises 
the level of rate from 14.2302¢ to 14.8456¢. 

® Proposes an incremental increase in rate of 0.875¢ per Mcf above that suspended in 
Supplement No. 5 to reflect seven-eighths of the aforesaid additional Louisiana gathering 
tax and thereby raised the level of rate from 14.8456¢ to 15.7206¢ per Mef. 

“Proposes an incremental increase in rate of 0.125¢ per Mcf above that proposed in 
Supplement No. 6, which increase reflects the remaining one-eighth of the Louisiana gather- 
ing tax. The level of rate would thereby be raised from 15.7206¢ per Mcf to 15.8456¢. 
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Hunt’s Rate Schedule No. 5 became effective concurrently with Supplement No. 5. 
As a result, on August 28, 1958, Hunt’s effective level of rate was 15.7206¢ per 
Mcf, such, however, being subject to further orders of the Commission in Docket 
Nos. G—14939 and G-—15785. Hunt’s motion, therefore, as it relates to Supple- 
ment No. 6 to Hunt’s FPC Gas Rate Schedule No. 5 is moot. By order issued 
July 31, 1958, in Docket No. G-15626, Supplement No. 6 to Hunt’s FPC Gas Rate 
Schedule No. 6 became effective as of August 2,1958. The level of rate is identical 
with that in Rate Schedule No. 5. 

Consistent with Commission policy as to rate increases stemming solely from 
the Louisiana gathering tax, the Commission suspended Supplements No. 7 
to Hunt’s FPC Gas Rate Schedule Nos. 5 and 6 for a period of one day. However, 
the benefits as to effective dates set out in Order 206 are not available to these 
Supplements No. 7 as they were filed subsequent to the August 1, 1958, time 
limitation set out in that order. Said supplements, therefore, were not effective 
on August 28, 1958.° 

Hunt’s requests that Supplements No. 7 to its FPC Gas Rate Schedule Nos. 5 
and 6 be considered in lieu of the aforementioned Supplements No. 6 of said rate 
schedules must be denied. This, again, is tantamount to a request that the 
Commission grant a retroactive increase to an effective rate. 


The Commission finds: 


The motion filed by Hunt sets forth no new facts or no new principles of law 
which either were not fully considered by the Commission when it issued its 
orders on July 31, 1958, and October 13, 1958, in Docket No. G-15785, October 
24, 1958, in Docket No. G—16606, and on October 24, 1958, in Docket Nu. G-16681, 
or which having now been considered warrant any change in or modification of 
said orders. 


The Commission orders: 


The motion for reconsideration filed by Hunt on November 24, 1958, be and 
it is hereby denied. 


Commissioner Kline dissenting. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


CHAMPLIN OIL & REFINING CO., G-9277, G-9280; PAN AMERICAN PETRO- 
LEUM CORP., CONTINENTAL OIL CO., G-9279; WESTERN NATURAL 
GAS CO., G-9$281; THE ATLANTIC REFINING CO., G-—9283, G-—9284; 
HUMBLE OIL & REFINING CO., G-9287, G-9288; C. V. LYMAN, G-9289; 
SINCLAIR OIL & GAS CO., G-9291, G-9292, ET AL.; TIDEWATER OIL CO., 
G-13310, HT AL. 


ORDER REVERSING RULING OF PRESIDING EXAMINER EXCLUDING EVIDENCE 
(Issued January 9, 1959) 


The Commission is concerned in these so-called “Omnibus” proceedings with 
an appeal from a ruling by the presiding examiner at the hearing on July 
17, 1958, excluding from evidence eight exhibits, Nos. 44-LC to 52-LC for 
identification, and the related testimony of two witnesses, Mr. Stanley P. Porter 





50On November 3, 1958, Hunt filed a motion in these proceedings pursuant to Section 
4(e) of the Natural Gas Act to make Supplements No. 7 to Hunt’s FPC Gas Rate Schedule 
Nos. 5 and 6 effective. As of this date, the Commission has not acted thereon. 
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and Mr. Herman H. Kaveler. The presiding examiner ruled that since this evi- 
dence was based on incomplete data and since the other parties would not have 
sufficient opportunity to cross examine with respect to the underlying data, the 
evidence was incompetent and should be excluded. The question before us on 
the examiner’s certification of the disputed evidence and the pertinent portions of 
the record is whether or not the evidence should be admitted. 

These proceedings arose under Section 5(a) of the Natural Gas Act on the 
filing of complaints by municipalities and others respecting the justness and 
reasonableness of the rates of the parties, all independent producers, listed in 
the caption. To facilitate the collection of data and information of possible 
aid to the Commission in arriving at standards for fixing the rates of inde- 
pendent producers, we provided for a limited consolidation and hearing for 
this broad general purpose, as more fully set forth in our orders issued December 
6, 1957, and January 31, 1958S, herein. It was contemplated that the data and 
information adduced in the limited consolidation could then, to the extent 
desirable and proper, be made use of in the individual cases of the particular 
respondents. 

On July 17, 1958, during the hearing, counsel for certain of the respondents 
tendered the disputed exhibits and the related testimony of the two witnesses. 
The exhibits were described as a combined or industry cost of service study 
and were based on statistics supplied by 17 independent producers pertaining 
to exploration, production and development, and gathering and extraction 
operations. The 17 producers are said to represent 32.45 per cent of the direct 
sales by producing companies to reporting interstate natural-gas pipeline com- 
panies. The testimony and exhibits also reflect the application to such con- 
solidated cost figures of various methods of allocating costs between the pro- 
duction of gas and other joint products, and the resultant unit cost of gas at 
the lease employing such various methods of allocation. 

In support of the admissibility of this evidence, the proponents argue that, 
first, the evidence is of a general accounting nature and as such comes within 
the express language of the order of December 6, 1957, which provides that 
there may be received in this proceeding evidence of such a character. Second, 
they argue that even if not within the terms of that order, the evidence should 
be received here since it is general in nature, and if not received here would 
have to be received in each of the separate cases of the individual producers. 
Third, they argue that the evidence would be helpful to the Commission in 
considering the individual cases by affording a broad study of this kind as a 
basis of comparison and in certain other respects also. 

Staff counsel and some of the interveners oppose the admission of this 
evidence. They argue, first, that the evidence is neither relevant nor material 
and that, further, the orders providing for these proceedings do not contemplate 
its admission. Second, they argue that the data relied on is not industry-wide 
but is limited to only the 17 companies which chose to answer the questionnaire 
by which the data was collected, so that it is not representative and is not the 
kind which would affect reasonable men in the conduct of their daily affairs, 
within the intendment of Section 1.26 of the Commission’s Rules of Practice and 
Procedure. Third, they argue that cross examination would be difficult or im- 
possible since the underlying data on which these exhibits are based was taken 
from the company’s books and could not be verified. Assuming it could, it is 
said that in any event, preparation for cross examination would require months 
or even a year and cross examination would be correspondingly time-consuming. 

In holding that the evidence should not be received, the presiding examiner 
was of the view that our order of December 6, 1957, did not require its ex- 
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clusion—on the contrary, he was of the opinion that that order was sufficiently 
broad to permit its a@mission. Likewise he considered that the evidence 
was relevant to the issues presented. But he was of the view that, considering 
the limited number of companies involved, this could not be considered an in- 
dustry-wide study and that therefore the evidence was not competent. Further- 
more, the examiner was of the opinion that the opposing parties would not be 
afforded reasonable opportunity to test the underlying data, i.e., the purported 
cost of service of the 17 individual independent producers. 

We conclude that the testimony of the two witnesses and the eight exhibits 
described above should be admitted as statistical evidence and that the presiding 
éxaminer’s ruling should be reversed. Our orders issued December 6, 1957, 
and January 31, 1958, clearly contemplate the admission of evidence of the 
character of both the disputed testimony and the exhibits.’ An important purpose 
of these proceedings is to draw together in one record for analysis, evaluation 
and comparison, materials of possible aid in assisting the Commission to arrive 
at a method or methods of testing independent producer rates. To this end, a 
considerable volume of statistical and economic data has already been received in 
the record.’ The evidence so received is not to be used to test the rates of any 
individual producers but to aid the Commission in determining on general prin- 
ciples applicable to the rates of independent producers. Our analysis of the 
disputed evidence, which was completed at considerable effort and expense,* 
convinces us that on this limited basis and for this general purpose, it is worthy 
of examination along with the other statistical and economic data already 
adduced. 

We do not think the objections raised preclude the admission of this evidence. 
Basically, they go to what weight should be attached to it. Certainly, no rule 
of law requires its exclusion. On the contrary, the scope of administrative dis- 
cretion is amply broad to permit its admission. It appears that the matters of 
chief concern to those who oppose the admission of this evidence are that it 
would not be feasible to cross examine the parties who compiled the information 
for the individual questionnaires, or to inspect the books of the individual com- 
panies which supplied the information. We do not believe that objections of this 
kind apply to the testimony of Witnesses Porter and Kaveler; for except as toa 
few questions and answers which give statements of specific costs or prices 
based upon the exhibits, both witnesses were or can be available for cross exami- 
nation. As to the eight exhibits, since they are admitted as statistical evidence 
in the nature of broad background material and not for the purpose of establish- 
ing costs or rates for any single individual producer, the need for cross examina- 
tion and detailed verification is materially less than might otherwise be the 


1There we describe the purposes of these proceedings as being to provide parties op- 
portunity to present “generally applicable evidence relating to a theory or theories of 
rate fixing for sales of natural gas by independent producers, subject to the jurisdiction 
of the Commission, including evidence of a general economic or accounting nature, but 
excluding evidence applicable only to the cost of service or form and level of rates of 
any particular and individual Respondent.” 

7A compendium of rate schedules of independent producers on file with the Commis- 
sion was presented and testimony and exhibits with respect thereto, directed to an evalu- 
ation of the field price approach to independent producer regulation, were adduced on 
behalf of both industry and the Commission staff. There was also evidence as to the eco- 
nomics of natural gas production, the feasibility of employing competitive market criteria 
for rate regulation, the economics of ultimate markets for natural gas and their pertinency 
in rate regulation, and similar matters. 

Statistical evidence is almost invariably offered and received in most every major 
controverted producer certificate case by proponents of the imposition of initial rate 
conditions. 


* The compilation is said to have cost about $500,000 and to have taken 10 man-years. 
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ease.‘ In the conduct of the hearing, the presiding examiner can best judge 
the extent to which the parties can be relieved of the burden of cross examination 
and detailed verification of this evidence; in our view, the opportunity afforded 
therefor need not be extensive. 


The Commission orders: 


The rulings of the presiding examiner made at the hearing held on July 17, 
1958, in the above-entitled proceedings, excluding from the record Exhibits 44- 
LC to 52-LC, for identification, inclusive, and striking the testimony of Witnesses 
Stanley P. Porter and Herman H. Kaveler, are hereby reversed; and such 
evidence is admitted as statistical evidence. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TENNESSEE GAS TRANSMISSION COMPANY, DOCKET NO. G-15475 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 9, 1959) 


On July 14, 1958, Tennessee Gas Transmission Company (Applicant), a Dela- 
ware corporation, having its principal place of business in Houston, Texas, filed 
an application in Docket No. G—15475 for a certificate of public convenience and 
necessity, pursuant to Section 7(c) of the Natural Gas Act, authorizing Applicant 
to transport gas in interstate commerce to The Manufacturers Light & Heat 
Company (Manufacturers), for the account of United Fuel Gas Company 
(United), subject to the jurisdiction of the Commission, all as more fully rep- 
resented in the application. United is an existing customer of Applicant. 

United needs additional volumes of natural gas delivered to it in Applicant’s 
Northern Rate Zone in Pennsylvania during the 1958-1959 winter heating 
season for resale to Manufacturers, United’s affiliate and existing customer. 
Such need arises because of delays in obtaining additional firm long-term 
supplies of natural gas to meet United’s increased customer requirements. 
To temporarily alleviate this emergency condition, United has requested, and 
Applicant has agreed, to transfer the delivery of 30,600 Mcf of natural gas per 
day, now being delivered to United at delivery points in Applicant’s Eastern Rate 
Zone in West Virginia, to Applicant’s Northern Rate Zone in Pennsylvania. 
This proposed transfer service will be on an interim basis commencing November 
1, 1958 and terminating April 30, 1959. 

Applicant will not deliver any volumes in excess of those presently author- 
ized to be sold to United. 

Applicant and United have entered into a Precedent Agreement dated April 
25, 1958, covering the services herein proposed. 

The application further states that Applicant and United will execute a new 
Exhibit A to their gas sales contract dated October 24, 1957 providing for the 


“It may be noted that shortly after the Supreme Court held in Phillips Petroleum 
Company v. Wisconsin, 347 U.S. 672, that we have jurisdiction over independent producers, 
we instituted by notice dated November 17, 1954, in Docket No. R-142, a proceeding con- 
cerning methods to be applied in fixing rates to be charged by independent producers, at 
which numerous statements were made and statistical and other materials were presented, 
without any claim ever being made that consideration of such material without oppor- 
tunity for verification or cross examination was improper or unjustified. Even in cases 
involving the specific rates of particular independent produers, statistical evidence has 
been admitted and relied on without any suggestion or claim of error. 
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delivery of the 30,600 Mcf of natural gas per day to United in Applicant’s Northern 
Rate Zone for the period of time hereinabove set forth. The aforementioned 
Exhibit A was filed on November 3, 1958 by Applicant. 

Pursuant to due notice, a public hearing was held in Washington, D.C. on 
December 19, 1958, respecting the matters involved in and the issues presented 
by the application. No petition to intervene in opposition or protest to the 
granting of the application has been received. Staff Counsel moved orally at the 
hearing that the intermediate decision procedure be omitted and the Commission 
render a decision herein, pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 






















The Commission finds: 


(1) Applicant, Tennessee Gas Transmission Company, is engaged in the 
transportation of natural gas in interstate commerce and the sale in interstate 
commerce of such gas for resale, and therefore, is a “natural-gas company” 
within the meaning of the Natural Gas Act and subject to the provisions thereof 
as heretofore found by the Commission. 

(2) The proposed delivery of natural gas by Applicant to Manufacturers for 
the account of United, hereinbefore described, as more fully described in the 
application in Docket No. G—15475, will be made in interstate commerce, subject 
to the jurisdiction of the Commission, and is subject to the requirements of sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 

(8) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act. 

(4) The transportation of natural gas by Applicant to Manufacturers for 
the account of United, referred to in paragraph (2) hereof, will be required 
by the present or future public convenience and necessity, and therefore, Appli- 
eant’s request for a certificate of public convenience and necessity should be 
granted and Applicant authorized to perform the aforesaid acts, operations, and 
service as proposed, and as hereinafter ordered and conditioned. 

(5) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and not having 


been denied by the Commission, is granted pursuant to Section 1.30(c) (1) of said 
Rules. 


The Commission orders: 






(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Tennessee Gas Transmission Company to deliver natural 
gas in interstate commerce to Manufacturers for the account of United, for the 
period ending April 30, 1959, as hereinbefore described, or as more fully described 
in the application in this proceeding upon the terms and conditions of this order. 

(B) There shall attach to the issuance of the certificate granted to Tennessee 
xas Transmission Company in paragraph (A) hereof, and to the exercise of the 
rights granted thereunder, the general conditions applicable to certificates as 
set forth in subsections (a) and (e) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act. 

(C) The grant of the certificate to Tennessee Gas Transmission Company 
in paragraph (A) hereof shall be subject to the further condition that the charge 
for the gas transported and sold by Applicant to United, pursuant to the aforesaid 
certificate should be under its rate schedule CD-4, subject to refund of such 
portion of the charges as may be found to exceed the just and reasonable rate 
for the service in the Docket No. G—11980 rate proceedings and further condi- 
tioned upon the timely filing of satisfactory service agreements between Applicant 
and United and between United and Manufacturers. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


HASSIE HUNT TRUST, DOCKET NOS. G-9554, G-11123, G-11906, G—13472 
AND G-—13529 


ORDER SEVERING PROCEEDINGS AND TERMINATING PROCEEDINGS 
(Issued January 12, 1959) 


These proceedings involving certain increased rates and charges proposed 
by Hassie Hunt Trust (Hassie Hunt) were consolidated for hearing by Commis- 
sion order issued April 28, 1958. Involved in this proceeding are Hassie Hunt’s 
FPC Gas Rate Schedule No. 4 in Docket Nos. G-—9554, G-11123 and G—13529, 
Hassie Hunt’s FPC Gas Rate Schedule No. 20 in Docket No. G—-11906, and Hassie 
Hunt’s FPC Gas Rate Schedule No. 14 in Docket No. G—13472. Hassie Hunt 
sells the gas to Texas Eastern Transmission Corporation under its FPC Gas 
Rate Schedule Nos. 4 and 20 and to Louisiana Nevada Transit Company under 
its FPC Gas Rate Schedule No. 14. Hassie Hunt had proposed a rate of 17.0¢ 
per Mcf for Rate Schedule No. 20 and 13.8456¢ per Mcf for Rate Schedule No. 4, 
both exclusive of Louisiana State severance and production taxes. 

On June 10, 1958, Louisiana Nevada Transit Company (Louisiana Nevada) 
filed a motion for severance of Docket No. G—13472 from these consolidated pro- 
ceedings and for consolidation of that docket in the matter of Midstatcs Oil 
Corporation, et al., Docket No. G-4982, et al. The latter consolidated proceedings 
involve the sale of gas, produced in the Cotton Valley Field in Louisiana, to 
Louisiana Nevada, and include, among numerous other dockets, the proceedings 
in Docket No. G—8618 involving Hassie Hunt Trust’s FPC Gas Rate Schedule 
No. 14. The proceedings in Docket No. G—13472 also involves a proposed change 
in rate contained in the said Rate Schedule No. 14. This motion for severance 
was denied by Commission order of August 15, 1958. However, this order was 
stayed and rehearing was granted by order issued October 10, 1958. Because of 
the order granting rehearing Hassie Hunt’s Rate Schedule No. 14 was not con- 
sidered in these instant proceedings and Docket No. G-13472 should be severed 
from this consolidation. 

Pursuant to Commission order, this matter came on for public hearing on June 
30, 1958, at which time Hassie Hunt presented its case. This presentation was 
made on a company-wide basis and both field price and cost evidence were intro- 
guced. Hassie Hunt made two cost of service presentations; one employing 
a Btu content allocation and the other using reservoir space and relative value 
allocations. No allowances were included for Federal Income Taxes. After 
Hassie Hunt presented its case, the matter was continued until September 30, 
1958, and then further continued until November 5, 1958. 

Upon resumption of the hearing on November 5, 1958, cross-examination of 
Hassie Hunt’s witnesses was conducted by the staff. One such witness, who 
was not then available, remains subject to cross-examination. 

On December 8, 1958, when hearings were resumed the staff submitted 
six exhibits for the record. This presentation was made on a company-wide 
basis including allocation of non-productive exploration and development costs 
on the basis of company-wide revenues, allocation of joint production costs on 
the basis of the relative value method, and allowance of return on net in- 
vestment at the rate of ten per cent. The exhibits included a cost of service 
without any allowance for Federal income tax. In addition, in order that 
the computations would be available to the Examiner and the Commission, a 
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supplemental cost of service was presented, for illustrative purposes only, which 
contained an allowance to show the effect of including Federal income taxes 
at the corporate rate of 52%. 

Counsel for Hassie Hunt waived the requirement that the exhibits pro- 
posed by the staff be sponsored by a witness and waived cross-examination 
with respect thereto. Staff counsel stated that the exhibits as presented were 
for purposes of settlement only and were not necessarily the same exhibits that 
the staff would have presented if the proceedings ran the full usual procedure 
to a decision. After presentation of this evidence staff counsel moved for dis- 
missal of these proceedings on the basis that existing rates under Hassie 
Hunt Trust’s FPC Gas Rate Schedules Nos. 4 and 20 have not been shown to 
be unjust and unreasonable. Staff counsel also moved for the omission of the 
intermediate decision procedure, under Section 1.30(c) of the Commission’s 
Rules of Practice and Procedure, and also waived oral argument, the filing 
of briefs and the presentation of prepared findings and conclusions. All 
parties present at the hearing concurred in such motion. The Commission not 
having denied the motion to omit the intermediate decision procedure, it is 
deemed to be granted and the consolidated proceedings are before us on staff 
counsel’s motion to dismiss. 

Upon consideration of the total evidence presented in these proceedings, and 
without reaching any conclusions as to the procedures and methods used in 
the preparation thereof, we find that the proposed rates and charges of Hassie 
Hunt of 17.0¢ per Mcf* for its sale to Texas Eastern Transmission Corporation 
under Rate Schedule No. 20 and 13.8456¢ per Mcf* for its sale of natural gas 
to Texas Eastern Transmission Corporation under Rate Schedule No. 4 have 
not been shown to be unjust or unreasonable and should be allowed to become 
fully effective, and that the proceedings in Docket Nos. G—9554, G—11123, G-11906 
and G—13529 should be terminated. 


The Commission finds: 


(1) Hassie Hunt Trust is an “independent producer” as defined in the Com- 
mission’s Regulations under the Natural Gas Act, and a natural-gas company 
within the meaning of the Act. 

(2) The proceeding in Docket No. G-13472 pertaining to Supplement No. 4 to 
Hassie Hunt’s FPC Gas Rate Schedule No. 14 should be severed from these 
consolidated proceedings. 

(3) The proposed rates and charges set forth in Supplements Nos. 7, 8 and 9 to 
Hassie Hunt’s FPC Gas Rate Schedule No. 4 and Hassie Hunt’s FPC Gas Rate 
Schedule No. 20 and Supplement No. 1 thereto have not been shown to be un- 
just, unreasonable, unduly discriminatory or preferential and should be allowed 
to become fully effective, and the proceedings in Docket Nos. G—9554, G—11123, 
G-11906 and G—13529 should be terminated. 

The Commission orders: 

(A) The proceeding in Docket No. G—13472 is hereby severed from these 
consolidated proceedings. 

(B) The proceedings in Docket Nos. G-9554, G-11123, G—11906 and G—13529 are 
hereby terminated. 

(C) The increased rates and charges which are the subjects of the pro- 
ceedings in Docket Nos. G—9554, G—11123, G-11906, and G-—13529 shall be fully 
effective and Hassie Hunt Trust is relieved of the several undertakings filed 


in these proceedings to assure refunds of any amounts that may be required 
by the Commission. 


*Both excluding Louisiana State Tax. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


PANHANDLE EASTERN PIPE LINE COMPANY, DOCKET NOS. G—10699, 
G-2475, G-—12822; G-1612, G-1714, G-1715, G-—1722; G-1723 AND G-1767; 
ILLINOIS POWER COMPANY, ILLINOIS POWER COMPANY v. PAN- 
HANDLE EASTERN PIPE LINE COMPANY, DOCKET NO. G-—12410 


ORDER PERMITTING WITHDRAWAL OF PLEADINGS 
(Issued January 12, 1959) 


On September 22, 1958, Illinois Power Company (Illinois Power) filed herein 
its notice of, and motion for, withdrawal of its pleadings in the above captioned 
proceedings. In support of said notice and motion, Illinois Power states as 
follows: 


On April 11, 1957, Illinois Power filed with the Commission, in Docket 
No. G—12410, an application for an order under Section 7(a) of the Natural 
Gas Act (the “Act’”) and a complaint under Sections 4(b) and 5(a) thereof 
against Panhandle Eastern Pipe Line Company (“Panhandle”); and on 
October 13, 1957. (sic) Illinois Power filed a petition in Docket No. G—2475, 
for an order modifying or terminating the authorization previously granted 
by the Commission to Panhandle to export certain quantities of gas to 
Union Gas Company of Canada, Ltd. In both the application and complaint 
and in the petition Illinois Power requested an order of the Commission 
directing Panhandle to sell and deliver to Illinois Power certain increased 
quantities of gas during each of the so-called off-peak months of April through 
October, which quantities Panhandle had theretofore refused to sell to Illinois 
Power. 


Illinois Power states that it was permitted to intervene in the remaining 
dockets ; that hearings were held on a consolidated record during March and 
April 1958; that the record was closed, briefs have been filed and the matters 
are now pending before the Presiding Examiner. 

Illinois Power states further as follows: 


Under date of September 20, 1958, Panhandle and Illinois Power entered 
into a revised service agreement, the execution of which was conditioned 
upon Illinois Power’s filing and using its best efforts to prosecute a motion 
to withdraw its pleadings. The revised service agreement provides for the 
sale and delivery of increased quantities of gas for each of the off-peak 
months of April through October. The aforesaid quantities, compared with 
the present quantities and the quantities requested in the application and 
complaint, are as follows: 





Maximum 7 volume 
in M 








Present 
Month quantities 

| 
Requested | Agreed on* 
quantities | quantities 

j 
‘ | 55, 000 62, 000 65, 000 
: 38, 000 46, 000 | 50, 000 
| 30, 000 37, 000 | 40, 000 
te 22, 000 34, 000 | 36, 000 
onecéal 22, 000 34, 000 | 36, 000 
Se  tainsnitsiontintciiiiiacnds teicaplta bei toapielnceemandekapaabiciageahiel | 35, 000 | 41, 000 | 45, 000 
65, 000 


ehiniiiechagtbvidpettistinitadasgibackse aia aictand dea a 58, 000 | 63, 000 


*Includes 640 Mcf per day for the Village of Ridge Farm, Illinois, ordered by the Commission in 
Docket No. G-12298. 
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By entering into the aforesaid revised service agreement with Pan- 
handle, Illinois Power will be able to increase its purchases of gas from 
Panhandle forthwith and commence immediately to ameliorate its critical 
curtailment situation. To await the outcome of the normal processes of 
the Commission would not permit Illinois Power to purchase additional 
off-peak quantities to meet its requirements until the commencement of the 
next—i.e., 1959—off-peak season. Moreover, Panhandle has indicated on the 
record in the above captioned proceedings that it intended to appeal any 
adverse decision to any and all courts that might hear it. In addition, 
Illinois Power, by having available to it an average between 2000 and 3000 
Mcf of gas per day more than it had requested in its application and com- 
plaint, will be able to take on additional industrial interruptible customers 
without having to impose curtailments of the order presently in effect. 

In the light of the foregoing, the management of Illinois Power concluded 
it was desirable and in the interests of Illinois Power and the consuming 
public which it serves, to execute the aforesaid revised service agreement 
with Panhandle rather than await the outcome of the decision of the Ex- 
aminer and the Commission. 


In connection with the agreement between Panhandle and Illinois Power, 
Panhandle on September 22, 1958 also filed a notice and motion to withdraw the 
following pleading which Panhandle filed herein: 

1. Panhandle’s answer to Illinois Power’s application and complaint in Docket 
No. G—12410. 

2. Panhandle’s answer and motion to strike Illinois Power’s petition in Docket 
No. G-2475. 

On September 29, 1958, Northern Indiana Public Service Company (Northern 
Indiana), an intervener herein, filed a request for permission to withdraw its 
pleadings and an answer to said notices and motions filed by Illinois Power and 
Panhandle. Northern Indiana alleges that its “primary interest has been to 
obtain additional volumes of natural gas to meet the rapidly increasing require- 
ments of its Fort Wayne Division.” Northern Indiana states that it appears 
to it that further participation in this proceeding would not be of benefit either 
to it or to the public which it serves. Accordingly, it has no objection to the with- 
drawal of the pleadings filed by Illinois Power and Panhandle and desires to 
withdraw its own petition to intervene. 

On September 25, 1958, Citizens Gas Company of Tuscola, Illinois, (Citizens 
Gas) another intervener herein, filed an answer and notice of withdrawal of 
pleadings stating, among other things, that it has no objection to the withdrawal 
of pleadings by Illinois Power and Panhandle. 

Citizens Gas states further that following the close of hearings in these pro- 
ceedings Citizens Gas and Panhandle entered into a new service agreement, 
dated September 23, 1958, which provides additional contract demands to meet 
the requirements for Hammond, Illinois, modification in contract demands during 
the seven summer months, and also provides for increases in pressures available 
to Citizens Gas “and otherwise resolves the present problems confronting Cit- 
izens Gas Company.” 

No answer or objection has been filed to the requests for withdrawal of 
pleadings by any other party or intervener. 


The Commission finds: 


(1) Since Illinois Power will receive under its revised service agreement 
quantities of gas in excess of those requested by Illinois Power in its 7(a) ap- 
plication herein and since it appears that Panhandle has satisfied the 4(b) and 
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5(a) complaint insofar as Illinois Power is concerned, good cause has been 
shown for allowing withdrawal of pleadings by Illinois Power Company, includ- 
ing its application under Section 7(a) of the Natural Gas Act in Docket No. 
G—12410, its complaints under Sections 4(b) and 5(a) thereof against Pan- 
handle, its petition for order modifying or terminating authorization granted to 
Panhandle for export of natural gas to Canada under Section 3 of the Natural 
Gas Act in Docket No. G-—2475, and its intervening petitions in the remaining 
dockets herein, and for terminating the proceedings in Docket Nos. G—12410 and 
G—2475. 

(2) Good cause has been shown for allowing Panhandle to withdraw its 
pleadings in Docket Nos. G—12410 and G—2475. 

(3) Good cause has been shown for allowing withdrawal by Northern In- 
diana of its petition to intervene in all of the above captioned proceedings. 

(4) Since Citizens Gas Company filed its petition to intervene for “the primary 
purpose of protecting its interests” and since it has secured a new service-agree- 
ment dated September 23, 1958 increasing its contract demands to meet the re- 
quirements of Hammond, Illinois and containing other modifications, as described 
above, good cause has been shown for allowing withdrawal by Citizens Gas of 
its petition to intervene in all of the above captioned proceedings. 


The Commission orders: 


(A) Illinois Power Company be and it is hereby permitted to withdraw its 
pleadings, as hereinabove described, in the above captioned proceedings. 

(B) Panhandle Eastern Pipe Line Company be and it is hereby permitted to 
withdraw its answer to the application and complaint of Illinois Power Com- 
pany in Docket No. G—12410 and also to withdraw its answer and motion to 
strike Illinois Power Company’s petition in Docket No. G—2475. 

(C) Northern Indiana Public Service Company be and it is hereby permitted 
to withdraw its pleadings in the above captioned proceedings. 

(D) Citizens Gas Company of Tuscola, Illinois be and it is hereby permitted 
to withdraw its pleadings in the above captioned proceedings. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


GULF STATES UTILITIES COMPANY, DOCKET NO. E-6855 
SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF PREFERRED STOCK 
(Issued January 13, 1959) 


By order issued January 2, 1959, 21 FPC 5, in the above-entitled matter, 
the Commission authorized Gulf States Utilities Company (Applicant) to issue 
and sell at competitive bidding 100,000 shares of Preferred Stock, par value $100 


per share,* subject to the provisions, among others, as set forth in Paragraph (B) 
of that order as follows: 


(B) The proposed issuance and sale of Preferred Stock and the proposed 
issuance and sale of Bonds at competitive bidding shall not be consummated 
until: 

(i) Applicant shall have amended its application pursuant to the re- 
quirements of Section 34.2(k) (3) of the Commission’s Regulations under 


*That order also authorized Applicant to issue and sell at competitive bidding $10,- 
000,000 principal amount of First Mortgage Bonds, Series due 1989. Unless postponed, 


all bids for the purchase of the Bonds must be presented before 12:00 Noon, New York 
Time, on January 19, 1959. 
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the Federal Power Act relating to compliance with competitive bidding re- 
quirements, and Section 34.2(k)(4) of those Regulations relating to 
affiliation, and shall have either filed such amendments or shall have mailed 
them and advised the Commission by telephone and telegraph, as contem- 
plated in Section 34.9 of the Regulations. 

(ii) The Commission, by further orders, shall have approved (1) the 
price to be received by Applicant for the proposed issuance of Preferred 
Stock and the dividend rate thereon; and (2) the price to be received by 
Applicant for the proposed issuance of Bonds and the interest rate thereof. 


Applicant, on January 13, 1959, filed an amendment, pursuant to the re- 
quirements of the aforementioned Commission order, in which it states, among 
other things, that it proposes to accept as representing the lowest annual cost 
of money to it, the bid of Stone & Webster Securities Corporation to purchase 


the 100,000 shares of the proposed issuance of Preferred Stock for $100.709 per 


share, with a dividend rate of $5.08 per share. 
The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements relative to 
the issuance and sale of Preferred Stock contained in Paragraph (B) of the 
Commission’s order issued January 2, 1959, in the above-entitled docket; and 
under the bid it proposes to accept for the purchase of the proposed issuance 
of Preferred Stock, the price per share of Preferred Stock to be received by 
Applicant and the dividend rate to be paid thereon are reasonable. 

(2) The proposed issuance and sale of Preferred Stock, as hereinafter author- 
ized, will be for a lawful object, within the corporate purposes of Applicant 
and compatible with the public interest, which is appropriate for and con- 
sistent with the proper performance of service by Applicant as a public utility 
and which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 

The Commission orders: 

(A) The price per share of Preferred Stock to be received by Applicant and 
the dividend rate to be paid thereon by Applicant under the bid referred to above 
are approved as reasonable. 

(B) The proposed issuance and sale of Preferred Stock referred to above, 
upon the terms and conditions, and for the purposes specified in the application, 
as supplemented by the amendment referred to above, are authorized, subject only 
to the provisions of Paragraph (A) insofar as they relate to the issuance and 
sale of Preferred Stock, and of Paragraphs (C), (D), and (E) of the Commis- 
sion’s order issued January 2, 1959, in the above docket. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


PUBLIC SERVICE COMPANY OF OKLAHOMA, DOCKET NO. E-6816 
ORDER CONTINUING HEARING 
(Issued January 15, 1959) 


Public Service Company of Oklahoma (Public Service), and Grand River 
Dam Authority (Authority), by joint motion filed January 8, 1959, request that 
the scheduled reconvening of the hearing in this proceeding* be adjourned 


*Now scheduled by the Presiding Examiner to be reconvened January 19, 1959. 
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pending Commission consideration and disposition of their request for (1) 
an enlargement of the “issues” currently before the Commission in this pro- 
ceeding and (2) the consolidation thereof with other matters currently pend- 
ing before the Commission In the Matter of Grand River Dam Authority, Project 
No. 2183. The requests by Public Service and Authority for such enlargement 
of issues and consolidation of proceedings is embodied in a joint motion of 
those parties filed January 12, 1959. 

Commission staff counsel, by response filed January 9, 1959, concur in the 
above requested adjournment. Intervenor, KAMO Electric Cooperative and 
certain other cooperatives by response filed January 12, 1959, generally oppose 
the granting of the requested adjournment. 


The Commission finds: 


The demands of orderly procedure will be best served by the continuance 
of all further hearings in this proceeding pending Commission disposition of 
the matters raised by the joint motion of Public Service and Authority filed 
January 12, 1959 ; all as hereinafter provided. 


The Commission orders: 


The hearing in this proceeding is hereby continued to March 2, 1959. 
Commissioner Kline dissenting. 


KLINE, Commissioner, dissenting: 


The Federal Power Act recognizes the need for prompt determination of rate 
matters and provides that rate cases shall have precedence over other matters 
pending before the Commission, This rate case was instituted by our order of 
April 17, 1958. Hearings were begun on October 21 and held through October 24, 
1958, at which time the case continued until January 19, 1959 for cross- 
examination. 

On January 8, the Public Service Company of Oklahoma and Grand River 
Dam Authority filed a joint motion for adjournment of these proceedings on the 
ground that they would, on or before January 14, 1959, file a motion addressed 
to the Commission urging the Commission (1) to accept a coordinating agree- 
ment, previously rejected by the Commission for filing on the grounds that it 
was premature, and to institute a hearing upon such coordinating agreement and 
to consolidate it with the instant case, or in the alternative, (2) to consolidate 
this case with the application of the Grand River Dam Authority for application 
for amendment of its licenses of Project No. 2183. 

The coordinating agreement was filed with us as 9 rate schedule and was 
rejected by us nine months ago. The application to amend the license in 
Project No. 2183 has been pending before us for many months. There is no 
reason given why we should now reverse our prior action or why the application 
for consolidation of these proceedings was not timely and should not have been 
made months ago. Also, there is no showing that the present proceedings 
should not proceed in orderly fashion until such time as the Commission may 
act upon the motion to consolidate. Our order fixing this hearing on Septem- 
ber 2, 1958 provided a procedure to be followed and provided that there should 
be a recess after the cross-examination of the witnesses who are to appear 
for cross-examination on January 19. Regardless of our action on the motion 
to consolidate, there will be cross-examination of these witnesses on their 
direct testimony in this case. Since this can proceed while we are considering 
the motion to consolidate, I would summarily deny the motion for adjournment 
of the hearing. It is my opinion that the Commission should use its power to 
discourage rather than encourage delays of this nature. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


THE SUSQUEHANNA POWER COMPANY AND PHILADELPHIA 
ELECTRIC POWER COMPANY, PROJECT NO. 405 


ORDER APPROVING REVISED EXHIBIT 
(Issued January 15, 1959) 


Application was filed December 8, 1958, as revised December 23, 1958, 
by The Susquehanna Power Company and Philadelphia Electric Power Com- 
pany, joint licensees for Project No. 405, known as the Conowingo Project, for 
approval of revised Exhibit K (FPC No. 405-51). 

Exhibit K, as revised, proposes changes in the project boundary, namely, 
the exclusion of 133.9 acres of land privately owned which is to be sold to 
Philadelphia Electric Company (parent company of Philadelphia Electric Power 
Company) for a construction site of a nuclear power plant. A second tract 
within the project boundary is to be sold to Philadelphia Electric Company, 
subject to reservation of rights of project use, in order to obtain water for 
use in connection with the construction and operation of the nuclear power 
plant and possible future thermal generating plants. 

The new project boundary will be fixed at the 110 foot contour which 
is the normal operating elevation of the Conowingo project. 


The Commission finds: 

(1) Revised Exhibit K (FPC No. 405-51) conforms to the Commission’s 
rules and regulations and should be approved as part of the license as herein- 
after provided. 

(2) Exhibit K (FPC No. 405-18), which is now a part of the license, 
should be eliminated therefrom as hereinafter provided. 


The Commission orders: 

(A) The above-described revised Exhibit K (FPC No. 405-51) is approved 
as part of the license for Project No. 405. 

(B) Exhibit K (FPC No. 405-18) is excluded from the license for Project 
No. 405. ; 

(C) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313(a) 
of the Federal Power Act, and failure to file such an application shall consti- 
tute acceptance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-—16821 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY 


(Issued January 16, 1959) 


On October 28, 1958, El Paso Natural Gas Company (Applicant) filed an ap- 
plication in Docket No. G—16821, pursuant to Section 7(c) of the Natural Gas 
Act, for a certificate of public convenience and necessity authorizing the con- 
struction and operation of certain natural gas facilities for the delivery and sale 
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of additional volumes of natural gas for the account of an existing customer, 
Southern Union Gas Company (Southern Union), all as more fully set forth in 
the application. 

The proposed facilities consist of approximately 14.6 miles of 2-inch lateral 
pipeline extending from a point on Applicant’s existing 26-inch main pipeline 
near El Paso, Texas, northeast to the United States Army’s McGregor Firing 
Range Camp in Otero County, New Mexico. Also proposed is a metering sta- 
tion at the terminus of the proposed 2-inch line where the gas will be delivered 
to the McGregor Camp for the account of Southern Union. 

The total estimated capital cost of Applicant’s proposed facilities is $125,000, 
which will be furnished by the U.S. Government as a connection charge, pur- 
suant to a contract dated October 17, 1958, between Applicant and the Department 
ofthe Army. Applicant will own, maintain, and operate the facilities as long as 
it provides service to the McGregor Camp, after which title to the facilities will 
rest with the Government. 

The gas requirements of the McGregor Camp are estimated at 1,224 Mcf ona 
peak day and 96,000 Mcf per year for each of the first three years of operation. 
The gas will be used for the heating and fuel requirements of the Camp. The 
relatively small volumes required will have no adverse effect upon Applicant’s 
gas supply or capacity to render existing service. 

Temporary authority to construct and operate the facilities proposed in the 
application herein was granted to Applicant on November 7, 1958. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
January 6, 1959, recessed from December 23, 1958, respecting the matters involved 
in and the issues presented by the application. No petition to intervene or pro- 
test to the granting of the application has been received. Staff counsel moved 
orally at the hearing that the intermediate decision procedure be omitted and 
that the Commission render a decision herein pursuant to Section 1.30(c) (1) of 
the Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, El Paso Natural Gas Company, a Delaware corporation having 
its principal place of business in El Paso, Texas, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of January 11, 1944, in Docket No. G-288 (4 FPC 486). 

(2) The facilities hereinbefore described, as more fully described in the 
application in this proceeding and the exhibits appended thereto, are proposed 
to be used in the transportation and sale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, as integral parts of Applicant’s 
existing pipeline system and the construction and operation thereof by Ap- 
plicant are subject to the requirements of Subsections (c) and (e) of Section 
7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and condi- 
tions set forth in paragraphs (a), (b), (c) (3), (c) (4), and (e) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) 
should attach to the certificate hereinafter issued to Applicant and to the exer- 
cise of the rights granted thereunder, and that the time within which construc- 
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tion of the facilities authorized by this order shall be completed and placed in 
actual operation should be fixed at six months from the date on which this 
order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Company to construct and operate the 
facilities hereinbefore described, all as more fully described in the application 
in this proceeding and the exhibits appended thereto, for the transportation and 
sale of natural gas subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (3), (ce) (4), and (e) of Section 157.20 of the Commission’s Regulations un- 
der the Natural Gas Act shall attach to the issuance of the certificate granted 
in paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act is hereby 
fixed at six months from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


CITIES SERVICE GAS COMPANY, DOCKET NO. G-17020 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 16, 1959) 


On November 20, 1958, Cities Service Gas Company (Applicant) filed in 
Docket No. G—17020 an application pursuant to Section 7(c) of the Natural 
Gas Act for a certificate of public convenience and necessity authorizing the 
construction and operation of a tap and metering facilities on Applicant’s 12- 
inch main transmjssion pipeline in Miami County, Kansas, in order to deliver 
and sell natural gas to an existing customer, The Gas Service Company (Gas 
Service), for resale in the town of Somerset, Kansas. 

It appears that heretofore the town of Somerset has been supplied with local 
intrastate gas by Gas Service, which local supply is now depleted and it is de- 
sired to substitute therefor interstate natural gas to be purchased from Ap- 
plicant. 

The estimated natural gas requirements under this application are: 
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The total capital cost of Applicant’s proposed facilities is $3,420, which is to 
be financed by a contribution in aid of construction from Gas Service. 

The small volumes of gas required will not adversely affect Applicant’s ability 
to meet the market requirements of its existing customers. 

Temporary authorization to operate the subject facilities as proposed in the 
application in this proceeding was granted to Applicant on December 30, 1958. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
January 6, 1959, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c) (1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Cities Service Gas Company, a Delaware corporation having 
its principal place of business in Oklahoma City, Oklahoma, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of December 28, 1943, in Docket No. G-298 (4 FPC 
471). 

(2) The facilities hereinbefore described, as more fully described in the appli- 
cation herein, are used in the transportation and sale of natural gas in interstate 
commerce as integral parts of Applicant’s existing pipeline system and the con- 
tinued operation thereof by Applicant is subject to the requirements of Sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The continued operation of the facilities as proposed by Applicant is 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act (18 CFR 157.20) should attach 
to the certificate hereinafter granted to Applicant and to the exercise of the 
rights granted thereunder. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Cities Service Gas Company to continue to operate the 
facilities hereinbefore described, all as more fully described in the application 
in this proceeding and the exhibits appended thereto, for the delivery and sale 
of natural gas to The Gas Service Company as therein described, under the 
terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act shall 
attach to the issuance of the certificate granted in paragraph (A) hereof and to 
the exercise of the rights granted thereunder. 
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Before Commissioners : Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TEXAS GAS TRANSMISSION CORPORATION, DOCKET NO. G-16358 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING AND APPROVING ABANDONMENT 


(Issued January 16, 1959) 


Texas Gas Transmission Corporation (Applicant), a Delaware corporation, 
with its principal place of business in Owensboro, Kentucky, filed an application 
on September 19, 1958, as supplemented on October 31, 1958, for permission and 
approval to abandon by sale to Western Kentucky Gas Company (Western 
Kentucky) a total of 26.5 miles of 2- to 8-inch pipeline and appurtenant facili- 
ties and for a certificate of public convenience and necessity authorizing the 
relocation and operation of certain meter stations as hereinafter described, 
subject to the jurisdiction of the Commission, all as more fully represented in 
the application. 

Applicant states that pursuant to a letter agreement between it and Western 
Kentucky executed August 27, 1958, Applicant proposes to sell to Western 
Kentucky for the sum of $20,000, certain natural gas facilities described 
below : 

(1) The Sebree 2-inch line No. 331, Webster County, Kentucky, extending 174 
feet westerly from Texas Gas’ Sebree town border station to a connection with 
an existing 2-inch pipeline of Western Kentucky. 

(2) The Russellville 4-inch line No. 703, Logan County, Kentucky, extending 
567 feet northeasterly from Texas Gas’ Russellville town border station to a 
connection with an existing Western Kentucky pipeline serving Russellville. 

(3) The Franklin 4-inch line No. 801, Simpson and Warren Counties, Ken- 
tucky, extending 37,565 feet northward from Texas Gas’ Franklin town border 
station to a point approximately 5 feet south of the Woodburn, Kentucky, 
2-inch side valve serving the Woodburn town border station. 

(4) The Bowling Green 8-inch line No. 901, Warren County, Kentucky, 
extending 4,270 feet northeasterly from Texas Gas’ Bowling Green town border 
station to an interconnection with Applicant’s Bowling Green 6-inch north and 
south spurs, together with such spurs extending 5,257 feet and 4,104 feet, 
respectively, to interconnections with an existing Western Kentucky pipeline 
serving Bowling Green. 

(5) The Scottsville 3- and 4inch line No. 809, Warren County, Kentucky, 
extending 26,985 feet southward from Texas Gas’ meter station at Petros to 
the terminus of such line near Drakes Creek. 

(6) The Glasgow 6-inch line No. 917, Barren County, Kentucky, extending 
8,410 feet east and southward from Texas Gas’ Glasgow town border station 
to a connection with an existing Western Kentucky pipeline serving Glasgow. 

(7) The Hopkinsville 6-inch line No. 702, Christian County, Kentucky, ex- 
tending 57,783 feet northeastward from Texas Gas’ Hopkinsville town border 
station to an interconnection with Texas Gas’ existing Russellville to Newberg 
Road 10-inch mainline. 

The application states that the subject facilities are presently used to sell 
and deliver natural gas to Western Kentucky at various town border and farm 
tap meters for resale in communities and to farmers. Applicant will continue 
to sell the same volumes of gas to Western Kentucky, but at slightly different 
locations. 
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Applicant states that prior to the transfer, it will relocate its Hopkinsville 
and Franklin sales meter stations to the effective points of interconnection of 
Applicant’s existing facilities and the respective facilities to be transferred te 
Western Kentucky so that such stations will meter the gas immediately before 
delivery to Western Kentucky. 

The application states that the transfer of the Hopkinsville, Franklin and 
Scottsville facilities is proposed because they are used only to serve farm tap 
customers of Western Kentucky and can be easily integrated into the latter’s 
existing distribution operation. 

The other sections of pipelines to be transferred are located downstream 
from meter stations at which sales are made to Western Kentucky and, Appli- 
eant states, should belong to Western Kentucky because it owns the gas 
transported through such lines. No change in the location of such meter 
stations is proposed. 

The estimated cost of such relocation is $7,700, which Applicant proposes 
to defray from cash on hand. 

Pursuant to due notice, a public hearing was held in Washington, D.C. 
on January 6, 1959, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, a Delaware corporation, having its principal place of business 
in Owensboro, Kentucky, is a “natural-gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities proposed to be abandoned as hereinbefore described, are 
used in the transportation and sale of natural gas in interstate commerce 
subject to the jurisdiction of the Commission and such abandonment is subject 
to the requirements of subsection (b) of Section 7 of the Natural Gas Act. 

(83) The proposed abandonment of the facilities for the purposes requested is 
permitted by the public convenience and necessity, and permission and authori- 
zation therefor should be granted as hereinafter ordered. 

(4) The facilities proposed to be constructed and operated as heretofore 
described are to be used in the transportation and sale of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission and the 
construction and operation thereof by Applicant are subject to the requirements 
of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(5) The construction and operation of the facilities proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued. 

(6) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules and regulations of the Commission thereunder. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c)(1), (8), (4) and (e) of 
Section 157.20 of the Commission’s General Rules and Regulations, including 
the Rules of Practice and Procedure, should attach to the issuance of the 
certificate referred to in paragraph (5) above, and to the exercise of the 
rights granted thereunder, and that the time within which construction of 
facilities authorized by this order should be completed and said facilities 
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should be placed in actual operation should be fixed at 6 months from the date 
on which this order issues. 

(8) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure under Section 1.30(c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 


not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of said Rules. 


The Commission orders: 


(A) Permission and approval be and is hereby granted Applicant to abandon 
the facilities as heretofore described, as more fully represented in its application 
and exhibits in this proceeding. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the natural gas fa- 
cilities as hereinbefore described, all as more fully described in the application 
in this proceeding, upon the terms and conditions of this order. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 


Section 157.20 of the Commission’s Rules is hereby fixed at 6 months from the 
date on which this order issues. 

(E) Applicant shall advise the Commission of the date of abandonment of 
the facilities within 10 days of the date of such abandonment. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


GULF STATES UTILITIES COMPANY, DOCKET NO. E-6855 
SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS 
(Issued January 19, 1959) 


By order issued January 2, 1959, 21 FPC 5, in the above-entitled matter, the 
Commission authorized Gulf States Utilities Company (Applicant) to issue and 
sell at competitive bidding $10,000,000, principal amount of First Mortgage 
Bonds, Series due 1989,* subject to the provisions, among others, as set forth in 
Paragraph (B) of that order as follows: 

“(B) The proposed issuance and sale of Preferred Stock and the proposed 
issuance and sale of Bonds at competitive bidding shall not be consummated until : 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2(k) (3) of the Commission’s Regulations under the Federal 
Power Act relating to compliance with competitive bidding requirements, and 
Section 34.2(k) (4) of those Regulations relating to affiliation, and shall have 
either filed such amendments or shall have mailed them and advised the Com- 
mission by telephone and telegraph, as contemplated in Section 34.9 of the 
Regulations. 

(ii) The Commission, by further orders, shall have approved (1) the price 
to be received by Applicant for the proposed issuance of Preferred Stock and the 
dividend rate thereon; and (2) the price to be received by Applicant for the 
proposed issuance of Bonds and the interest rate thereof.” 


*That order also authorized Applicant to issue and sell through competitive bidding 
100,000 shares of Preferred Stock, par value $100 per share. By supplemental order 
issued January 13, 1959, 21 FPC 31, in the above-entitled matter, the Commission ap- 
proved the price and dividend rate for the proposed issuance of Preferred Stock. 
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Applicant, on January 19, 1959, filed an amendment, pursuant to the require- 
ments of the aforementioned Commission order, in which it states, among other 
things, that it proposes to accept, as representing the lowest annual cost of 
money to it, the joint bid of Merrill Lynch, Pierce, Fenner & Smith Incorporated 
and White, Weld & Co. to purchase the proposed issuance of Bonds at the price 
of 101.689% of principal amount, with an interest rate of 4%,% per annum. 

The Commission finds: 

(1) Applicant has satisfactorily complied with the requirements concerning 
the issuance of Bonds contained in Paragraph (B) of the Commission’s order 
issued January 2, 1959, in the above docket; and under the bid it proposes to 
accept for the Bonds, the price to be received by Applicant therefor and the 
interest rate thereof are approved as reasonable. 

(2) The proposed issuance and sale of Bonds, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of Applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance of service by Applicant as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes, 


The Commission orders: 


(A) The price to be received by Applicant for the proposed Bonds and the 
interest rate thereof under the bid referred to above are approved as reasonable. 

(B) The proposed issuance and sale of Bonds referred to above, upon the 
terms and conditions, and for the purposes specified in the application, as sup- 
plemented by the amendment referred to above, hereby are authorized, subject 
only to the provisions of Paragraph (A) insofar as they relate to the issuance 
and sale of Bonds, and of Paragraphs (C), (D) and (E) of the Commission’s 
order issued January 2, 1959, in the above docket. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


CITY OF TACOMA, WASHINGTON, PROJECT NO. 2016 


ORDER AMENDING LICENSE (MAJOR) AND PERMITTING WITHDRAWAL OF APPLICATION 
TO AMEND LICENSE 


(Issued January 19, 1959) 


City of Tacoma, Washington, licensee for major Project No. 2016, filed an 
application on April 23, 1957, as modified on September 15, 1958, for amendment 
of Article 28 of the license for the project. The licensee also filed on September 
15, 1958, a request for permission to withdraw its application filed on June 2, 
1955, to amend Articles 28 and 35 of the license inasmuch as amendment of 
Article 28 only is now sought. 

Project No. 2016 consists of the Mossyrock and Mayfield developments on 
the Cowlitz River in Lewis County, Washington. 

The license for Project No. 2016, issued November 28, 1951, 10 FPC 424, 
effective as of January 1, 1952, provided in Article 28 that the licensee com- 
mence construction of the project within two years of the effective date of the 
license and complete the project works in 36 months. By our order issued 
February 26, 1954, the time for commencement of construction of the project 
was extended to December 31, 1955. The licensee now seeks an amendment of 
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Article 28 to permit resumption of construction of the project by July 1, 1959, 
and to extend the time for completion of construction to July 1, 1962. 

The licensee states that the additional time is necessary to compensate for 
long delays occasioned by litigation, which was not terminated until August 
1958. Time is also needed for bringing cost data, engineering estimates, and 
economic and financial studies up-to-date, for reobtaining an engineering and 
supervisory staff, for revising plans and specifications, and for awarding con- 
tracts. In addition, the licensee represents that seasonal water and weather 
conditions will prevent work being resumed on the project until about July 1959. 

Subsequent to the issuance of the license for the project, its construction was 
impeded because of court proceedings. See City of Tacoma v. Taxpayers, 357 
U.S. 820. However, it appears that the licensee has in good faith and with due 
diligence prosecuted construction of the project insofar as possible under the 
limitations resulting from such proceedings. 

The Director of the Department of Fisheries, State of Washington, by letter 
filed November 4, 1958, commented upon the application for amendment of 
Article 28 of the license and requested that the Commission require the licensee 
to reinstate its agreement with the fisheries agencies relative to the design of 
fish facilities and to cooperate with the State in working out a program of 
compensation for the over-all losses to the fishery which it is said the construc- 
tion and operation of the project will cause. By letter filed November 28, 1958, 
the licensee indicated that it contemplates entering again into cooperative agree- 
ments with the fisheries agencies for the continuation of fish studies immedi- 
ately following the granting of the extension of time for completion of the 
project works. Articles 30 and 31 of the license adequately provide for coopera- 
tion with fisheries agencies and for protection of the fishery by the licensee. 


The Commission finds: 


(1) It is appropriate to grant the licensee’s request for permission to withdraw 
its application filed on June 2, 1955, to amend Articles 28 and 35 of the license 
as hereinafter provided. 

(2) Public notice of the application, as modified on September 15, 1958, for 
amendment of Article 28 of the license has been given. No protests have been 
received. 

(3) It is not incompatible with the public interest to permit resumption of 
construction of the project and to extend the period for completion of the project 
works as hereinafter provided. 


The Commission orders: 


(A) The licensee’s request for permission to withdraw its application filed 
on June 2, 1955, to amend Articles 28 and 35 of the license for Project No. 2016 
is granted. 

(B) Article 28 of the license for Project No. 2016, issued November 28, 1951, 
is amended to read as follows: 

Article 28. The Licensee shall resume construction of the project by July 1, 
1959; shall thereafter in good faith and with due diligence prosecute such con- 
struction ; and shall complete the project works by July 1, 1962. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act, and failure to file such an application shall constitute ac- 
ceptance of this amendment of license. In acknowledgment of the acceptance 
of this amendment of license, this order shall be signed for the licensee and 
returned to the Commission within 60 days from the date of its issuance. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


BLACK HILLS POWER AND LIGHT COMPANY, DOCKET NO. E-6857 
ORDER AUTHORIZING ISSUANCE OF COMMON STOCK 
(Issued January 21, 1959) 


Black Hills Power and Light Company (Applicant), incorporated under the 
laws of the State of South Dakota and qualified to do business as a foreign 
corporation in the State of Wyoming, with its principal place of business at 
Rapid City, South Dakota, filed an application on December 22, 1958, as sup- 
plemented on January 2, 13, and 19, 1959, for an order, pursuant to Section 204 
of the Federal Power Act, authorizing the issuance of a maximum of 46,887 
additional shares of Common Stock, $1 par value per share. Applicant proposes 
to issue the additional shares of its Common Stoek for the following purposes: a 
maximum of 39,942 shares for conversion of its Cumulative Preferred Stock, $25 
par value per share, 4.56% Series (4.56% Preferred Stock), and a maximum of 
6,945 shares in payment of a stock dividend of 2% on its Common Stock. 

Pursuant to a “Notice of Redemption, of Expiration of Conversion Rights and 
of Offer to Purchase”, which Applicant proposes to distribute to its 456% 
Preferred Stockholders on or about January 22, 1959, the outstanding 4.56% 
Preferred Stock, at the option of the holders thereof, may be converted into 
Common Stock of Applicant at the rate of 1.02 shares of Common Stock for each 
share of 4.56% Preferred Stock at any time up to and including February 18, 
1959, and all outstanding 4.56% Preferred Stock which is not converted prior 
to the expiration of the conversion period will be subject to redemption by Ap- 
plicant on February 24, 1959, at the price of $26.50 per share plus accrued divi- 
dends of $0.2628 per share, or a total price of $26.7628 per share. The stock 
dividend on Common Stock will be payable on March 1, 1959, to holders of Com- 
mon Stock of record on February 25, 1959, including holders of Common Stock 
issued upon conversion of 4.56% Preferred Stock. The proposed issuance of 
additional Common Stock, whether for conversion of the 4.56% Preferred Stock 
or in payment of the stock dividend, will not involve the receipt of any proceeds 
by Applicant.’ 

In November 1954, Applicant issued and sold 39,200 shares of its 4.56% Pre- 
ferred Stock pursuant to Commission order issued November 24, 1954, Docket 
No. E-6584. To convert all these shares into Applicant’s Common Stock would 
require the issuance of approximately 39,942 additional shares of Common Stock, 
as stated in the application. Applicant represents, however, that approximately 
6,815 shares of its 4.56% Preferred Stock have already been converted into its 
Common Stock with the result that at the close of business on January 16, 1959, 
there were outstanding 32,385 shares of its 4.56% Preferred Stock. To convert 
such outstaifding shares into Applicant’s Common Stock on the aforementioned 
basis of 1.02 shares of Common Stock for each share of 4.56% Preferred Stock 
would require the issuance of approximately 33,033 additional shares only of 
Common Stock. 

Applicant proposes to enter into a Standby Agreement with Dillon, Read & 
Co. Inc. and certain other investment bankers (hereinafter collectively called 
Dillon, Read) whereby Dillon, Read agrees to purchase all shares of Applicant’s 


1 Where fractional shares of Common Stock would be required to effect conversions of 
the 4.56% Preferred Stock or in payment of the stock dividend, scrip certificates will be 
issued to represent such fractional shares. 
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456% Preferred Stock tendered to Dillon, Read at any time prior to the close 
of business on February 18, 1959, at a price of $26.90 per share and to convert 
the shares of 4.56% Preferred Stock so purchased into Applicant’s Common Stock 
at or before the close of business on February 18, 1959. The Common Stock so 
acquired by Dillon, Read may be sold at any time or from time to time by 
Dillon, Read. Under the terms of the Standby Agreement, Applicant agrees to 
pay to Dillon, Read as compensation for its undertaking an amount equal to (a) 
$10,000.00 plus (b) an additional amount computed as follows: If the Common 
Stock acquired by Dillon, Read on conversion of Applicant’s 4.56% Preferred 
Stock purchased by Dillon, Read pursuant to its offer set forth in the Standby 
Agreement aggregates 10% or less of the Reserved Shares,’ none; or if the 
Common Stock so acquired by Dillon, Read aggregates more than 10%, but does 
not exceed 25%, of the Reserved Shares, an amount equal to 50 cents per share 
for the total number of shares of Common Stock so acquired; or if the Common 
Stock so acquired by Dillon, Read aggregates more than 25% of the Reserved 
Shares, an amount equal to $1.00 per share for the total number of shares of 
Common Stock so acquired. Applicant will also reimburse Dillon, Read, in ac- 
cordance with the Standby Agreement, for its out-of-pocket expenses incurred in 
connection with the proposed transactions in an amount not to exceed $2,500.00. 

The application indicates that the proposed Standby Agreement will enable 
any holder of Applicant’s 4.56% Preferred Stock to sell to Dillon, Read any 
shares thereof which such holder does not desire to surrender for redemption 
or conversion or to sell on the market. As of January 16, 1959, the bid and 
asked quotations of Applicant’s Common Stock on the over-the-counter market 
were 3214 and 34%, respectively. The Applicant represents that the terms of 
the proposed Standby Agreement are favorable to Applicant and are necessary 
to assure (a) the conversion of as many shares of Applicant’s 4.56% Preferred 
Stock as is possible despite any adverse market conditions, such as a bid price 
for the Common Stock approximating the redemption price of the 4.56% Pre 
ferred Stock, or other conditions which could affect such conversion; (b) the 
elimination of expenditure of a substantial amount of cash in the redemption 
of the 4.56% Preferred Stock; and (c) an increase in the common equity 
of Applicant. 

The application sets forth that the proposed stock dividend will result in a 
broader market for Applicant’s securities and a probable increased market 
interest therein, thereby aiding Applicant in future financing, and will con- 
serve Applicant’s cash (compared to an increase in the cash dividend rate on 
Common Stock), thereby providing funds needed for additions and improve- 
ments to Applicant’s property. 

Written notice of the application has been given to the South Dakota Public 
Utilities Commission and to Public Service Commission of Wyoming and to 
the Governor of each of those States. Notice of the application was also pub 
lished in the Federal Register on January 7, 1959 (24 F.R. 176), stating that 
any person desiring to be heard or to make any protest with reference to the 
application should on or before January 12, 1959, file with the Federal Power 
Commission, Washington 25, D.C., petitions or protests. No petition or protest 
or request to be heard in opposition to the granting of the application has been 
received. 

The Public Service Commission of Wyoming, by order entered January 19, 
1959, authorized Applicant to issue 46,887 additional shares of Common Stock 
for the purpose of conversion and stock dividend as described above. 


2? Reserved Shares are defined in the Standby Agreement as being the maximum number 
of shares of Common Stock into which the shares of 4.56% Preferred Stock called for 
redemption on February 24, 1959, are convertible. 
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The Commission finds: 


(1) Applicant, a South Dakota corporation, owns and operates facilities 
which are used for the transmission and sale at wholesale of electric energy 
which is transmitted between the States of Wyoming and South Dakota and 
consumed outside the State in which generated, all of which facilities are in 
addition to and do not include facilities used for the generation of electric 
energy or facilities used in local distribution or only for the transmission of 
electric energy in intrastate commerce, or facilities for the transmission of 
electric energy consumed wholly by the transmitter, and Applicant is, therefore, 
a public utility within the meaning of that term as used in Section 204 of the 
Federal Power Act. 

(2) The proposed issuance of Common Stock, described above, will con- 
stitute an issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204(f) of the Act; and the proposed issuance of Com- 
mon Stock, described above, is, therefore, not exempt by virtue of that Section 
from the requirements of Section 204 of the Act. 

(4) The proposed issuance of Common Stock, described above, is exempt 
from the competitive bidding requirements of Section 34.la of the Commis- 
sion’s Regulations under the Federal Power Act by reason of Paragraph 
34.la(a) (1) thereof. 

(5) Dillon. Read & Co. Ine. is not affiliated directly or indirectly with the 
Applicant through ownership of securities of Applicant or through such owner- 
ship by any directors, officers or stockholders of Dillon, Read & Co. Inc., or 
otherwise. The fees to be paid by Applicant to Dillon, Read & Co. Inc. in con- 
nection with the proposed transactions were fixed by arm’s-length negotiation 
and are not unreasonable. 

(6) The proposed issuance of Common Stock, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of the Applicant and 
compatible with the public interest, which is appropriate for and consistent 
with the proper performance by the Applicant of service as a public utility and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 

(7) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance by Applicant of the aggregate number of shares 
of its Common Stock as is required (a) for conversion of its 4.56% Preferred 
Stock outstanding on the date of issuance of this order, and (b) in payment 
of a 2% stock dividend on its Common Stock outstanding on the record dute 
of such dividend, upon the terms and conditions set forth in the application, 
is hereby authorized, subject to the provisions of this order. 

(B) Applicant shall charge the expenses incurred in connection with the 
proposed transactions, described above, to Account 271, Earned Surplus. 

(C) This authorization shall expire unless the transactions hereby author- 
ized are consummated within 60 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of costs, or any other matter 
whatsoever which is now pending or which hereafter may come before this 
Commission or any other regulatory body. 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


UNITED STATES DEPARTMENT OF THE INTERIOR, SOUTHWESTERN 
POWER ADMINISTRATION, DOCKET NO. E-6407 


ORDER CONFIRMING AND APPROVING RATES FOR SALE OF ELECTRIC POWER AND ENERGY 
(Issued January 23, 1959) 


Pursuant to the Flood Control Act of 1944 (58 Stat. 887), the Secretary of 
the Interior, on behalf of the Southwestern Power Administration (SWPA) 
on August 14, 1958, submitted for confirmation and approval proposed increased 
rates for the second five-year period beginning January 1, 1959, for the sale 
of power and energy to Arkansas Power and Light Company, as provided for 
under the terms of an agreement, dated January 29, 1952, as supplemented, 
between the United States of America, Arkansas Power and Light Company 
(Arkansas Power) and Reynolds Metals Company (Reynolds). 

By order issued April 28, 1952, the Commission approved the schedule of 
rates and charges embodied in the agreement of January 29, 1952, as amended 
by supplemental agreement of April 24, 1952, to be effective for the 30-year 
term thereof,! subject to the provisions of the supplemental agreement for 
redetermination of rates by the Secretary for the second and each succeeding 
five-year period and confirmation and approval by the Commission. 

The agreement, as supplemented, provides for SWPA to sell 150,000 kilowatts 
and 30,000,000 kilowatt-hours per month of firm hydroelectric power and energy 
to Arkansas Power and for the latter in turn to sell 110,000 kw at a high load 
factor to Reynolds at its aluminum plant at Arkadelphia, Arkansas. Payment 
by Arkansas Power during the first five-year period of the contract term, is 
at the rate of 6 mills per kwh for the first 22,000,000 kwh of monthly energy 
and 3 mills per kwh for the remaining 8,000,000 kwh; the average of these 
rates, 5.2 mills, is referred to as the base rate. In addition, SWPA may sell 
to Arkansas Power up to 25,000,000 kwh of secondary energy per month at a 
rate of 1.25 mills per kwh during the first five-year period of the term of the 
agreement; 1.50 mills per kwh during the next ten-year period; 1.75 mills -per 
kwh during the next five-year period and 2.00 mills per kwh during the final 
ten-year period. 

The agreement further provides that the base rate for firm power service 
shall be reviewed and redetermined by the Secretary effective as of the com- 
mencement of the second and each succeeding five-year period provided that the 
increased rate resulting therefrom shall not exceed, for each such period, 10% 
15%, 17%, 20% and 22%4% respectively, of the initial base rate: nor shall 
such redetermined rate be higher than would be required to meet the standards 
of Section 5 of the Flood Control Act of 1944 if equally applied to all customers 
of SWPA that are similarly situated. 

In the above filing the Secretary reports that, pursuant to the agreement, he 
has reviewed the base rate and has redetermined it to be 110% of the initial 
base rate effective for the period of the sixth through the tenth year of service 
thereunder beginning with January 1, 1959, and requests confirmation and 
approval thereof by this Commission. The proposed rate is 6.6 mills per kwh 


1 The 30-year term began January 1, 1954. 





8 


EE 








FEDERAL POWER COMMISSION 47 


for the first 22,000,000 kwh of monthly energy and 3.3 mills per kwh for the 
remaining 8,000,000 kwh, which increases the base rate from 5.2 to 5.72 mills 
per kwh. 

In support of the proposed increased rates, the Secretary refers to the informa- 
tion and data submitted in connection with the filing of November 16, 1956, 
in Docket No. IT-5971, et al., and advises that the “inequities” in the base rate 
which the information and data showed to exist in 1956, still exists and will 
continue to do so. The information and data referred to compare the higher 
costs in 1956 with those in 1952, from which the present base rate was deter- 
mined. The majority of such higher costs results from (1) the allocation of 
a greater amount of project investment to power by using the separate costs- 
remaining benefits method of cost allocation instead of the methods previously 
used, and (2) the reduction in the amount of primary energy available from 
the projects. 

These increases in costs referred to by the Secretary were recognized by the 
Commission in Docket No. IT-5971, et al., and among other things were the 
basis for approval of the increased rates for service rendered from SWPA’s inte- 
grated system as set forth in the Commission’s order issued August 9, 1957. 
Such increase in rates as applied to SWPA’s firm customers amounted to 27%. 

An analysis of the costs studies filed with the Commission in Docket No. 
IT-5971, et al., and with particular reference to the facilities use and services 
rendered to Arkansas Power, shows that the proposed rates will not produce 
revenues in excess of the cost of service to Arkansas Power. 

Arkansas Power and Reynolds were invited to comment on the filing by 
the Secretary and have filed protests to the proposed increased rates requesting 
that the application therefore be rejected. In support of their contention, 
they refer to certain cost studies which they submitted with their previous 
protests filed in Docket No. IT-5971, et al. In these cost studies in which 
the companies attempt to show that the present rates are adequate they fail 
either (1) to include all facilities necessary to render service to Arkansas 
Power or (2) to recognize the increases in cost applicable thereto. 

Arkansas Power requests that in the event the Commission should not forth- 
with reject the proposed increased rates that before further action is taken 
a hearing be held thereon. The Flood Control Act does not require or provide 
for hearings before the Commission in carrying out its function of passing on 
rates submitted by the Secretary. The disposition and sale of power under the 
Flood Control Act constitutes a function of disposing of public property and as 
such is exempted from the requirements of the Administrative Procedure Act 
(5 U.S.C. 1003). A hearing in this matter would not assist the Commission in 
carrying out its function and the request should therefore be denied. 


The Commission finds: 


(1) The proposed rates as redetermined by the Secretary for the second five- 
year period beginning January 1, 1959, for the sale of power and energy to 
Arkansas Power, as provided for under the terms of the agreement referred to 
above are not higher than would be required to meet the standards of Section 5 
of the Flood Control Act of 1944 if equally applied to all customers of SWPA that 
are similarly situated. 

(2) The proposed rates as redetermined by the Secretary for the second 
five-year period beginning January 1, 1959, for the sale of power and energy to 
Arkansas Power, as provided for and limited by the terms of the agreement 
referred to above are justified and should be approved. 
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The Commission orders: 


(A) The proposed rates as redetermined by the Secretary for the second 
five-year period beginning January 1, 1959, for the sale of power and energy 
to Arkansas Power as provided in the agreement referred to above, hereby are 
confirmed and approved. 

(B) The request by Arkansas Power for hearing in this matter is denied for 
reasons stated above. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


MISSISSIPPI RIVER FUEL CORPORATION, DOCKET NO. G-2153 


ORDER APPROVING PROPOSED REFUND REQUIRING THE FILING OF CHANGE IN RATE, AND 
PROVIDING FOR OTHER REFUNDS 


(Issued January 23, 1959) * 


Mississippi River Fuel Corporation (Mississippi), on October 28, 1958, sub- 
mitted a proposal in purported compliance with the rate settlement, which was 
entered into between Mississippi and its interstate wholesale customers in 1953, 
and accepted by our Opinion No. 253 and accompanying order issued June 3, 1953, 
in Mississippi River Fuel Corporation, Docket No. G-2153 (12 FPC 151). Under 
the provisions of the proposal, Mississippi plans: (1) To refund to its interstate 
wholesale customers for the period commencing November 8, 1955, and continuing 
through December 31, 1955, a proportionate part ($105,750.98) of the $161,137.71 
received from United Gas Pipe Line Company (United) early in 1956, repre- 
senting the difference between amounts billed under United’s Rate Schedules PL- 
2 and PL-3 and the amount due under United’s Rate Schedule PL-C during the 
period; (2) to file Substitute Third Revised Sheet No. 4 to its FPC Gas Tariff, 
Original Volume No. 1, proposing a change in Rate Schedule F-1 (General Serv- 
ice) to be effective for the period commencing January 1, 1956, and continuing 
through March 31, 1956, only ; and (8) to refund to Mississippi’s interstate whole- 
sale customers $178,684.78 only for the period January 1, 1956, through March 31, 
1956. 

Mississippi served the proposal upon all its interstate wholesale customers. 
To date, responses have been received from Laclede Gas Company (Laclede), 
Illinois Power Company (Illinois Power), and MidSouth Gas Company (Mid- 
South). Laclede’s position is that Mississippi’s present suggestion “wholly 
fails” to comply with the Commission’s order accompanying Opinion No. 253— 
or with the agreement contained in the “Proposed Settlement” which that order 
put into effect. MidSouth is of the same view. Illinois Power asserts that, under 
Opinion No. 253 and the acompanying order, it is Mississippi's obligation to reduce 
its rates pursuant to any final disposition in Docket Nos. G-1142 and G-2019, pro- 
ceedings involved in the rates of United to Mississippi, among others, from 
November 8, 1955, to the date a prospective increase in Mississippi’s rates shall 
be put into effect in the manner prescribed by the Natural Gas Act.* Mississippi, 
on December 3, 1958, filed a reply to the foregoing responses. 


*Order issued April 2, 1959, affirming refund requirement, 21 FPC 450. 

1 Illinois Power suggests that our approval of Mississippi’s proposal be temporarily held 
in abeyance pending a determination of the rights of Illinois Power and the wholesale 
interstate customers of Mississippi under the provisions of Opinion No. 253 and accompany- 
ing order. 
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Upon careful consideration of the terms and conditions of: (a) our Opinion 
No. 253 and accompanying order; (b) the presiding examiner's decision issued 
July 21, 1955, in United Gas Pipe Line Company, Docket Nos. G—1142 and G—2019; 
(c) our order issued therein on November 8, 1955, 14 FPC 406, modifying such 
decision and affirming it as so modified ; (d) our order issued therein on January 
6, 1956, allowing United’s Rate Schedule PL-C to take effect as of November 8, 
1955 ; (e) Mississippi’s proposal ; (f) the responses thereto; and (g) Mississippi’s 
reply thereto; among other things, we conclude that Mississippi’s proposal does 
not satisfy the pertinent provisions of Opinion No. 253 and accompanying order— 
nor the provisions of the settlement agreement entered into between Mississippi 
and its interstate wholesale customers which was the subject matter of that 
opinion. This conclusion is based upon a plain reading of the express terms and 
conditions of Opinion No. 253, and by the facts and circumstances ensuing 
thereafter. 

Paragraph (F) of the order accompanying Opinion No. 253 provided (12 FPC 
151, 160) : 


(F) Mississippi shall, in accordance with Paragraphs VI and VII of the 
aforesaid “Proposed Settlement” submitted herein on May 22, 1953, unless 
otherwise ordered by the Commission, make the refunds and file the changes 
in its Rate Schedule F-1, if United Gas Pipe Line Company is required by 
any final order or orders of the Commission, which are accepted by United 
or become final in any Court review or otherwise, to make any refunds or 
rate reductions to Mississippi in the procecaings pending in Commission 
Docket Nos. G—1142 and G—2019, or in either of them. 


The first of the two paragraphs of the proposed settlement referred to above, 
Paragraph VI (12 FPC at 154-155), simply provided that in the event Missis- 
sippi, in the future, received any refunds from United as a result of a final 
judgment in the Section 4(e) rate proceeding in Docket No. G—2019,* then Mis- 
sissippi would be required to distribute the applicable portion of the refund 
based upon the formula there set forth, to its wholesale interstate customers. 
As will be more fully explained hereinafter, no refunds were received by 
Mississippi as a result of the final judgment in Docket No. G—2019. 

Paragraph VII, of the proposed settlement, unlike Paragraph VI, refers both 
to the Section 5(a) proceeding in Docket No. G-1142* and the Docket No. 
G-2019 proceeding. Simply put, Paragraph VII provides that, upon final dis- 
position of the proceedings in Docket Nos. G-1142 and G—2019 resulting in any 
reduction in the rates charged by United to Mississippi, Mississippi, unless 
otherwise ordered by the Commission, shall reduce its rates so as to pass on 
to its interstate wholesale customers any such rate reduction, based upon the 
formula there set forth, and to be effective as of the date United’s reduced 
rates to Mississippi are made effective. As more fully explained hereinafter, this 
paragraph is controlling in the premises. 

3y the settlement agreement Mississippi and its interstate wholesale custom- 
ers agreed to a Rate Schedule F-1 rate of $1.80 demand charge and 17 cents 
commodity charge, subject to contingent refund and/or reduction as a result of 
the final disposition of the proceedings in Docket Nos. G—1142 and G—2019. 
Mississippi has charged and its interstate wholesale customers have paid the 
above Rate Schedule F-1 rate from and after the date of the issuance of the 
order accompanying Opinion No. 253 until November 1, 1958. On that date a 


2Initiated by order issued August 1, 1952, 11 FPC 1162. 
*Initiated by order issued October 13, 1948. 
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proposed Rate Schedule F-1 rate of $2.00 demand charge and 20 cents com- 
modity charge became effective, upon the filing of a proper motion by Missis- 
sippi, in Mississippi River Fuel Corporation, Docket No. G-15174. The in- 
creased rates and charges sought by Mississippi in Docket No. G—15174 con- 
stitute the first increase in Mississippi’s general service rate since the proceed- 
ing in Docket No. G—2153.* 

Following the acceptance of the settlement herein, the Commission on No- 
vember 8, 1955, affirmed a decision of the presiding examiner in United Gas Pipe 
Line Company; Docket Nos. G-1142 and G-—2019, concerning solely the lawful- 
ness of the rates and charges of United for pipeline service to Mississippi. 
There we found and determined that two different rates and charges for the 
respective parts of a single delivery of natural gas sold in interstate commerce 
by United to Mississippi, where there had been previously two separate con- 
tracts fixing separate rates, were not in the public interest, and should be dis- 
continued. The two separate contracts were (1) a contract executed in 1929, 
Rate Schedule PL-3, calling for a demand charge of 65 cents per Mcf and a 
commodity charge of 9 cents per Mcf made effective January 3, 1953, under 
bond, in Docket No. G—2019; and (2) a 1951 contract, Rate Schedule PL-2, 
calling for a demand charge of $1.30 per Mcf and a commodity charge of 12% 
cents per Mcf, effective as of April 24, 1952, by order issued March 26, 1952, 
Docket No. G—1447.5. We also found such rates to be excessive (by $948,410 
annually based on sales for the year 1952, adjusted), unjust, unreasonable, un- 
duly discriminatory, and preferential. 

To remedy this unduly discriminatory situation, the Commission upon the 
record made in the Section 5(a) proceeding in Docket No. G-—1142 and the 
Section 4(e) proceeding in Docket No. G-—2019, found that rates and charges 
consisting of a demand charge of 75 cents per Mcf per month and a commodity 
charge of 10 cents per Mcf in a single rate schedule for all natural gas sup- 
plied by United to Mississippi (which was the same rate charged all other pipe- 
line customers of United in the so-called Central Rate Zone since August 1, 1954, 
served off of United’s transmission system) were just and reasonable. Inasmuch 
as these charges of 75 cents and 10 cents rate were higher than the 65 cents and 
9 cents charges subject to inquiry in the Section 4(e) proceeding in Docket 
No. G-2019, United was not required to make any refund to Mississippi therein. 
Accordingly, Paragraph VI of the “Proposed Settlement” herein has no 
applicability. 

Upon review of our order of November 8, 1955, the United States Court of 
Appeals for the District of Columbia Circuit in Mississippi River Fuel Corp v. 
F.P.C., 252 F. 2d 622, certiorari denied, 355 U.S. 904, although affirming the 
order in all other respects, vacated it and remanded the proceedings to the 
Commission for determination as to the “factual justification for the price in- 
creases paid by United to Union” (Producing Company), a supplier of United 
and which, like United, is an affiliate in the United Gas Corporation system. 
The further proceedings directed by the Court were held on July 14, 1958. 

By order issued September 11, 1958, 20 FPC 349, we approved a proposed set- 
tlement between United and Mississippi, counsel for Mississippi stating, after 
certain reservations, that he was “authorized and directed to say that Missis- 
sippi hereby accepts the PL-C rate of 75 cents demand and 10 cents commodity 
for a period up to but not including the effective date of the rates filed in 


This proceeding was initiated by order issued May 29, 1958 in Docket No, G-15174. 
5 Both rates were also the subject of inquiry in Docket No. G—1142. 
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Docket No, G—9547”". Also, we approved the refund of $161,137.71 made by 
United and accepted by Mississippi early in 1956 and representing the difference 
between the amounts billed by United under Rate Schedules PL-2 and PL-3 
and the amounts billed by United under Rate Schedules PL-2 and PL-3 and the 
amount due United under Rate Schedule PL-C for the period beginning Novem- 
ber 8, 1955, and ending December 31, 1955. By order issued January 6, 1956, we 
permitted United to place into effect, as of November 8, 1955, revised tariff 
sheets which eliminated the two contract rates to Mississippi and made appli- 
eable to Mississippi as of that date the single rate schedule (PL-C) providing 
for the 75 cents and 10 cents rate. In other words, Mississippi was billed by 
United at the 75 cents and 10 cents rate since January, 1956, through March, 
1956, when the higher rates proposed in Docket No. G—9547 became effective. 
Clearly, United’s refund, which we approved, was not one stemming from Docket 
No. G—2019, but rather was the result of the Section 5(a) proceeding in Docket 
No. G-1142. Only the occurrence of the time lag between the effective date of 
the November 8, 1955, order in Docket Nos. G—1142 and G—2019, the date of 
United’s assertion that its Docket No. G—9547 filing constituted compliance with 
the said order of November 8, 1955, and the date of the Commission’s January 
6, 1956, order referred to above made a refund necessary. 

Our order of September 11, 1958, in Docket Nos. G—1142 and G—2019 must be 
deemed to be a “final order” within the contemplation of Article VII of the 
settlement accepted by Opinion No. 253 and accompanying order. Further, 
the order of September 11, 1958, firms up the reduction in rates charged and 
collected for natural gas sold by United to Mississippi as a result of our orders 
of November 8, 1955, and January 6, 1956, in Docket Nos. G—1142 and G—2019. 
Clearly, under the express provisions of Article VII Mississippi is required, 
unless otherwise ordered by the Commission, to file with the Commission 
changes in its Rate Schedule F-1 to reduce the demand charge of $1.80 and the 
commodity charge of 17 cents per Mcf therein provided so as to permit the pass- 
ing on to Mississippi’s utility customers of the proper amount of such rate re- 
duction. Mississippi asserts now that such reduced rate should consist of a 
demand charge of $1.69 per Mcf and a commodity charge of 16.8 cents per Mcf 
for a limited period only. 

Mississippi takes the position that its responsibility for reduced rates under 
the settlement agreement in Docket No. G-2153 extends only from January 1, 
1956, through March 31, 1956. Apparently that position rests upon Mississippi’s 
conclusion that its obligation to file reduced rates in Docket No. G—2153 termi- 
nated when United’s increased rates proposed in Docket No. G—-9547 became 
effective on April 1, 1956. It may be noted that subsequent increased rates 
of United have been made effective, subject to refund, on November 16, 1956 
(Docket No. G-10592), on December 1, 1957 (Docket No. G—12801), and on 
December 1, 1958 (Docket No. G-15360). None of these proceedings has been 
decided, although hearings have been concluded in Docket Nos. G-9547 and 
G—10592, and those matters will soon be ripe for decision by the presiding ex- 
aminer. Despite the fact that United has filed four rate increases since Docket 
No. G-2019, applicable in part to Mississippi, the latter made no effort to increase 
the Docket No. G—2153 settlement rate until shortly before United filed its fourth 
rate increase (Docket No. G—15360). Mississippi’s first rate increase since the 
settlement rates in the instant proceeding became effective November 1, 1958, 
subject to refund, in Docket No. G—15174. 

We think that Mississippi’s proposal to limit the reduced rates to the period 
ending March 31, 1956, is clearly contrary to the plain provisions of the Com- 


*The proceeding in Docket No. G—9547 was initiated by order issued October 26, 1955. 
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mission’s order issued on June 3, 1953, in Docket No. G—-2153. That order re- 
quires the filing of rates which are to continue in effect until changed by a 
proper rate change proposal under the Act. Mississippi’s proposal is tantamount 
to a claim that we should permit reduced Rate Schedule F-1 rate to be applicable 
for a short period, and then to be automatically followed by a return to the 
$1.80 demand charge and 17 cents commodity charge rate agreed upon by the par- 
ties. But the parties did not agree to such rate, subject to a contingent refund 
and/or reduction as a result of decision in Docket Nos. G-1142 and G—2019 only 
until United made a new increased rate filing. Nowhere is that idea expressed in 
Opinion No. 253 and accompanying order; nor has Mississippi in the five years 
that have intervened made any effort to amend its agreement with its customers. 
Further, the settlement agreement did not bar Mississippi from making rate pro- 
posals under Section 4(d) of the Act. It is too late now to avoid the effect of 
the settlement agreement, which might not have occurred if Mississippi had 
resorted to the remedies available to it under the Natural Gas Act. 

In support of its strained construction, Mississippi repeatedly refers to the 
statement of its counsel in Docket Nos. G—1142 and G-—2019 that Mississippi 
“accepts the PL-C rate of 75 cents demand and 10 cents commodity for the 
period up to but not including the effective date of the rates filed in Docket 
No. G-9547”". But the proceedings in Docket Nos. G—1142 and G-2019 related 
to United’s rates, not Mississippi’s. United's 75 cents and 10 cents charges 
there involved could not have life after the higher Docket No. G—9547 PL-C 
rate of United became effective on April 1, 1956, and Mississippi’s counsel was 
merely asserting a fact. If the purpose of the statement was otherwise, it is 
also clear that nothing in the order issued September 11, 1958, in Docket Nos. 
G-1142 and G—2019, amended, or could amend, the settlement agreement, Opinion 
No. 253 and accompanying order in Docket No. G—2153. None of the parties 
to Docket No. G—2153, except Mississippi, was a party to the proceedings in 
Docket Nos. G—1142 and G-2019. Mississippi’s position is untenable. 

Clearly, Mississippi, in effect, is now endeavoring to alleviate its past failure 
to file increased rate proposals whenever United increased its rates or charges 
to Mississippi. But Mississippi voluntarily chose not to file such proposals. 
Presumably this position was based upon the decision of Mississippi’s manage- 
ment, which, in turn, must be deemed to have been based upon the company’s 
knowledge of the return upon its operations, its costs, and the contingent 
refunds and/or reductions as a result of the final disposition of the proceedings 
in Docket Nos. G-1142 and G-—2019. No substantial reason is apparent for cut- 
ting off the rate reduction as of March 31, 1956. Rather, such reduction must 
be made available to Mississippi’s interstate wholesale customers through Oc- 
tober 31, 1958. 

Laclede and MidSouth argue that the reduced rates should be effective from 
November 8, 1955, rather than from January 1, 1956, through October 31, 1958. 
Technically, their position is sound. As a practical matter, however, Missis- 
sippi’s proposal to refund a proportionate part of the refund received from 
United is tantamount to extending the reduced rate back to November 8, 1955, 
since the billing determinants used in the formula to determine the rate reduc- 
tion are dependent on the effective date (November 8, 1955) of United’s reduction 
in rates. 

Further, we concur with Laclede that Mississippi’s customers today cannot 
be prejudiced by Mississippi’s election to delay reducing its rates until the review 
proceeding of the Commission’s order issued November 8, 1955 in Docket Nos. 
G—1142 and G—2019 was over. Mississippi, in appealing the Commission’s order 
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of November 8, 1955, litigated an issue, among others, which would have re- 
sulted in a cost of gas to it of approximately one million dollars higher than 
the Commission ordered rate. By virtue of such litigation, Mississippi was 
permitted to delay its compliance with our outstanding order in Docket No. 
G-—2153. Certainly, the ultimate consumers, who would have had to pay such 
amount if Mississippi prevailed in its suit, and who have been denied the funds 
belonging to them, should not now be required (contrary to the outstanding 
order) to pay higher than properly computed and filed rates. 

For the foregoing reasons, the Commission finds and determines that it is 
neither necessary nor appropriate in the public interest to approve Mississippi's 
proposal, since it fails to comply with our Opinion No. 253 and accompanying 
order in this proceeding or with the agreement of the parties. 

We find and determine that it is necessary and appropriate in the public 
interest: (1) To approve the proposed refund insofar as it applies to the period 
from November 8, 1955, through December 31, 1955; (2) to require Mississippi 
to file a substitute tariff sheet without any language purporting to limit its 
effectiveness for the period January 1, 1956, through March 31, 1956 only; (3) 
to permit such tendered substitute tariff sheet, as so revised, and when filed to 
take effect as of January 1, 1956; and (4) to provide for an appropriate refund 
for the period from January 1, 1956, through October 31, 1958, constituting the 
difference in charges between those actually made and collected from Missis- 
sippi’s customers during that period and those computed under its Schedule 
F-1 rate, as shown in Substitute Third Revised Sheet No, 4 to Mississippi’s 
FPC Gas Tariff, Original Volume No. 1. 


The Commission orders: 


(A) The $105,750.98 refund proposed by Mississippi to its wholesale inter- 
state customers, representing the portion of the $161,137.71 received by Missis- 
sippi from United for the period beginning November 8, 1955, and ending 
December 31, 1955, is hereby approved. 

(B) Within 15 days from the date of issuance of this order, Mississippi shall 
file Substitute Third Revised Sheet No. 4 to its FPC Gas Tariff, Original Vol- 
ume No. 1 to be effective January 1, 1956, and containing the rates set forth in 
Exhibit A to its October 28, 1958 proposal but without any language purporting 
to limit its effectiveness for the period from January 1, 1956, through March 31, 
1956, only. 

(C) Within 30 days from the date of issuance of this order, Mississippi shall 
refund to its interstate wholesale customers so entitled the difference between 
(i) the amounts actually billed by Mississippi under the 1953 agreed-upon Rate 
Schedule F-1 rate in Docket No. G—2153 and (ii) the amounts which would have 
been collected if such customers had been billed under the Rate Schedule F-1 rate 
set forth in the aforesaid Substitute Third Revised Sheet No. 4 for the period 
beginning with the effective date of such aforesaid revised sheet, i.e., January 1, 
1956, and extending through October 31, 1958, all as heretofore described, to- 
gether with interest at the rate of 6 percent per annum from the date of receipt 
of such excess amounts to the date of refund. Mississippi shall bear all costs 
incident to the making of such refund. 

(D) Within 45 days from the date of issuance of this order, Mississippi shall 
report to the Commission, in writing and under oath, the details of its refunds 
pursuant to paragraph (A) above and the calculations resulting in the refund 
ordered pursuant to paragraph (C), together with a copy of releases from its 
customers with respect to such refunds. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


SUNRAY MID-CONTINENT OIL COMPANY, DOCKET NO. G-16134 
ORDER MODIFYING NOTICE AND ORDER DENYING APPLICATION FOR REHEARING 
(Issued January 23, 1959) 


The Commission, upon its own motion, has reconsidered the notice’ issued in 
the above-captioned proceeding on September 17, 1958 and the subsequent order 
issued therein on November 14, 1958, 20 FPC 721, which denied an application for 
rehearing thereof filed by Sunray Mid-Continent Oil Company (Sunray) on 
October 16, 1958. 

The aforesaid notice was issued by direction of the Commission pursuant to 
Section 157.28 of the Commission’s Regulations under the Natural Gas Act 
(Regulations). Basically, this notice (1) accepted Sunray’s statement filed 
pursuant to Section 157.28(c)(1) of the Regulations subject to certain condi- 
tions; (2) accepted Sunray’s proposed rate schedule pursuant to Section 
157.28(c) (2) of the Regulations, tendered for filing with the required statement, 
subject to the provisions of Sections 154.94(c) and 154.101 of said Regulations; 
and (3) authorized Sunray to sell and deliver natural gas in interstate com- 
merce to Natural Gas Pipeline Company of America (Natural) for resale pend- 
ing a final disposition, upon the merits thereof, of Sunray’s application for a 
permanent certificate of public convenience and necessity. This notice also 
contained certain conditions to the effect that “acceptance of the rate schedule 
for temporary service is no assurance that it will be accepted by the Commission 
for permanent service”, “such authorization and acceptance * * * are without 
prejudice to such final disposition of the certificate application as the record may 
require”, and “once service is commenced under this authorization it may not be 
discontinued without permission of the Commission issued pursuant to the 
provisions of the Natural Gas Act”. 

In its application for rehearing, Sunray objected to the “once-service-is- 
commenced” condition referred to above as well as to the following statement 
which is a part of the aforesaid notice issued September 17, 1958 and appears 
as the second full paragraph thereof. 


Such acceptance is subject to the condition that the price received by 
Sunray for its interest in production from the jointly owned lease here 
involved will be that ultimately found to be just and reasonable in the 
operator’s rate suspension proceedings, Docket Nos. G-11710 and G-14248. 
In addition, Sunray shall submit a statement to this Commission as to its 
willingness to accept a permanent certificate of public convenience and 
necessity, in the subject docket, on the same basis and further conditioned 
to require the filing of an undertaking to assure refund to the purchaser 
of any portion of the increased rates found by the Commission in the 
aforementioned suspension proceedings not justified. 


In general, Sunray contended that such matters constituted conditions and, 
as such, were arbitrary, discriminatory, capricious and unlawful. Sunray 
sought to have the aforesaid notice vacated in so far as it purports to condition 
the temporary authorization therein granted or, in the alternative, the notice 
modified by eliminating the conditions therefrom. The aforesaid order of 


1The “notice” issued pursuant to Section 157.28(d) of the Commission’s Regulations 
under the Natural Gas Act is referred to as a “letter order” in Sunray’s application for 
rehearing filed October 16, 1958. 
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November 14, 1958 denied Sunray’s application for rehearing and affirmed 
all of the language contained in the aforesaid notice and specifically that 
language contained in the full paragraph set out above. 

Upon a review of the facts involved and without deciding in connection 
therewith, it appears that a single section of land, consisting of 640 acres, has 
been unitized. Of this 640 acres, Sunray holds the equivalent of 60 acres and 
The Texas Company similarly holds the remaining 580 acres. Sunray’s in- 
terest consists of 9.375 per cent of all gas produced from any part of this 
unit. Sunray as seller has entered into a contract with Natural Gas Pipeline 
Company of America (Natural) as buyer, dated June 10, 1958 (filed August 22, 
1958) and designated and accepted by the aforesaid notice for filing as Sunray’s 
FPC Gas Rate Schedule No. 167, providing for the sale of gas produced from 
and attributable to its interest in this unit to Natural. With the exception 
of the acreage dedicated and the volumes of gas to be sold and purchased 
thereunder, Sunray’s contract with Natural incorporates by reference the 
“terms, covenants and provisions identical with those contained in The Texas 
Company Agreement, applicable respectively to Buyer and The Texas Com- 
pany therein”. The agreement referred to is a contract between The Texas 
Company as seller and Natural as buyer, dated February 21, 1955 as amended 
October 15, 1956, which is on file as The Texas Company (Operator) et al. 
FPC Gas Rate Schedule No. 133.* The gas produced from and attributable to 
The Texas Company’s 580 acres in the aforesaid unit is dedicated along with 
other acreage to the performance of this contract, i.e. the Texas-Natural con- 
tract. The rate being charged Natural by The Texas Company under its Rate 
Schedule No. 133 for gas now being produced and sold from acreage dedicated 
to the performance of the contract is 16.4 cents per Mcf. This rate is in effect 
subject to refund.* A prior periodic increase from 16.0 cents to 16.2 cents per 
Mcf under this rate schedule (No. 133) was also suspended and subsequently 
made effective subject to refund.* Sunray’s estimated sales and billing for the 
first month of service, filed pursuant to Section 154.92(b) of the Regulations, 
shows an initial rate of 16.4 cents per Mcf. It thus appears, without deciding, 
that there is a definite relationship between these two sales of gas to Natural 
and the rates at which such gas is to be sold and that Sunray has contracted 
to sell gas produced from certain acreage at an initial rate which is equivalent 
to the rate under suspension with respect to approximately 90 per cent of said 
acreage. However, recognition of such relationship at this stage of the pro- 
ceedings, if later found not to be controlling, would operate to prejudice the 
disposition of Sunray’s application for a permanent certificate of public con- 
venience and necessity in the absence of any corrective action taken by the 
Commission. 

For the foregoing reasons, the language contained in the second full para- 
graph of the aforesaid notice as set out above and as subsequently affirmed 
by the aforesaid order as hereinbefore described should be modified to read 
as follows: 

Such acceptance shall be subject to any conditions with respect to price 
which the Commission may lawfully impose in issuing a certificate of public 
convenience and necessity in this Docket No. G—16134. In addition, Sunray 
shall submit a statement to this Commission as to its willingness to file an 





? Also on file as Supplements Nos. 1 and 2 to Sunray’s FPC Gas Rate Schedule No. 167. 
* See order issued on July 15, 1958, In the Matter of The Texas Company (Operator), et 
al., Docket No. G-14248. 


*See order issued on June 18, 1957, In the Matter of The Teras Company, Docket No. 
G-11710. 





56 FEDERAL POWER COMMISSION 


undertaking to assure refund of any portion of the difference, if any, between 
the proposed initial price of 16.4¢ per Mcf and the level of any price which the 
Commission may lawfully find to be required by the public convenience and 
necessity after hearing has been held with respect to the permanent certification 
of the sale of natural gas by Sunray. 


The Commission further finds: 


It is necessary or appropriate to carry out the provisions of the Natural 
Gas Act that the language contained in the second full paragraph of the afore- 
said notice as set out above and as subsequently affirmed by the aforesaid 
order as hereinbefore described should be modified. 


The Commission orders: 


(A) The second full paragraph of the aforesaid notice as set out above and 
as subsequently aflirmed by the aforesaid order as hereinbefore described is 
hereby modified to read as follows: 

Such acceptance shall be subject to any conditions with respect to price which 
the Commission may lawfully impose in issuing a certificate of public con- 
venience and necessity in this Docket No. G—16134. In addition, Sunray 
shall submit a statement to this Commission as to its willingness to file an 
undertaking to assure refund of any portion of the difference, if any, between 
the proposed initial price of 16.4¢ per Mcf and the level of any price which the 
Commission may lawfully find to be required by the public convenience and 
necessity after hearing has been held with respect to the permanent certification 
of the sale of natural gas by Sunray. 

(B) In all other respects, the remaining language of the aforesaid notice shall 
remain unchanged and in full force and effect as heretofore affirmed by the 
aforesaid order of November 14, 1958. 

Commissioner Kline dissenting. 


KLINE, Commissioner, dissenting: 


I dissented from the order denying application for rehearing issued in this 
docket on November 14, 1958. The present order corrects one of the minor de- 
fects contained in our letter order of September 17, 1958, but does not correct 
other defects. Briefly, some of my reasons for feeling that our letter order of 
September 17, 1958 was in error are these. 

The majority take the position that since the granting of a certificate is the 
granting of a privilege that the Commission may impose such conditions as it 
may desire. I would agree with this position except for the fact that Congress 
in passing the Natural Gas Act has specifically provided in Section 7(e) that 
we may in certain cases attach to the issuance of a certificate “such reason- 
able terms and conditions as the public convenience and necessity may require.” 
Section 7(e) expressly excepts from its provisions those cases governed by the 
provisos contained in Subsection (c) and our sole right to issue a temporary 
certificate is based upon a proviso contained in Subsection (c). In view of the 
fact that the Natural Gas Act contains specific provisions as to when and under 
what conditions we may condition certificates, and in view of the fact that 
the issuance of a temporary certificate is a summary proceeding, I am of the 
view we should either deny the certificate, or issue it without a condition. 

Assuming that we do have the authority to condition temporary certificates, 
there are still many reasons why I cannot agree that a condition should be im- 
posed in the certificate issued in this case. In the first place, Sunray has a 
9.375% interest in the gas produced from the acreage in question. The Texas 
Company, which has the remaining 90.625% interest, was issued a certificate 
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without the imposition of any condition. Sunray’s contract for the sale of this 
gas, with the exception of the volumes of gas and the interest in the acreage 
involved, is identical to that of The Texas Company and, in fact, incorporates 
by reference all of the terms of The Texas Company contract, including the 
terms and provisions as to price. I think it discriminatory to issue a certif- 
icate without condition in the one instance and to condition a certificate issued 
under an identical contract in another instance. 

My- other reasons for not imposing a condition are substantially similar to 
those set furth by Commissioner Hussey in his dissent to the order denying 
rehearing issued on November 14. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


NEW YORK STATE NATURAL GAS CORPORATION, DOCKET NO. G—9860 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 26, 1959) 


New York State Natural Gas Corporation (Applicant), a New York corpora- 
tion with principal place of business at Pittsburgh, Pennsylvania, filed an appli- 
eation on January 10, 1956 in the above-captioned proceeding for a certificate 
of public convenience and necessity, pursuant to Section 7(c) of the Natural 
Gas Act, authorizing Applicant to render service as hereinafter described, sub- 
ject to the jurisdiction of the Commission, all as more fully represented in the 
application. 

Applicant proposes to construct and operate approximately 27 miles of 20- 
inch transmission line extending from a point of connection with the southern 
terminus of its existing 20-inch transmission line No. 280 near the Benezette 
area of the Driftwood Gas Pool, Elk County, Pennsylvania, to the Luthersburg 
Field, Clearfield County, Pennsylvania. The proposed facilities will be used 
for the purpose of taking gas produced and purchased by Applicant in the 
Luthersburg Field. The estimated total cost of the proposed facilities is 
$1,538,000 which will be financed by Applicant from available company funds 
and from funds obtained through the issuance of securities to its parent corpora- 
tion, the Consolidated Natural Gas Company. This additional gas supply will 
be used by Applicant for the purpose of meeting the continued growth in its 
existing markets. The total recoverable reserves estimated by Applicant to 
be available to it from the Luthersburg Field is 149,000,000 Mcf. 

The proposal will make an additional supply of needed gas available to Appli- 
cant’s existing customers and provide flexibility due to the location of these new 
reserves with respect to Applicant’s pipeline system. 

Temporary authorization to construct and operate the aforesaid facilities 
was granted Applicant on March 22, 1956 pending such final disposition of the 
application upon its merits as may be required by the record. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
January 13, 1959, respecting the matters involved in and the issues presented 
by the application. No petition to intervene in opposition or protest to the 
granting of the application has been received. Staff Counsel moved orally at 
the hearing that the intermediate decision procedure be omitted and the Com- 
mission render a decision herein pursuant to Section 1.30(c)(1) of the Com- 
mission’s Rules of Practice and Procedure. 
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The Commission finds: 


(1) Applicant is engaged in the transporation of natural gas in interstate 
commerce and the sale in interstate commerce of such gas for resale, and 
therefore, is a “natural-gas company” within the meaning of the Natural Gas 
Act and subject to the provisions thereof as heretofore found by the Commission. 

(2) The facilities hereinbefore described, as more fully described in the 
application, which are proposed to be constructed and operated by Applicant 
will be used for the transportation and sale of natural gas subject to the juris- 
diction of the Commission as an integral part of Applicant’s existing natural 
gas pipeline system, and therefore, are subject to the requirements of subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation by Applicant of the facilities referred to 
in paragraph (2) hereof are required by the public convenience and necessity, 
and therefore, a certificate of public convenience and necessity should be granted 
therefor, as hereinafter ordered and conditioned. 

(5) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Applicant as hereinafter conditioned, authorizing the construction 
and operation of the facilities referred to in Findings (2) and (4) hereof. 

(B) There shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder, the general 
conditions applicable to certificates as set forth in subsections (a) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


CITIES SERVICE GAS COMPANY, DOCKET NO. G-12542 


FINDING AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued January 26, 1959) 


Cities Service Gas Company (Applicant) a Delaware corporation having its 
principal place of business in Oklahoma City, Oklahoma, filed on May 8, 1957, an 
application, pursuant to Section 7(c) of the Natural Gas Act for a certificate of 
public convenience and necessity authorizing the construction and operation of 
facilities and the sales of natural gas through the said facilities to Western 
Missouri Gas Company, Inc., (Western) and Gas Service Co., as hereinafter de- 
scribed and as more fully described in the application. 

Applicant proposes to construct and operate two taps and meter settings on 
its 16-inch transmission pipeline, one in Newton County and another in Lawrence 
County, Missouri. The Lawrence County tap will be used to sell and deliver 
gas to Western for resale to Gas Service Company, which in turn will sell and 
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distribute the gas to the inhabitants of the town of Mount Vernon, Missouri. 
The Newton County tap will be used to sell and deliver gas to Gas Service Co. 
for resale in Diamond, Missouri. Applicant further proposes to construct and 
operate a tap and meter setting on its 10-inch line in Newton County for the 
sale of gas to Western for resale to Gas Service Company. The latter will dis- 
tribute this gas in the town of Sarcoxie, Missouri. 

The facilities above described will become integral parts of Applicant’s exist- 
ing interstate natural gas pipeline system and they will be operated as integrated 
parts thereof. 

The estimated total cost of all the facilities hereinbefore mentioned is $9,605.00. 
Applicant will defray this cost from its treasury fund but will be reimbursed by 
the distributing companies. 

Applicant estimates the peak day and annual natural gas requirements of 
the three towns as follows: 


Peak day requirements 


(Volumes in Mcf @ 14.73 psia} 





| 
Town Ist year | 2d year 1 3d year 
SRT an ait cba ash tania cain ghee al la ati iy eect ieee 100 | 
as ccnpicavmns tnikdainonheane sachloiis gd lncata re pectin cies 318 350 
— Vernon: 
ii is rtd eerie petal lentes sepa tliat tight | 606 808 
Hater ptiboiey sli ieceiiadcmsinailetedadta ode eich alten herbed iameineten inte amen ta 1, 212 1, 212 Lo t 3 
entender weneeonsdirteniennietnininmetemeebnd 1, 024 | 1, 302 
Annual requirements 
[Volumes in Mef @ 14.73 psia] 
} 
Town | Ist year 2d year 3d year 
en aS 
I tats cine ig i aia ania eR Slee ee 7,901 | 12, 836 | 15, 950 
ee Sb dente cncepbbdacectn thdbeckWhnddabates | 25, 028 34, 128 | 35, 865 
NY Pac nicnansicindspetsinaingndiadttun ciblaninenmedbieatalneilieas | 246, 980 | 287, 815 | 311, 292 
WO ised hip ode ous aioe eee | 279,909 | 334, 7 | 362, 107 


The proposed sale and delivery of the relatively small volume of gas as pro- 
posed herein will have no appreciable effect on Applicant's gas reserves or its 
ability to serve existing customers. No additional main line capacity is required 
to serve the quantity of gas involved, 

Pursuant to due notice a public hearing was held in Washington, D.C., on 
January 19, 1959, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the appli- 
eation has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30(c) (1) of its Rules of Practice and Procedure. 

Temporary authority was granted to Applicant on May 29, 1957 to construct 
and operate the proposed facilities. 


The Commission finds: 


(1) Applicant, a Delaware corporation with its principal place of business in 
Oklahoma City, Oklahoma, is a “natural-gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission. 
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(2) The facilities herein described, subject to the jurisdiction of the Com- 
mission are proposed to be used in the transportation and sale of natural gas 
in interstate commerce as an integral part of Applicant’s existing pipeline system 
and the construction and operation thereof by Applicant are subject to the re- 
quirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The construction and operation of the facilities and the sale and delivery 
of natural gas as proposed by Applicant are required by the public convenience 
and necessity and a certificate therefor should be issued. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a) and (e) of Section 157.20 of the Commission’s 
General Rules and Regulations including the Rules of Practice and Procedure, 
shall attach to the issuance of the certificate referred to in paragraph (3) above, 
and to the exercise of the rights granted thereunder. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of Record and not 
having been denied by the Commission, is granted pursuant to Section 1.30(c) (1) 
of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby is 
issued authorizing Applicant to construct and operate natural gas facilities for 
the sale and delivery of natural gas as hereinbefore described, all as more fully 
described in the application in this proceeding, upon the terms and conditions 
of this order. 

(B) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s General Rules and Regulations shall attach 
to the issuance of the certificate granted in paragraph (A) hereof and to the 
exercise of the rights thereunder. 

(C) Applicant shall render the service authorized herein under its presently 
effective Rate Schedules F-2, C—2, and I-2 or any effective superseding rate 
schedules applicable to such service. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


COLUMBIA GULF TRANSMISSION COMPANY’? (FORMERLY GULF 
INTERSTATE GAS COMPANY), ET AL., DOCKET NO. G-15229, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued January 26, 1959) 


Gulf Interstate Gas Company (Gulf) filed on June 4, 1958, an application in 
Docket No. G—15229 for a certificate of public convenience and necessity pursuant 


1 By order issued November 5, 1958, In the Matters of Columbia Gulf Tranamission Com- 
pany, et al., Docket Nos. G—-15524, et al., 20 FPC 681, Columbia Gulf Transmission Com- 
pany was authorized in Docket No. G—15524 to acquire and operate facilities of Gulf 
Interstate Gas Company subject to the Commission’s jurisdiction and in Docket No. G- 
15529 Gulf Interstate Gas Company was authorized to abandon such facilities. 

*Omitted portions of this order relate to the issuance of independent producer certifi- 
cates. 
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to Section 7(c) of the Natural Gas Act authorizing the construction and opera- 
tion of approximately 11 miles of 12-inch lateral supply pipeline and appurtenant 
facilities to extend southwesterly from a point of connection on Gulf’s existing 
pipeline facilities in Cameron Parish, Louisiana, to a point located in Block 17 
Field, East Cameron Area, Cameron Parish, Louisiana, to be used for the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, all as more fully represented in the application. Columbia Gulf 
Transmission Company (Columbia Gulf) having succeeded to the interest of 
Gulf as set out in footnote 1 below is substituted as Applicant herein. 
aa * t * af > + 

3y airmail letters sent September 11, 1958, temporary authorization was issued 
to each Applicant herein. 

Columbia Gulf will transport, for the account of United, the gas produced 
by Shell, and will deliver the gas to United at Means and Leach, Kentucky 
through the facilities recently acquired by Columbia Gulf from Gulf. The facil- 
ities which Columbia Gulf proposes to construct and operate will cost an 
estimated $820,000. 

The volumes of gas to be made available to United appear reasonably adequate 
to warrant construction of the proposed facilities. 


* * * * . * . 


Pursuant to due notice, a public hearing was held in Washington, D.C., on 
January 14, 1959, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to Section 1.30(c)(1) of the Commission’s Rules 
of Practice and Procedure. 


The Commission finds: 


(1) Columbia Gulf Transmission Company, a Delaware corporation having 
its principal place of business in New York, New York, is or will be a “natural 
gas company” within the meaning of the Natural Gas Act as heretofore found 
by the Commission in the order issued November 5, 1958, in Docket No. G—15524. 

(2) The facilities hereinbefore described, as more fully described in the 
application in Docket No. G—15229, are to be used in the transportation of 
natural gas in interstate commerce as an integral part of Columbia Gulf’s pipe- 
line system and the construction and operation thereof by Columbia Gulf are 
subject to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

a . = * * » s 

(6) Columbia Gulf and Shell are able and willing properly to do the acts 
and to perform the services proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commis- 
sion thereunder. 

(7) The sale of natural gas by Shell, together with the construction and 
operation of any facilities subject to the jurisdiction of the Commission neces- 
sary therefor and the construction and operation of facilities as proposed by 
Columbia Gulf are required by the public convenience and necessity, and cer- 
tificates therefor should be issued as hereinafter ordered and conditioned. 

(8) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure under Section 1.30(c) of the Commis- 
sion’s Rules of Practice and Procedure, was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of said Rules. 
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The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Columbia Gulf Transmission Company to construct 
and operate the facilities hereinbefore described, all as more fully described 
in the application in this proceeding, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(ce) (3), (c) (4) and (e) of section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) hereof, and to the exercise of the privileges granted thereunder. 

(C) The time within which the facilities authorized in Paragraph (A) 
hereof shall be constructed and placed in operation, as provided in paragraph 
(b) of Section 157.20 of the Commission’s Regulations under the Natural Gas 
Act is hereby fixed at 12 months from the date on which this order is issued. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


COMMUNITY PUBLIC SERVICE COMPANY, DOCKET NO. E-6856 
ORDER AUTHORIZING ISSUANCE OF CAPITAL STOCK 


(Issued January 26, 1959) 


Community Public Service Company (Applicant), incorporated under the 
laws of the State of Delaware and qualified to do business as a foreign cor- 
poration in the States of Texas and New Mexico, with its principal place of 
business at Forth Worth, Texas, filed an application on December 12, 1958, as 
amended on December 29, 1958, for an order, pursuant to Section 204 of the 
Federal Power Act, authorizing the issuance of 410,624 additional shares of 
Capital Stock, $10 par value per share. 

The application states that the proposed 410,624 shares of Capital Stock, 
$10 par value per share, will be issued pro rata to existing holders of such 
stock, which is the Applicant’s only class of stock authorized or outstanding, 
upon the basis of one additional share for each two shares outstanding so as 
to increase the 821,247 shares outstanding to a total of 1,231,871 shares. Ap- 
plicant proposes to amend its Certificate of Incorporation to provide, among 
other things, for an increase in the authorized Capital Stock, $10 par value per 
share, from 1,250,000 shares to 2,000,000 shares and for a reclassification and 
change of the outstanding 821,247 shares of Capital Stock into 1,231,871 shares 
of Capital Stock.’ The proposed reclassification will be accomplished through 
the issuance of certificates for an aggregate of 410,624 additional shares of 
Capital Stock of $10 par value per share upon the aforementioned basis to 
stockholders of record on the date the amendment to the Certificate of In- 
corporation becomes effective.” 

In order to increase its Capital Stock from $8,212,470, representing 821,247 
shares of $10 par value per share, tu 12,318,710, representing 1,231,871 shares 


1 The proposed amendment to the Certificate of Incorporation of Applicant will be sub- 
mitted to its stockholders at a special meeting to be held on January 27, 1959. 

2 No fractional shares of Capital Stock will be issued in connection with the proposed 
reclassification, but in Meu thereof each stockholder entitled to a fractional interest may 
either purchase the additional fractional interest required to obtain one full share or sell 
his fractional interest and receive cash, such fractional interests to be represented by 
option cards. 
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of $10 par value per share, thereby reflecting the proposed issuance of 410,624 
additional shares of Capital Stock of $10 par value per share, Applicant pro- 
poses to restate its capital by the transfer to Common Capital Stock of an 
aggregate of $4,106,240.00 consisting of $1,218,051.00 from Capital Surplus, 
$2,583,310.43 from Earned Surplus, Restricted, and $304,878.57 from Harned 
Surplus, Unrestricted. 

The application sets forth that the proposed transactions will improve the 
marketability of the Capital Stock of the Applicant, benefit its present stock- 
holders, and enable the Applicant to obtain future financing on more ad- 
vantageous terms. 

Written notice of the application has been given to the Texas Railroad Com- 
mission and to the New Mexico Public Service Commission and to the Governor 
of each of those States. Notice of the application was also published in the 
Federal Register on December 24, 1958 (23 F.R. 10191), stating that any person 
desiring to be heard or to make any protest with reference to the application 
should on or before January 14, 1959, file with the Federal Power Commission, 
Washington 25, D.C., petitions or protests. No petition or protest or request to 
be heard in opposition to the granting of the application has been received. 

The New Mexico Public Service Commission, by order issued December 18, 
1958, authorized Applicant to issue 410,624 shares of Capital Stock, $10 par 
value per share, in the manner and for the purposes as indicated in the recital 
above. 


The Commission finds: 


(1) Applicant, a Delaware corporation, owns and operates facilities which 
are used for the transmission of electric energy generated in Oklahoma and 
consumed in Texas, all of which facilities are in addition to and do not include 
facilities used for the generation of electric energy or facilities used in local 
distribution or only for the transmission of electric energy in intrastate com- 
merce, or facilities for the transmission of electric energy consumed wholly by 
the transmitter, and Applicant is, therefore, a public utility within the meaning 
of that term as used in Section 204 of the Federal Power Act. 

(2) The proposed issuance of Capital Stock, as described above, will con- 
stitute an issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204(f) of the Act, and the proposed issuance of Capital 
Stock, as described above, is, therefore, not exempt by virtue of that Section 
from the requirements of Section 204 of the Act. 

(4) The proposed issuance of Capital Stock, as described above, is exempt 
from the competitive bidding requirements of Section 34.1a of the Commission’s 
Regulations under the Federal Power Act by reason of Paragraph 34.1a (a) (1) 
thereof. 

(5) The proposed issuance of Capital Stock, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of Appliant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance by Applicant of service as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 


The Commission orders: 


(A) The proposed issuance of Capital Stock, as described above, upon the 
terms and conditions and for the purposes specified in the application, is 
hereby authorized, subject to the provisions of this order. 
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(B) Applicant, in order to account for the proposed reclassification and 
increase in its Capital Stock and the proposed restatement of its capital 
accounts, is hereby authorized to debit $1,218,051.00 to Account 270, Capital 
Surplus, $2,583,310.438 to Account 271, Earned Surplus, Restricted, and 
$304,878.57 to Account 271, Earned Surplus, Unrestricted, and to credit 
$4,106,240.00 to Account 200, Common Capital Stock. 

(C) This authorization shall expire unless the transactions hereby authorized 
are consummated within 60 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of costs, or any other matter 
whatsoever which is now pending or which hereafter may come before this 
Commission or any other regulatory body. 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to 
which this order relates. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. G—15006 
ORDER MODIFYING AND ADOPTING AS MODIFIED DECISION OF PRESIDING EXAMINER 
(Issued January 27, 1959)* 

Syllabus 


Commission under Section 7(c) of the Natural Gas Act grants budget-type 
authorization to United for future construction to serve unspecified in- 
dustrial customers, but conditions certificate authorization to prohibit the 
delivery of natural gas for boiler fuel for the generation of electricity 
without specific individual authorization. P. 64. 


Commissioner Hussey not participating. 


Before Commissioners: Jerome K. Kuykendall, Chairman: Frederick Stueck, 
William R. Connole and Arthur Kline. 


On December 2, 1958, the presiding examiner issued a decision in the above- 
entitled proceeding issuing a certificate of public convenience and necessity, 
pursuant to Section 7(c) of the Natural Gas Act, to United Gas Pipe Line 
Company. Exceptions to this decision were filed by intervenors National Coal 
Association, United Mine Workers of America and Fuels Research Council, 
Inec., jointly, asking that intervenors’ motion to dismiss the application be 
granted and that the presiding examiner’s decision be reversed. 

Consideration of the aforesaid exceptions indicates that the primary objection 
of the intervenors to the granting of this budget-type authorization for future 
construction to serve unspecified industrial customers during the period ending 
December 31, 1959, is “the possible destruction of future potential markets for 
coal” if any of Applicant’s presently unknown customers should use the gas 
as boiler fuel for the generation of electricity. This objection can be met by 
conditioning the certificate authorization to prohibit sales for such use, thus 
requiring Applicant to make specific individual application under Section 7(c) 
if a sale or sales of this type should be contemplated. 


*Initial decision appears on p. 65. 
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The Commission finds: 


(1) Upon consideration of the entire record in this proceeding, including 
oral and documentary evidence, the briefs filed before the presiding examiner, 
the decision of the presiding examiner and the exceptions thereto, the said 
decision of the presiding examiner herein issued on December 2, 1958, as 
hereinafter modified, should be adopted as the decision of the Commission. 

(2) The exceptions to the presiding examiner’s decision filed herein by the 
above-named intervenors should be denied. 


The Commission orders: 


(A) The decision of the presiding examiner issued herein on December 2, 
1958, as modified in paragraph (B) hereof, is hereby adopted, and such de- 
cision shall become effective as the decision of the Commission as of the. date 
of issuance of this order. 

(B) Paragraphs (D) and (E) of the aforesaid presiding examiner’s decision 
are hereby re-lettered (E) and (F), respectively, and a new paragraph (D) is 
hereby inserted therein, as follows: 


(D) No facility constructed pursuant to the certificate issued in para- 
graph (A) hereof shall be used to deliver natural gas for boiler fuel for 
the generation of electricity. 


(C) The exceptions to the presiding examiner’s decision filed herein by Na- 
tional Coal Association. United Mine Workers of America, and Fuels Research 
Council, Inc., are hereby denied. 


DECISION 


UPON AN APPLICATION FOR A CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
UNDER THE NATURAL GAS ACT 


(Issued December 2, 1958) 


Woopatt, Presiding Examiner: United Gas Pipe Line Company (United) 
filed on April 30, 1958 an abbreviated “budget-type” application for a certificate 
of public convenience and necessity authorizing the construction and operation 
of routine short lateral facilities including taps, meters and appurtenances, to 
enable it to make direct industrial sales from its interstate system aggregating 
25,794,550 Mef during a limited future period. By supplements (Exhibits B and 
C) filed on July 8 and September 11, 1958, United applied for authorization 
during the period October 1, 1958 through December 31, 1959. The facilities to 
be authorized were to be limited to a total cost of $1,500,000 with no single 
project costing more than $400,000. No additional transmission facilities were 
to be included, which have adequate unused transmission capacity. The con- 
struction would be financed out of funds on hand, which United demonstrated it 
could do. The proposed maximum deliveries would reduce United’s present sup- 
ply life-index by only 49/1000th of a year. 

The application in abbreviated form satisfies the requirements of Section 157.7 
of the Regulations under the Natural Gas Act. It was made in some reliance 
upon the policy expressed in the preamble to the Commission's Order No. 185 
(Docket No. R-145) issued February 8, 1956 suggesting “a single certificate ap- 
plication covering in general outline along the lines of a budget estimate the pro- 
posed routine construction intended to be undertaken by it during the current or 
ensuing fiscal year...” It seeks authority similar to that granted to Arkansas 
Louisiana Gas Company by order issued February 11, 1958 in Docket No. 
G—13328, 19 FPC 224, and to Cities Service Gas Company by order issued Oc- 
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tober 6, 1958 in Docket No. G-15342, 20 FPC 458, granting substantially identical 
certificates to that sought by United. In these cases the experience of the recent 
period was relied upon. United relies upon its experience during the preceding 
uine months in projecting its routine delivery lateral construction needs in the 
ensuing period. 

Hearing was held pursuant to due notice on September 23, 1958 at which time 
the applicant presented its evidence by a competent witness. 

By order issued September 18, 1958 the National Coal Association, United 
Mine Workers of America and Fuels Research Council, Inc. (the Coal Interests) 
were permitted to intervene. They were represented by counsel at the hearing 
who cross-examined United’s witness and who moved to dismiss the application 
for alleged failure to comply with the requirements of Section 157.14(a) (11) 
(i)—Exhibit I, Market Data—of the Regulations under the Natural Gas Act 
by furnishing “the names and locations of each firm and interruptible direct 
industrial customer whose estimated consumption totals 10,000 Mcf or more in 
any calendar month or 100,000 Mcf or more per year”, as certified to the Com- 
mission on September 24, 1958. 

Motion to omit the intermediate decision procedure pursuant to Section 1.30(c) 
of the Rules of Practice and Procedure was also certified to the Commission on 
September 24, 1958. 

Briefs were filed as follows: 

United, Initial Brief, on October 6, 1958. 

Staff Counsel, Answering Brief, on October 20, 1958. 

Coal Interests, Answering Brief, on October 20, 1958. 

United, Reply Brief, on October 27, 1958. 

The Commission denied by order issued October .2, 1958 the motion for 
omission of intermediate decision procedure and remanded the motion to dismiss 
the application to the undersigned Presiding Examiner. 


Contentions of Parties 


The Staff recommends the granting of the application. The Coal Interests 
oppose, but rest their case on the single ground of their motion to dismiss. 
The complete answer to that technical ground of opposition is that the 
Regulations under the Natural Gas Act provide expressly for the abbreviated 
application which United used. 

It is found and concluded that: 

(1) The motion is without any merit and should be denied. 

(2) United’s application is in conformity with the provisions for an abbrevi- 
ated application. 

(3) Such an application is appropriate under the undisputed facts of record. 

(4) Such application conforms to Commission’s policy as expressed in Docket 
No. R-145, Order No. 185 and Commission precedent recently established in the 
Arkansas Louisiana (supra) and Cities Service (supra) cases. 

(5) The evidence of United is the sole evidence of record. 

(6) The Coal Interests produced no evidence. 

(7) The undisputed evidence supports the application by establishing that 
United is able and willing properly to do the acts and to perform the service 
proposed and to conform to the provisions of the Act and the requirements, 
rules and regulations of the Commission thereunder, and that public convenience 
and necessity requires the granting of the authorization applied for. 

(8) No evidence shows or suggests any measurable competitive disadvantage 
to any competitive interest ; and 

(9) The application should be granted. 
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ORDER 


Wherefore, it is ordered, subject to review by the Commission, that: 

(A) A certificate of public convenience and necessity be, and the same is 
hereby issued to United Gas Pipe Line Company authorizing the construction 
and operation of the facilities herein applied for as more fully described in the 
application in this proceeding for the purposes herein applied for upon the 
terms and conditions of this order. 

(B) The general terms and conditions set forth in Paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate issued in Paragraph (A) above and to the exercise 
of the rights granted thereunder. 

(C) The certificate issued in Paragraph (A) above is hereby limited to 
construction during the period beginning with the date of the issuance of this 
order and ending on December 31, 1959, and the total expenditures for facilities 
authorized to be constructed shall not exceed $1,500,000, with no single project to 
exceed a cost of $400,000; and the total volume of natural gas authorized to be 
delivered under this authorization to direct industrial customers shall not 
exceed a maximum annual volume of 25,794,550 Mcf. 

(D) The applicant herein shall submit within ten days after authorized 
facilities have been constructed and placed in service and authorized operations 
have commenced, a statement under oath showing pertinent details of the 
construction of the facilities, including names and locations of customers, 
facilities installed for each customer, cost of each project, volumes of gas to be 
delivered to each customer and expected annual revenues from each customer. 

(E) The motion to dismiss the application is denied. 


Emery J. Woopatt, 
Presiding Examiner. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and John B. Hussey. 


MAGNOLIA PETROLEUM COMPANY, DOCKET NO. G-15411 
ORDER DENYING MOTION TO TERMINATE RATE SUSPENSION PROCEEDING 
(Issued January 27, 1959) 


On August 7, 1958, Magnolia Petroleum Company (Magnolia) filed a motion 
to terminate this proceeding concerning a proposed increased rate for the sale 
of natural gas to United Gas Pipe Line Company, which was suspended by order 
of the Commission issued July 9, 1958, “until December 10, 1958, and until such 
further time as it is made effective in the manner prescribed by the Natural 
Gas Act”? 

In support of its motion, Magnolia submitted cost data and claimed to use a 
relative value (sales realization) method allocating joint costs “as advocated 
by the Commission Staff in various other independent producer rate pro- 
ceedings.” However, the approach used by Magnolia in developing its cost of 
service studies differs materially from the method usually employed by the staff. 
Magnolia’s cost support is based on data for one selected area and there is no 
showing of overall company costs as a starting point. By limiting consideration 
of exploration and development expenses to those incurred in the selected area 


1 Subsequent to the filing of this motion conferences were held between staff members 
and company representatives on September 16, October 1 and 30, 1958. 
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(which Magnolia admits is an area of high finding costs) Magnolia allocates 6¢ 
per Mcf as the cost for this function applicable to the rate schedule in question. 
However, if company-wide exploration and development costs had been utilized 
and allocated on the basis of company-wide sales the resultant rate schedule 
cost would have been only 2¢ per Mcf for exploration and development. In 
addition, an investigation of all of Magnolia’s rate schedules has been instituted, 
pursuant to Section 5 of the Natural Gas Act, and, therefore, the propriety of 
the proposed rates here involved should be considered in that proceeding in 
order that its proper relationship to other gas sales may be appraised. 


The Commission finds: 


The motion of Magnolia filed August 7, 1958, should be denied, as Magnolia 
has set forth no additional facts that would warrant any change in or modifica- 
tion of the said order issued July 9, 1958. 


The Commission orders: 


The aforesaid motion filed by Magnolia on August 7, 1958, is denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck. 
William R. Connole and Arthur Kline. 


THE CITY OF SEATTLE, WASHINGTON, PROJECT NO. 553 
ORDER FURTHER AMENDING LICENSE (MAJOR) 
(Issued January 27, 1959) 


Application was filed August 8, 1958 by The City of Seattle, Washington, 
licensee for major Project No. 553, for further amendment of the license for the 
project located on the Skagit River in Whatcom County, Washington, and 
affecting lands of the United States within the Mount Baker National Forest. 

The application provides for: 

(1) modification of the Diablo plant turbines by the installation of new 
wicket gates, enlarged runners, changes to draft tube liners and discharge rings, 
and other changes resulting in an increase in the hydraulic capacity and the 
power output capacity of the turbines; 

(2) changing the surge tower to accommodate the effects of the increased 
velocities in the tunnel resulting from the increased discharge of the turbines; 
and 

(3) improvements to the power tunnel and intake structures, all of which 
will result in an increased peaking capacity of Diablo generating units from 
132,000 kilowatts to 160,000 kilowatts. 

According to the licensee, the increased peak power capacity is needed to 
meet the increasing peak loads of the licensee’s system and represents the 
lowest cost capacity available to the licensee at this time. 

The effect of the amendment will not alter the authorized installed capacity 
of the project since this capacity for annual charge purposes is based on the 
nameplate ratings of the generators increased by one-third. However, the 
project description in the license for the Diablo Development should be changed 
to reflect the actual installed capacity. 

According to the application, the project changes covered a four-month 
period commencing May 15, 1958 through September 15, 1958. By letter dated 
December 4, 1958, the licensee advised that the tunnel work was completed 
and made available for service on July 6; modification of one of the main 
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generating units was completed and placed into service on July 28; and the 
second generating unit was placed in operation on October 13, but a thrust 
bearing having failed, the unit was restarted on November 7 and has been 
operating satisfactorily ever since. 


The Commission finds: 


(1) The license, further amended as hereinafter provided, will not interfere 
or be inconsistent with the purposes for which the Mount Baker National 
Forest was created or acquired, and will not alter any of the basic facts upon 
which the license was issued. 

(2) Public notice of the filing of the application has been given. No 
protests have been received. 

(3) The following described exhibit filed as part of the application conforms 
to the Commission’s rules and regulations and should be approved as part of 
the license for the project as hereinafter provided: 

Evhibit M: received August 8, 1958—a statement in five sheets entitled “Gen- 
eral Description and Specifications of Mechanical, Electrical and Transmission 
Equipment” together with attached prototype performance curve—superseding 
part of page 9 of Exhibit M now part of the license. 

(4) Page 9 of Exhibit M, now part of the license, should be eliminated from 
the license to the extent that it has been superseded by the Exhibit M received 
August 8, 1958. 


The Commission orders: 


(A) The license for Project No. 553 is further amended, effective as of Jan- 
uary 1, 1959, as follows: 


Paragraph I. Item 1 of paragraph C of Article 2 of the license is amended 
to read as follows: 


Diablo Development 


A concrete arch dam in sec. 5, T. 37 N., R. 18 E., W.M., 389 feet high; a 
spillway section at each end of the dam surmounted by Tainter gates; a 
reservoir created by said dam extending about 4 miles upstream to Ross Dam 
and having a capacity of 90,000 acre-feet, of which 60,000 acre-feet is usable; 
an intake structure; a concrete lined tunnel about 2,200 feet long directly 
connected to two steel penstocks, extending from the dam to the powerhouse; 
a differential type surge tank at the lower end of the tunnel; a powerhouse 
containing two generator units each having a capacity of 60,000 kilowatts con- 
nected to turbines each rated at 115,000 horsepower with modified runners 
operating under a net effective head of 318 feet; a transmission line extending 
from the powerhouse to the Gorge plant; a transmission line known as the 
Diablo transmission line with carrier current telephone system installed thereon 
extending from the Gorge plant to Bothell “Y”; and other appurtenant facili- 
ties used in operating the project; the location and character of the project 
works being more fully shown and described by the exhibits cited in Paragraph 
A hereof, and by the following additional exhibits: 

Paragraph II. Item 1 of paragraph C of Article 2 of the license is amended 
by adding thereto the following: 

Erhibit M: Statement in five sheets entitled “General Description and Sneci- 
fications of Mechanical, Electrical and Transmission Equipment,” together with 
attached prototype performance curve, received August 8, 1958, superseding 
part of page 9 of Exhibit M now a part of the license. 

Paragraph III. Paragraph (a) of Article 6 of the license is amended by 
adding thereto the following: 
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Begin the modification of the Diablo power plant turbines and accessory 
work on power tunnel, surge tower and intake structure on or before May 15, 
1958, and complete on or before November 15, 1958. 

(B) The Exhibit M described in finding (3) above is approved as part 
of the license as further amended, and page 9 of Exhibit M now part of the 
license is eliminated from the license to the extent it has been superseded by 
the Exhibit M herein approved. 

(C) This amendment in the manner set out above shall not operate to alter 
or amend the license for Project No. 553 in any other respect, and shall not 
in any way constitute a waiver of any other part, provision or condition of 
the license as heretofore amended. 

(D) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313(a) 
of the Federal Power Act, and failure to file such an application shall con- 
stitute acceptance of this amendment of the license. In acknowledgment of 
the acceptance of this amendment of the license, this instrument shall be signed 
for the licensee and returned to the Commission within 60 days from the date 
of issuance of this order. 


AMERICAN LOUISIANA PIPE LINE COMPANY, G-2306; MICHIGAN WIS- 
CONSIN PIPE LINE COMPANY, G-2327, G-9850; NORTHERN NATURAL 
GAS COMPANY, G-2399, G-2460, G-4259, G-4260, G-4261, G-12241; EL 
PASO NATURAL GAS COMPANY, G-12135; PERMIAN BASIN PIPELINE 
COMPANY, G-12242; IRON RANGES NATURAL GAS COMPANY, G-9648, 
G-12223, G-12217; MIDWESTERN GAS TRANSMISSION COMPANY, G- 
9451, G-9452, G-9453; TENNESSEE GAS TRANSMISSION COMPANY, G- 
9454, G-11107; NATURAL GAS PIPELINE COMPANY OF AMERICA, 
G-9966 


ORDER ISSUING AND DENYING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
AND MODIFYING AND ADOPTING INITIAL DECISION OF PRESIDING EXAMINER 


(Issued January 28, 1959) * 
Syllabus 


1. Certificate authorization conditioned to require that the rate schedules 
applicable to Tennessee’s Seller’s Option Service be revised to reflect the 
addition of newly authorized facilities. P. 75. 

2. Circumstances can and on occasion do justify the issuance of a temporary 
authorization, where a permanent certificate is not ultimately supportable. 
P. 76. 

8. Temporary authorization for peak service granted, where the service is 
being rendered by existing facilities, and the volumes of gas in storage 
on Tennessee’s system are in excess of the needs for the winter. P. 77. 

4. Even if peak service rate is low, there is no basis for assuming that the 
Commission would require other customers on Tennessee’s system to 
make up the difference. P. 77. 

5. Dispensing with a hearing on Tennessee’s application for temporary author- 
ization for peak service was entirely proper under Section 7 of the Natural 
Gas Act. P. 77. 

6. There was sufficient emergency to warrant granting temporary authoriza- 
tion for peak service, where its denial would have inflicted serious injury 


*Initial decision appears on p. 85. Rehearing denied by order issued March 27, 1959, 
21 FPC 409. 
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on an important segment of the consuming public which was depending 
on this service. P. 78. 

7. Permanent authorization of peak service proposed by Tennessee denied, 
where record is inadequate to permit a determination of what the proper 
rate for this service should be. P. 78. 

8. Even though Rockland’s original supplier may suffer some loss of future 
profits, certificates should be granted to Tennessee, since an additional 
supply of natural gas from Tennessee will provide cheaper gas and more 
reliable service to Rockland’s customers. P.119. 

9. Examiner discusses the opposition of the Coal Interveners, and the con- 
siderations controlling their interests. P.121. 

10. Commission issues certificate of public convenience and necessity to Ten- 
nessee under Section 7 of the Natural Gas Act but denies certificate 
authorization to Tennessee for certain facilities and for permanent peak 
service to New England customers. P. 83. 

For list of Appearances see Commission Opinion No. 316 issued October 
31, 1958, 20 FPC 576. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


In the Commission’s Opinion No. 316 and accompanying order issued October 
$1, 1958, 20 FPC 575, in the so-called Midwestern case in Docket Nos. G-—2306, 
et al., we deferred decision on the matters and issues covered by the presiding 
examiner’s initial decision issued June 9, 1958, in Docket No. G-11107. That 
docket involved an application of Tennessee Gas Transmission Company (Ten- 
nessee) for a certificate of public convenience and necessity under Section 7(c) 
of the Natural Gas Act (Act) authorizing an extensive system-wide expansion. 
We shall by this order dispose of the matters so deferred, which involve, apart 
from subsidiary issues hereinafter discussed, the basic question whether the 
authorizations sought by Tennessee are required by the present or future public 
convenience and necessity, and otherwise meet the requirements of the Act. 

Tennessee requests in Docket No. G—11107 a certificate authorizing the con- 
struction and operation of extensive pipeline and other facilities estimated 
to cost approximately $175,000,000, including a large diameter, 556-mile pipe- 
line from the Louisiana Delta to Portland, Tennessee, and 120,990 additional 
compressor horsepower. By means of these facilities, Tennessee proposes to 
add 456,408 Mcf of capacity to its system. The proposed facilities would be 
used to meet the additional demands of Tennessee’s present customers, prin- 
cipally in the Middle Atlantic and New England States, for service in four 
eategories: (1) General Service, (2) Contract Demand Service, (3) Storage 
Service, and (4) Seller’s Option Service. In addition, Tennessee proposes 
to provide a long-term Peak Service on a permanent basis, as more fully de- 
scribed in the presiding examiner’s decision and hereinafter. 

Tennessee’s application contemplated a two-step construction program adding 
118,137 Mecf of capacity in 1957 and the remaining 338,271 Mcf of capacity in 
1958. In fact, Tennessee has already applied for and received from the Com- 
mission temporary authority to construct and operate the first-stage facilities 
for 118,137 Mcf of capacity and to construct only the second-stage facilities 
except for a disputed 16,740 compressor horsepower subsequently described, 
eapable of providing 50,809 Mcf of capacity, and has spent some $127,000,000 
on such construction. 
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The presiding examiner would grant a certificate authorizing some 406,000 
Mcf of the total capacity proposed by Tennessee, but would deny the disputed 
16,740 of compressor horsepower capable of providing 50,809 Mcf of capacity, 
on the ground that it is unnecessary at present. These conclusions we shall 
adopt. The examiner’s determinations on three major controverted issues are 
the main target of the six sets of exceptions filed,’ and the discussion in this 
order shall be confined mainly to these issues, and to their rather fundamental 
implications for the present and future operation of its system and the rendi- 
tion of service by Tennessee. On these matters too we adopt most of the con- 
clusions of the presiding examiner, with the modifications and additions herein- 
after stated. 

The first such controverted issue we shall consider is whether, as the ex- 
aminer held, Tennessee should be compelled to reaffirm and recognize the 
effectiveness of certain precedent agreements with Hope Natural Gas Company, 
New York State Natural Gas Corporation and Peoples Natural Gas Company,’ 
ealling for deliveries to these companies of both Contract Demand gas and 
Seller’s Option gas, which Tennessee had terminated to avoid uncertainty aris- 
ing from the Memphis case, Memphis Light, Gas and Water Division v. F.P.C., 
250 F. 2d 402 (CADC, 1957), in the payment of proposed increases in its rates. 

Second, we shall consider whether to grant Tennessee’s request to construct 
and operate facilities for rendering its present and proposed Seller’s Option 
Service, which includes an additional proposed Seller’s Option Service to New 
York State Natural Gas Corporation of 20,400,000 Mcf on an annual basis for 
which Tennessee also here seeks authorization. Tennessee’s Seller’s Option 
Service is presently being rendered by means of seasonal off-peak capacity avail- 
able on its system. The presiding examiner would grant authority for the 
proposed new facilities and the new service to New York State Natural Gas 
Corporation. He would also grant a request by United Fuel Gas Company 
(United Fuel)* that Tennessee be required to “firm up” Tennessee’s existing 
Seller’s Option Service to United Fuel of 20,000,000 Mcf of gas per year by 
converting it into a contracted demand obligation of some 55,000 Mcf per day; 
and this question also we shall decide. 

Third, we shall consider whether, as the presiding examiner held, Tennessee 
should be denied authority to render on a permanent basis a Peak Service 
which it has in past years been authorized to render on a temporary basis for 
each heating season and which it is presently rendering for the current heating 
season to a group of New England customers.‘ In this connection, we shall 
consider further whether the facts justify curtailing the present temporary 
rendition of this Peak Service, as the Columbia Companies have requested. 





1The exceptions, all filed on July 31, 1958, were by Tennessee, the Consolidated Com- 
panies, certain New England customers of Tennessee, Tennessee Natural Gas Lines, Ine. 
(Tennessee Natural), the National Coal Association, et al., and staff counsel, the last 
named, however, being concerned only with the procedure involved, not the merits. 

2These companies, with the East Ohio Gas Company, will be referred to hereinafter 
as the Consolidated Companies, 

2 United Fuel Gas Company is a subsidiary of the Columbia Gas System, Inc., herein- 
after referred to as the Columbia Companies, which also includes The Manufacturers Light 
and Heat Company and the Ohio Fuel Gas Company. 

The New England customers referred to are The Berkshire Gas Company, Blackstone 
Valley Gas and Electric Company, Central Massachusetts Gas Company, The Greenwich 
Gas Company, The Hartford Electric Light Company, Haverhill Gas Company, The 
Housatonic Public Service Company, Lawrence Gas Company, Lowell Gas Company, Lynn 
Gas and Electric Company, Manchester Gas Company, Mystic Valley Gas Company, The 
New Britain Gas Light Company, Northampton Gas Light Company, North Shore Gas 
Company, Springfield Gas Light Company, Wachusett Gas Company, and Worcester Gas 
Light Company, and The Connecticut Gas Company. 
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Finally, in considering the above requested authorizations in relation to the 
operation of Tennessee’s system, we have come to perceive a need for the ex- 
tension, revision, and improved coordination of certain of Tennessee’s services, 
so as to make use of the company’s facilities and particularly its storage facili- 
ties more effectively to benefit all its customers; and we shall consider what 
steps the public convenience and necessity require Tennessee to take in these 
regards. 

The Reaffirming by Tennessee of its Precedent Agreements with the Consoli- 
dated Companies.—This issue can be disposed of briefly. The facts disclose that 
Tennessee on February 24, 1958, cancelled certain precedent service agreements 
with the Consolidated Companies * because of obstacles raised by the Memphis 
decision of the Court of Appeals for the District of Columbia, cited above, to the 
effectuation of rate increases proposed by natural-gas companies. The precedent 
agreements in question, which are identified as Exhibits 342, 346, 348 and 351 in 
the record, provide for the delivery by Tennessee to Hope Natural Gas Company 
of 25,500 Mcf of Contract Demand gas per day, to Peoples Natural Gas Company 
of 10,200 Mcf of Contract Demand gas per day, and to New York Natural Gas 
Corp. of 25,500 Mcf of Contract Demand gas per day and 20,400,000 Mcf of Seller’s 
Option gas per year. 

The Consolidated Companies have objected to Tennessee’s cancellation of these 
precedent agreements. The presiding examiner would attach a condition to the 
certificate he would issue Tennessee, requiring it to reaffirm the precedent agree- 
ments with the Consolidated Companies or in the alternative to eliminate from 
its accounts all costs allocable to such service. 

However, on December 8, 1958, the Supreme Court reversed the Circuit Court,° 
and by restoring the situation as it existed ante-Memphis, has effectively removed 
the obstacles and uncertainties which induced Tennessee to cancel. Consequently, 
Tennessee has now advised the Commission that in view of the Supreme Court’s 
Memphis decision, Tennessee is willing to contract for all service proposed in its 
application in Docket No. G—11107 on the Standard Form of Service Agreement 
in its current FPC Gas Tariff, and had made an offer to the Consolidated Com- 
panies to reaffirm and reinstate the service agreements with them previously 
cancelled. It appears further that the Consolidated Companies are agreeable 
to proceeding on this basis. 

It appears that a portion of the facilities for rendering the service covered by 
the cancelled agreements has already been constructed under temporary au- 
thorization, and the presiding examiner, finding that they are required by the 
public convenience and necessity and otherwise meet the requirements of Sec- 
tion 7(e), would certificate them. We conclude that the authority Tennessee 
requests respecting these facilities should be granted. To this certificate authority 
we shall attach a condition requiring Tennessee to file with the Commission 
within 30 days of the date of issuance of this order executed service agreements 
covering the service under the precedent agreements referred to above. 

We are aware that in view of the Memphis decision and the cancellation of its 
precedent agreements, Tennessee undertook the construction of only a portion 
of the second-stage facilities, the construction of all of which was authorized 
by a temporary certificate on October 31, 1957. Such partial construction was 
completed in December 1958, at an estimated expenditure of approximately 





5 Tennessee also cancelled agreements with other of its customers which subsequently 
entered into new agreements with Tennessee affording it relief if the Memphis case were 
sustained. 

© United Gas Pipe Line Company v. Memphis Light, Gas and Water Division, et al., 358 
U.S. 103, 79 S. Ct. 194 (1958). 
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$88,000,000. However, the full utilization of the facilities constructed to date 
to serve the loads which we will authorize herein, will be delayed until all second- 
stage facilities so authorized are constructed. Thus, until Tennessee completes 
the construction of the facilities authorized to date, the company cannot render 
the total service it proposed and which we authorize herein. The extent to which 
Tennessee may, during the period pending completion of all the second-stage 
facilities authorized herein, include the second-stage facilities so constructed 
to date’ in its rate base, is a matter to be resolved in rate proceedings respecting 
Tennessee. 

In the light of the foregoing, the arguments of the Consolidated Companies 
in their exceptions urging that Tennessee be required to reaffirm the precedent 
agreements are no longer material, and such exceptions should be denied. 

The Grant of Tennessee’s Seller’s Option Service.—Tennessee’s Seller’s Option 
Service involves firm annual delivery obligations on the part of Tennessee, which 
the company has been meeting by off-peak capacity available on its system. 
In these proceedings, Tennessee requests authority to provide an additional 
20,400,000 Mcf of Seller’s Option gas annually to New York State Natural Gas 
Corporation, this transaction being covered by one of the precedent agreements 
Tennessee undertook to cancel. Tennessee also requests authority to construct 
and operate 156,000 Mcf of average-day capacity to render the existing and 
proposed Seller’s Option Service on a permanent basis.*® In addition, United Fuel 
Gas Company, one of the Columbia Companies, requests that a condition be 
attached to the certificate issued Tennessee herein, requiring Tennessee to “firm 
up” its previously authorized Seller’s Option deliveries of 20,000,000 Mcf per year 
to United Fuel by converting such deliveries to 55,000 Mcf per day of Contract 
Demand Service. 

The presiding examiner was of the view that it was not economically feasible 
for Tennessee to construct capacity for rendering what in his view is essentially 
an off-peak type of service. Accordingly, he concluded that either Tennessee 
should abandon the Seller’s Option Service if existing capacity is no longer 
adequate to render it, or the company should fix a charge for this service in 
the Tennessee rate proceedings in Docket No. G-11980, which would recover the 
full cost of rendering it. As to deliveries by Tennessee of Seller’s Option gas 
to United Fuel, the examiner would require Tennessee to “firm up” this service 
by converting it to Contract Demand Service in the volume of 55,000 Mcf of gas 
per day under Tennessee’s existing Contract Demand rate schedule. 

Tennessee in its exceptions protests to the examiner’s criticisms of its Seller’s 
Option Service, contending that it is not an “off-peak” type of service with a 
low load factor but that the facilities for this service would be designed for 
operation at a high load factor and would afford the company desirable flex- 
ibility in service. It argues that rendition of this service by new facilities has 
not been shown to be economically infeasible but that, on the contrary, this 
service is economically feasible. In any event, however, it argues that the ques- 
tion of the rate for this service is the proper subject of the Tennessee rate 
ease in Docket No. G-—11980. It contends there is no reason for it to seek 
permission to abandon this service. 

Respecting the Columbia Companies’ request that the Seller’s Option Service 
to United Fuel Gas Company be converted to Contract Demand Service, Ten- 


7™The supplement filed August 27, 1958, to a certificate application filed on August 5, 
1958, by Tennessee in Docket No. G—11107 identifies that portion of the second-stage facil- 
ities expected to be constructed by December, 1958. 

® Tennessee requested and received temporary authority to construct but not operate 
the additional facilities requested for the Seller’s Option Service. 
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nessee states that it is willing to negotiate with the Columbia Companies for a 
mutually satisfactory contract effectuating this transaction but contends that 
the imposition by the Commission of a condition requiring the conversion would 
be unreasonable since it would condition the entire certificate authorization 
on the consummation of a relatively minor transaction which properly should 
be worked out by the parties. Further, it argues that a condition would be 
contrary to the court’s decision in Central West Utility Co. v. F.P.C., 247 F. 2d 
306, holding that whether a pipeline company should employ additional capital 
in enlarging facilities rests in the judgment of the company’s management. 

We conclude that here, as in the case of the other authorizations the examiner 
would grant and which we affirm, the ordinary requirements of public con- 
venience and necessity—such factors as adequate markets, gas supply, facilities, 
financibility, economic feasibility and the like—are satisfied. Thus, the market 
evidence supporting the need for this gas, adduced by both Tennessee and its 
customers, is substantial and uncontradicted. The Commission’s staff takes the 
position that Tennessee’s gas supply, including Catco and spot purchases, would 
be sufficient to permit delivery of the full requirements of Tennessee’s system, 
including Midwestern’s requirements,’ for some thirteen years in the future. 
Accepting this as an estimate of the minimum gas supply available to Tennessee 
for the purposes of this proceeding—the company’s estimate is on the order of 
nineteen years deliverability—we find Tennessee’s gas supply to be adequate to 
support the authorizations herein granted. Tennessee has shown that it can 
finance the proposed facilities—it has, indeed, already constructed a substantial 
portion of them. The facilities appear reasonable in design and cost. Tennessee 
estimates that its system, as expanded in Docket No. G—11107, would produce 
rates of return of 5.99 percent, 6.15 percent and 6.26 percent for the years 1959 
through 1961. This is within the range permissible in a certificate proceeding; 
and subject to the qualification that this order shall not be construed as approv- 
ing any of Tennessee’s rates as “just and reasonable” within the meaning of 
Sections 4 or 5 of the Act, we find these estimates reasonable. 

However, the public convenience and necessity in this case encompass more 
than merely the conventional considerations cited above. As indicated at the 
outset, the record before us, viewed in the light of the knowledge we have 
gained in over a decade of regulating Tennessee, establishes the existence of 
a public need for some revisions in the services rendered by Tennessee. Certain 
of the broad aspects of this problem are discussed subsequently, after the 
discussion following of Tennessee’s proposed Peak Service, which has important 
implications in this regard; and the issuance of the certificate to Tennessee is 
subject to the qualifications and conditions hereinafter set forth with respect to 
this matter. 

Specifically with respect to Tennessee’s requested Seller’s Option authoriza- 
tions, as indicated above, originally the gas for this service was made avail- 
able from the system’s summer valley gas. Due to a shrinking of the volumes 
of available valley gas, Tennessee has requested permission to install added 
facilities to render this service, permission which we herein grant. In view 
of these facts, it is reasonable and required by the public convenience and 
necessity that the authorizations granted by this order be subject to the con- 
dition that Tennessee file with the Commission within 60 days of the date of 
issuance of this order, rate schedules applicable to its Seller’s Option Service 
herein and heretofore authorized, revised to reflect the addition of the new 
facilities herein authorized, and satisfactory to the Commission. 


® The Midwestern authorization was of course denied in Opinion No. 316. 
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Accordingly, we shall grant Tennessee a conditioned certificate for the con- 
struction and operation of the Seller’s Option facilities and the rendition of 
the Seller’s Option Service as hereinabove described. 

In the event Tennessee chooses to convert its Seller’s Option Service or any 
part thereof to Contract Demand Service, the company shall, within 90 days 
from the date of issuance of this order, file such certificate applications, if 
any, as may be necessary ultimately to enable the rendition of the Contract 
Demand Service resulting from such conversion, and make such rate filings to 
accomplish this conversion as are required by the Commission’s Regulations 
under the Act. 

The Denial of Tennessee’s Proposed Peak Service to New England Cus- 
tomers.—The third major contested issue involves Tennessee’s request for a 
certificate authorizing the rendition on a permanent basis of a long-term Peak 
Service to existing customers in New England under a proposed Rate Schedule 
PS-G. The proposed rate for this Peak Service is 90 cents per Mcf, plus an 
annual minimum charge of $12.00 per Mcf of Peak Service maximum contract 
quantity. 

Apart from the permanent grant of authority Tennessee seeks herein, Ten- 
nessee has previously provided a peaking service beginning with the winter 
of 1955-1956 under temporary authorizations granted at the beginning of each 
winter period and expiring on the following April 30th. During the first two 
winters the rate for this service was 70 cents per Mcf. However, during the 
winter of 1957-1958, the rate was increased from 70 cents to 90 cents per Mcf, 
plus an annual minimum charge of $12.00 per Mcf of Peak Service maximum 
contract quantity, subject to refund as set forth in the temporary authorization 
granted by the Commission on October 14, 1957. The Peak Service which 
Tennessee proposes herein on a permanent basis would be at the same rate as 
that we granted under the 1957 temporary authorization. 

The presiding examiner would deny Tennessee authority for the proposed 
Peak Service, concluding that this service could not be justified, either under 
a temporary authorization, or under a permanent certificate of public con- 
venience and necessity. 

Considering first the question of the temporary authorization, we cannot 
accept what was apparently the presiding examiner’s view, that if the per- 
manent certificate cannot be supported, temporary authorization likewise must 
inevitably be denied. Indeed, by our letter dated November 7, 1958, in Docket 
No. G—15826, we granted Tennessee temporary authority under Section 7(c) 
of the Act to render what is in substance the Peak Service involved here. The 
issuance of a temporary authorization under Section 7(c) is not governed 
solely by the standards applicable in issuing a permanent certificate under Sec- 
tion 7(e). For temporary authorization is intended to meet emergencies pendente 
lite and this factor is not one of the criteria specified by the Act as applicable in 
considering whether a permanent certificate shall be issued. Just as the pro- 
cedures differ, circumstances can and on occasion do justify the issuance of a 
temporary authorization where a permanent certificate is not ultimately 
supportable.” 

Thus in this very case, we cannot find the permanent certification of Ten- 
nessee’s proposed Peak Service supportable, as discussed hereinafter. However, 
the temporary grant of such a service for the current heating season is clearly 
so. Although we cannot know on this record what additional facilities would 
be required to be built in the future to render permanent service, some would 





10 Cf., Commission order issued December 17, 1958, in Matters of Transcontinental Gas 
Pipe Line Corporation, Docket Nos. G—12059, et al., 20 FPC 843. 
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unquestionably be necessary. Nor can the extent of Tennessee’s ultimate sup- 
ply and other obligations for such a service be fixed with exactness on this 
record. And in the case of a permanent certificate, we would be required to 
consider such matters as the financibility of the necessary new facilities, the 
adequacy of gas supply, and the like. In the case of the temporary short-term 
authorization, however, the evidence is clear that permission for it could 
be—and in Docket No. G-15826 was—properly granted without the necessity 
for constructing any new facilities whatever, or securing new volumes of gas 
supply. That service is being rendered by existing facilities and the volumes of 
gas in storage on Tennessee’s system, which volumes were in excess of the needs 
for the winter. Thus, if these sales were not made, unused capacity would 
exist on the system, and gas would be kept in storage which could and should 
be sold for use by customers. The severity of the current winter indicates 
how vitally necessary this service was and continues to be. Thus in granting 
the temporary authorization, we need not have recourse to the criteria ap- 
plicable in deciding a request for a permanent certificate. And since no ad- 
ditional facilities or gas supply were necessary to grant the temporary au- 
thority, the grant of such authority, which otherwise serves important public 
interests, does not and cannot injure any of Tennessee’s other customers or 
any other segment of the public. 

Furthermore, there is no record evidence to justify the conclusion that any 
customer of Tennessee or any other person would suffer any injury by reason 
of the rate for the short-term Peak Service we have heretofore authorized for 
the 1958-1959 heating season on a temporary basis. The inadequacies of this 
record are such as to preclude a finding that the rate for this service is in- 
sufficient to pay the costs properly allocable thereto, insofar as this question 
is material to the issuance of a temporary certificate. Actually, this question is 
material primarily with respect to the issuance of the permanent, not the 
temporary authorization. In any event, if the Peak Service rate were low, 
there still would be lacking any basis for assuming that the Commission would 
require other customers on Tennessee’s system to make up the difference. 

Nor can we accept the arguments of the Columbia Companies, advanced in 
their application for rehearing filed November 19, 1958, in opposition to the 
temporary authorization of the Peak Service. As to the asserted illegality of 
this action, clearly it was in strict conformity with Section 7(c) of the Act, 
which expressly authorizes the issuance of “a temporary certificate in cases of 
emergency, to assure maintenance of adequate service or to serve particular 
customers, without notice of hearing, pending the determination of an applica- 
tion for a certificate ...’ Dispensing with a hearing on the temporary was 
entirely proper. 

As to the Columbia Companies’ claim of a lack of factual justification and 
an absence of any “emergency,” in our judgment there existed in this case a 
sufficient emergency to warrant granting this authority. Although we expedited 
decision, circumstances prevented our issuing Opinion No. 316 in the Midwestern 
case in Docket No. G—2306, with which the Peak Service authorization had become 
enmeshed, before October 31, 1958, and even then we found it necessary to defer 
decision on the Peak Service and the other issues in Tennessee’s Docket No. 
G-11107. Before the Peak Service on which the New England customers had 
relied in previous heating seasons could have been curtailed, reasonable notice 
to the distributing companies would have been necessary, in order to permit the 
orderly transition to peak shaving facilities or other measures to avoid dis- 
locations and hardships and to enable the continuance of service. By the time 
it became feasible to consider the Peak Service issues in Docket No. G-11107— 
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our opinion in the Midwestern case was not final until November 30th—it was 
already too late to do other than grant the temporary authorization as we did. 
Its denial then would have inflicted grevious and undeserved injury on an 
important segment of the consuming public which was depending on this 
service. And it is unthinkable that we could now, consistent with the public 
interest, abrogate our temporary authorization of this Peak Service as the 
Columbia Companies request, in view of the even greater reliance many of 
Tennessee’s customers and the consumers they serve now place on it. Par- 
ticularly would such action be unjustified, in view of the fact mentioned above 
that this service is being rendered by means of capacity and gas already avail- 
able on Tennessee’s system. 

Turning to the question of whether a permanent certificate of public con- 
venience and necessity should issue authorizing Tennessee’s proposed Peak 
Service, basically the presiding examiner was of the view that the record in 
this case is inadequate to permit a determination of a proper rate for the Peak 
Service. Furthermore, he thought it would be unsound to attempt to arrive at 
and approve a rate for the Peak Service without a full-scale rate proceeding 
and a consideration of the entire cost of service in relation to the various 
classes of service and groups of customers. In any event, however, he was 
of the opinion that it would not be economically feasible for Tennessee to con- 
struct facilities for rendering the Peak Service at the rates proposed, in view 
of the low load factor of the service. Also, he was of the view that the pur- 
pose of this service—stimulating the load development of Tennessee’s General 
Service customers in New England and enabling them to realize savings over 
the cost of peak shaving with artificial gas—was unjustifiable and fundamentally 
unsound since the rate for this service was designed on a basis of a cost allocation 
which was contrary to Commission-approved allocation practices and which 
unduly favored the New England customers. 

Replying, Tennessee argues in its exceptions that the rate for the Peak 
Service is just and reasonable and that the Peak Service as applied for should 
be authorized. It attacks the requirements respecting rates outlined in the 
examiner’s decision and seeks to sustain the 90-cent rate and its underlying 
method of allocation, as well as to justify the $12.00 annual minimum charge. 
It points out that if, as the examiner held, the 90-cent rate is not compensatory, 
there is no ground for any refund by virtue of the condition contained in the 
temporary authorization issued by the Commission in Docket No. G-11107 on 
October 14, 1957. Likewise in their exceptions, the New England companies 
take the position that the Peak Service should be permanently certificated 
at Tennessee’s proposed rate, or at least authorized on a temporary basis for a 
time sufficient to permit economic installation of substitute peak shaving 
facilities. In the latter regard, they point out the exceedingly adverse effects 
that would result from an abrupt termination of the Peak Service and a denial 
of any opportunity to prepare the necessary peaking facilities and make the 
other necessary arrangements and adjustments. 

We are of the view that in the circumstances of this case we hare no 
alternative but to deny the permanent authorization of the Peak Service as 
proposed by Tennessee herein. The record is inadequate to permit a determina- 
tion of what the proper rate for this service should be. The incompleteness 
of the record makes it difficult to determine the validity of certain of the 
specific objections advanced to this service. The record is such, however, as to 
require the conclusion that Tennessee has failed to sustain the authorization 
of the long-term Peak Service on a permanent basis on the terms and conditions 
proposed herein. 
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Although we here deny permanent authority for the presently proposed 
Peak Service, we may properly consider whether some other service can be 
made available by Tennessee to meet the special natural-gas needs of the 
public in New England, and what substitute service should be made available 
on an interim basis. The purpose, among others, of this Peak Service has 
been to develop an increased market for natural gas in this region. This is a 
sound and realistic purpose. It is vitally necessary to the financial stability 
and operating efficiency of the entire system that the loads on this farthest 
extension of Tennessee’s system be built up and maintained. Clearly, the best 
interests of all of Tennessee’s customers are best served if the considerable 
investment required to bring gas several thousands of miles into the North- 
eastern United States is supported by those customers who also benefit from 
it. But without the loads, these customers will never be able to support it. 
It is in the public interest, moreover, to secure the benefits of natural-gas service 
to this fuel-hungry region of the country, if it can be done on a reasonable 
and economic basis, just as is true in the case of other sections similarly 
handicapped by a lack of native fuel resources.“ These problems we shall 
consider in the section following, along with the problems involving the better 
utilization of Tennessee’s storage facilities, to which they are related. 

Finally, the temporary authorization for Peak Service issued by the Com- 
mission to Tennessee on October 14, 1957, provided for refunds in the 90-cent 
Peak Service rate charged by Tennessee during the 1957-1958 heating season.” 
Consequently, we have no alternative but to provide for further hearings with 
respect to this issue. We shall direct the presiding examiner to set a day 
certain most convenient to all concerned, subject to further order of the 
Commission, for the resumption of hearings in Docket No. G—11107, to determine 
what refunds, if any, shall be made by Tennessee of rates charged for the 
Peak Service rendered under the temporary authorization of October 14, 1957. 
However, it appears that the New England companies are not dissatisfied with 
the 90-cent rate, and that the Columbia Companies’ position is that it is too low 
rather than too high. Accordingly, it seems obvious that the time and expense 
of making a new record to determine the amount of refunds, if any, would be 
disproportionate to the benefits to be gained therefrom. In view of these facts 
it is to be hoped that at the resumed hearing, it will be possible for the parties 
to arrive at a settlement of this issue on a basis consistent with the public 
interest and most beneficial to all concerned. 

The Fuller Utilization, Clearer Definition, and Possible Extension of Certain 
of Tennessee’s Natural-Gas Services—Although as a matter of convenience 
Tennessee's controverted natural-gas services are discussed separately above 
and in the presiding examiner’s decision, they all constitute parts of the com. 
pany’s over-all system operations, to be reviewed as an entirety. And the knowl- 
edge we have gained of these services in relation to the company’s system opera- 
tions convinces us that the public convenience and necessity require Tennessee to 
undertake to utilize its storage facilities and Storage Service in closer con- 
junction with its system operations and on a more fixed and definite basis than 
presently exists, particularly with respect to the Peak Service; and to undertake 
to supplant the Peak Service, for which permanent authority is herein denied, 


1 Of., Commission Opinion No. 301 issued December 29, 1957, in Matters of Houston, 
Teras Gas € Oil Corporation, Docket Nos. G—9262, et al., 16 F.P.C. 118 (1956). 

“™The examiner held, with respect to that part of the Commission’s order issued No- 
vember 1, 1957, providing for consideration of the rate level for the Peak Service in the 


instant proceeding, that the record does not permit a determination of a just and reason- 
able rate for this service. 








80 FEDERAL POWER COMMISSION 


with a service possibly modeled after the Storage Service it presently renders 
in its New York zone. 

From Tennessee’s first proposal to initiate its storage program to the present 
time, Tennessee has never presented to the Commission a plan for the full 
utilization of its storage as a part of its over-all operations, And we think 
that many of the objections to Tennessee’s Seller’s Option Service and the Peak 
Service have their roots in Tennessee’s failure to plan and render these services 
on a properly coordinated and fixed relationship to storage operations. Under- 
ground storage facilities can be used by a Pipeline company in a number of 
ways, of which two may be noted here. It may be used to reduce the capacity 
required for the main-line facilities extending from sources of supply to the 
storage field; or it may be used for the storage of summer gas and the later 
sale of such gas to customers in the winter months in lieu of their manufacturing 
peak shaving gas. Benefits may accrue to the pipeline from either such usage. 
But the matter of importance to the public is that the maximum benefits of 
storage be realized and that operations be so conducted, on a reasonably fixed 
and certain basis, that such benefits are secured equitably to all customers 
generally. 

The only storage proposals which have been placed before the Commission 
were proposals to store gas for the account of Public Service Electric and Gas 
and the Brooklyn Union Gas Company and Long Island Lighting Company.” 
These services involve the purchases of gas by these customer companies from 
Tennessee during the summer months, and the storage of these volumes by 
Tennessee for delivery in the winter months or when needed. In addition to 
these services, Tennessee has for the past two years offered a short-term so- 
called peaking service, and in Docket No. G—11107 proposes the long-term Peak 
Service described above. However, in none of these plans has Tennessee indi- 
cated in what manner it will utilize the full storage capacity available to it. 
Even in its present proposal there is no fixed plan in the sense of a fixed 
obligation of Tennessee to deliver, since the obligation of Tennessee would be 
determined by the actual load growth of the customers. To what extent 
additional facilities would be required by Tennessee to meet its obligations is 
not known, nor is it known what volumes would have to be placed in storage 
to meet the Peak Service obligations. 

Furthermore, consumers otherwise eligible to receive Peak Service could on 
occasion fail to meet the conditions imposed in the tariff,“ so that they would 
in one winter have Peak Service available to them and in the following winter 
find it unavailable. Such uncertainties in knowledge of demands, facilities, and 
extent of storage necessary are undesirable. The Commission should be in- 
formed and pass upon the firm obligations of Tennessee, and the customer com- 
panies should have definite knowledge of the volumes that will be available to 
them now and in the reasonable future. 

There are also serious rate implications in the failure of Tennessee to operate 
its storage facilities in conjunction with the various services it renders on a 
fixed and predictable basis. These are evidenced by the strenuous objections 


13 Storage service to Brooklyn Union Gas Company and Long Island Lighting Company 
was proposed in this docket and Tennessee was granted temporary authorization for such 
service on March 29, 1957, and a permanent certificate is granted for such service by 
this order. 

144 Proposed Rate Schedule PS-G provides that peaking service is available only to 
buyers under the General Service Rate Schedule for annual periods commencing on May 
1st of each year, provided such buyers increase their General Service billing demands in 
effect on the preceding April 30th by 10 percent in the case of buyers whose General 
Service billing demand is less than 90 percent of Tennessee’s maximum daily obligation to 
deliver, or 5 percent in the instances where the billing demand exceeds 90 percent. 
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of the Columbia Companies, among others, to the Peak Service. It is their claim 
that the charges for the Peak Service are not commensurate with the cost of 
rendering such service. Since there has been no firm plan for utilization of 
Tennessee’s storage, the difficulties of properly assigning the costs of the storage 
facilities to any particular service are almost insuperable. 

Accordingly, we recommend that Tennessee examine its system operations and 
the service it renders in the light of the above discussion, and include as a 
part of its next major certificate application a firm proposal for the full in- 
corporation of its underground storage facilities into the over-all operation of its 
pipeline system, and for the full utilization of its storage capabilities and the 
rendition of its services on a fixed and certain basis in a manner which will 
secure the maximum benefits of the storage equitably to all its customers. 

We think that this would possibly entail, with respect to Tennessee’s Peak 
Service, the development of a storage service generally comparable to that Ten- 
nessee presently renders in New York. There is, we think, a substantial basis 
for Tennessee’s evolving such a service. Thus Tennessee took the position at 
the hearing that the gas for the Peak Service was storage gas, and its cost pres- 
entation in support of the Peak Service was predicated on this basis. Apart 
from this circumstance, Peak Service and Storage Service have basic similarities 
which facilitate the transition from one to the other. Furthermore, Tennessee 
already provides a storage service and rate in its New York zone (Rate Schedule 
SS-5), which is directly adjacent to several of the New England States which 
have been receiving the Peak Service; in fact, in part, the pipeline facilities 
in New England which render Peak Service are a continuation of the facilities 
which render Storage Service in New York. 

Of course, the rates, terms and conditions of this service would have to be 
designed by Tennessee responsive to the New England market. While the rates 
should be fair and nondiscriminatory, they should be sufficiently low to assure 
the availability of the service in helping to meet the needs heretofore met by 
the Peak Service denied by this order. Further, it appears that Consolidated 
Edison Company of New York, Inc., and other companies in the New York 
zone now purchase gas from Tennessee at virtually 100 percent load factor to be 
stored for subsequent withdrawal when needed. Because their operations are 
varied and extensive, sales at this load factor do not unduly burden such com- 
panies. However, many of the New England companies with less extensive and 
diverse operations could not feasibly take gas on a comparable load factor. The 
rates and service devised by Tennessee in accordance herewith should allow 
for such material differences in operating conditions. 

It is in the public interest that Tennessee proceed expeditiously in developing 
the new service outlined above, to supplant the proposed long-term Peak Service 
we are denying by this order. If it can possibly be avoided, plans for such 
service should not be delayed until the next winter heating season is at hand, 
when there will be less opportunity for deliberate planning and consideration 
because of the need to meet impending demands. The public convenience and 
necessity require that in the event the ultimate solution indicated above cannot 
be arrived at by March 1, 1959, Tennessee shall so advise the Commission on or 
before that date. In such event, Tennessee shall, on or before April 1, 1959, file 
with the Commission an application setting forth such proposal as appears to 
be justifiable and in the public interest for service to its New England customers 
on an interim basis in lieu of the service hereinabove indicated and pending the 
full realization of such a service. 

Other Matters.—Tennessee excepts to the presiding examiner’s authorizing 
only 405,599 Mcf of additional average-day capacity instead of the 456,408 ap- 
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plied for and his denial of 50,809 Mcf of average-day capacity which he found 
unnecessary. Tennessee in its exceptions argues that if the Consolidated Com- 
panies execute new precedent agreements with Tennessee, the latter will need to 
construct facilities to increase its average-day capacity by the entire 456,408 Mcf 
of capacity applied for. The presiding examiner accepted staff's argument that 
some 16,740 of compressor horsepower capable of providing 50,809 Mcf per day 
of capacity should not be authorized now because it will not be needed by Ten- 
nessee to meet maximum annual average-day requirements until sometime in the 
winter of 1960. Tennessee replies that if the increased sales contemplated by 
its application in Docket No. G-11107 are authorized, it must at the same time 
have authorization to construct and operate the facilities to meet the sales 
obligations. 

Assuming that the Consolidated Companies execute service agreements with 
Tennessee as above set forth, it appears that the construction of 456,408 Mcf 
of additional average-day capacity will ultimately be needed. Not all of it 
will be needed immediately, however; and we think that as staff recommends, 
it would be prudent in view of the varying demands, the uncertainties, and 
the changing conditions in Tennessee’s system,” to withhold authority for the 
disputed 16,740 compressor horsepower capable of providing 50,809 Mcf of 
capacity until such time as Tennessee shows that it will be needed in the 
reasonably imminent future to make the sales herein authorized. 

We also affirm the presiding examiner’s holding, not excepted to, that 
Tennessee should be permitted to abandon Compressor Station 110-1 in Ken- 
tucky, on the grounds stated by the examiner in his decision. Likewise, for 
the reasons stated in the decision, we affirm the examiner’s holding, not 
excepted to, that Tennessee should be authorized and directed to sell and 
deliver to Orange and Rockland Utilities, Inc., an additional 6,000 Mcf of gas 
per day, and his holding that the limitation imposed in Docket No. G—2331 
on annual deliveries by Tennessee should be removed so as to permit Rockland 
to take gas from Tennessee at 100 percent rather than 70 percent load factor. 


The Commission further finds: 


(1) Tennessee Gas Transmission Company, a Delaware Corporation having 
its principal place of business in Houston, Texas, is engaged in the transpor- 
tation and sale of natural gas in interstate commerce, and is a “natural-gas 
company” within the meaning of the Natural Gas Act, as the Commission has 
heretofore found. 

(2) The facilities proposed by Tennessee in Docket No. G—11107, as more 
fully described in its application, the examiner’s decision, this order and the 
record in this case, are to be used in the transportation and sale of natural 
gas in interstate commerce for resale, subject to the jurisdiction of the Com- 
mission, and the construction and operation thereof by Tennessee are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Except as set forth in paragraph (4) following, the construction and 
operation of the facilities proposed by Tennessee in Docket No. G—11107, and 
the sales proposed therein by Tennessee, as described in this order and as 
more fully set forth in the company’s application as amended, the presiding 
examiner’s initial decision issued herein on June 9, 1958, and the record herein, 
are required by the public convenience and necessity to the extent consistent 


% For example, the termination by Niagara Gas Transmission, Ltd., of an agreement 
with Tennessee under which the latter transported 61,914 Mcf for the former has now 
made this additional capacity available to Tennessee. 
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with this order, and a certificate therefor should be issued upon the terms 
and conditions of this order. 

(4) The facilities hereinabove described proposed by Tennessee for the 
16,740 compressor horsepower capable of providing 50,809 Mcf of average-day 
capacity should be denied. Likewise, the Peak Service to New England cus- 
tomers proposed by Tennessee should be denied; however, such denial shall 
not derogate from the temporary authorization granted on November 7, 1958, 
in Docket No. G-15826 to Tennessee to render the Peak Service for the 1958- 
1959 heating season as set forth therein. 

(5) As more fully set forth in the foregoing, Tennessee should include as a 
part of its next major certificate application a firm proposal for the full in- 
corporation of its underground storage facilities into the over-all operation of 
its pipeline system, and the full utilization of its storage capabilities and the 
rendition of its natural-gas services on a reasonably fixed and certain basis 
to secure the maximum benefits thereof equitably to all its customers. 

(6) The public convenience and necessity require that in the event Tennessee 
is unable to evolve a plan and file an application as set forth in paragraph (5), 
above, and in this order, by March 1, 1959, then Tennessee shall so advise the 
Commission in writing on or before that date; and further, that in such event, 
Tennessee shall on or before April 1, 1959, file with the Commission an appli- 
cation setting forth such proposal as appears to be justifiable and in the public 
interest for service to its New England customers on an interim basis for the 
1959-1960 winter heating season, in lieu of the service indicated in paragraph 
(5) above and in this order, pending the full realization of the latter such 
service. 

(7) Subject to the requirements of this order and in respect of the matters 
set forth in paragraph (3) above, Tennessee is able and willing properly to 
do the acts and perform the service proposed and to conform to the provisions 
of the Act and the requirements, rules and regulations of the Commission 
thereunder. 

(8) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (¢c)(3), (c)(4), and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act should 
attach to the certificate hereinafter issued and to the exercise of the rights 
granted thereunder. 

(9) The public convenience and necessity permit the abandonment proposed 
by Tennessee of its Compressor Station 110-1 in Kentucky, originally authorized 
in Docket No. G-911. 

(10) Such arguments, contentions, objections and exceptions advanced by any 
party to these proceedings as have not been specifically disposed of herein have 
been considered but are immaterial to decision, or are without substantial support 
in the record or reasonable basis in law, and all such should be denied. 


The Commission orders: 


(A) Except as set forth in paragraph (B) hereof and subject to the conditiors 
of this order, a certificate of public convenience and necessity is hereby issued 
to Tennessee Gas Transmission Company authorizing Tennessee to construct and 
operate the facilities and render the sales proposed by it in Docket No. G-11107, 
as described in this order, and as more fully set forth in the company’s application 
as amended, the presiding examiner’s initial decision issued herein on June 9, 
1958, and the record in these proceedings. 

(B) The facilities proposed by Tennessee for the 16,740 compressor horsepower 
capable of providing 50,809 Mcf of average-day capacity are hereby denied. 
Likewise, we deny the proposed Peak Service to New England customers on a 
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permanent basis. However, nothing in this order derogates from the temporary 
authority heretofore granted Tennessee to render Peak Service for the 1958-1959 
heating season, as set forth in our temporary authorization granted on November 
7, 1958, in Docket No. G—15826. 

(C) The general terms and conditions set forth in paragraphs (a), (c) (3), 
(c) (4), and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act attach to the certificate hereinafter issued and to the exercise of 
the rights granted thereunder. Tennessee shall commence the construction of 
the facilities herein authorized which have not already been constructed under 
temporary authorization, within 90 days from the date of issuance of this order ; 
and all facilities authorized herein shall be constructed and placed in operation 
within one year from the date of isuance of this order. 

(D) As a further condition to the certificate issued Tennessee herein and to 
the exercise of the rights granted thereunder, Tennessee shall within 30 days 
from the date of issuance of this order file executed service agreements covering 
the service under the precedent agreements heretofore cancelled by Tennessee, 
hereinabove described, with respect to sales to Hope Natural Gas Company of 
25,500 Mcf of Contract Demand gas per day; to Peoples Natnral Gas Company 
of 10,200 Mcf of Contract Demand gas per day; and to New York Natural Gas 
Corp. of 25,500 Mcf of Contract Demand gas per day and 20,400,000 Mcf of Seller’s 
Option gas per year and 20,400,000 Mcf of Seller’s Option gas per year. 

(E) Asa further condition to the certificate issued Tennessee herein and to the 
exercise of the rights thereunder, Tennessee shall, with respect to the Seller’s 
Option authorizations herein granted, file with the Commission within 60 days 
from the date of issuance of this order, rate schedules applicable to its Seller’s 
Option Service herein and heretofore authorized, revised to reflect the addition 
of the new facilities herein authorized, and satisfactory to the Commission. 

(i) In the event Tennessee chooses to convert its Seller’s Option Service or any 
part thereof to Contract Demand Service, the company shall, within 90 days from 
the date of issuance of this order, file such certificate applications, if any, as may 
be necessary ultimately to enable the rendition of the Contract Demand Service 
resulting from such conversion. 

(F) The presiding examiner shall set a day certain most convenient for all 
concerned, subject to further order of the Commission, for the resumption of hear- 
ings in Docket No. G-11107, to determine what refunds, if any, shall be made by 
Tennessee of rates charged for the Peak Service rendered by Tennessee for the 
1957-1958 heating season under the temporary authorization of October 14, 1957. 

(G) Tennessee should include as a part of its next major certificate application 
a firm proposal for the full incorporation of its underground storage facilities 
into the over-all operation of its pipeline system, and the full utilization of its 
storage capabilities and the rendition of its natural-gas services on a reasonably 
fixed and certain basis to secure the maximum benefits thereof equitably to all 
its customers. 

(H) In the event Tennessee is unable to evolve a plan and file an application 
as set forth in paragraph (G) above and in this order by March i, 1959, then 
Tennessee shall so advise the Commission in writing on or before that date; and 
further, that in such event, Tennessee shall on or before April 1, 1959, file with 
the Commission an application setting forth such proposal as appears to be 
justifiable and in the public interest for service to its New England customers on 
an interim basis for the 1959-1960 winter heating season in lieu of the service 
indicated in paragraph (G) above, and in this order, pending the full realization 
of the latter such service. 

(1) As a further condition to the certificate issued Tennessee herein and to 
the exercise of the rights thereunder, Tennessee shall deliver and sell to Orange 
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and Rockland Utilities, Inc. (Rockland) an additional 6,000 Mcf of natural gas 
per day, representing an increase in Contract Demand Service from 7,000 Mcf 
to 13,000 Mcf per day. 

(J) The limitation on annual delivery imposed in the Commission’s order in 
Docket No. G—2331 is hereby removed so as to permit Rockland to take gas 
from Tennessee at 100 percent, rather than 70 percent, load factor. 

(K) Tennessee is hereby authorized to abandon its Compressor Station No. 
110-1 in Kentucky. 

(L) The presiding examiner’s initial decision issued herein on June 9, 1958, 
is modified as set forth above, and as so modified is affirmed consistent with 
this order. Exceptions to the said initial decision are, except to the extent 
hereinabove granted, hereby denied. 


DECISION 


TENNESSEE GAS TRANSMISSION COMPANY, DOCKET NO. G-11107 


UPON APPLICATION FOR CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY AND 
FOR ABANDONMENT OF NATURAL GAS FACILITIES 


(Issued June 9, 1958) 


HA, Presiding Examiner: By order issued March 29, 1957, the Commission 
consolidated for hearing twenty applications representing in part competing 
proposals for sales of natural gas in the United States midwest. The consoli- 
dation of the competing proposals was for the purpose of enabling compara- 
tive consideration to be given to all material factors (gas supply, design of fa- 
cilities, economic feasibility, etc.) entering into the determination of which ap- 


plicant or applicants, if any, should be authorized to make the sales. However, 
since the record made shows that the application of Tennessee Gas Transmis- 
sion Company (Tennessee) filed September 19, 1956, in Docket G—11107, as 
amended March 1, 1957, is not, insofar as initial construction is concerned, re- 
lated to or dependent upon any of the other applications consolidated for hear- 
ing, it may be, and in this decision it is, separately considered and disposed of 
by the Examiner upon a consideration of the entire record. 

In Docket G—11107 Tennessee is seeking a certificate of public convenience 
and necessity to construct and operate facilities which are to be utilized in their 
entirety for new and additional service to present customers of Tennessee. These 
facilities, as they are now being constructed, are in no way dependent upon the 
outcome of Tennessee’s application in Docket G—9454 for a certificate to sell up 
to 204,000 Mcf per day to Midwestern Gas Transmission Company (Midwest- 
ern) for resale in the midwest area. 

Included in the Docket G—11107 facilities is the 556-mile large diameter line 
which, when completed, will extend from the Louisiana Delta to Portland, 
Tennessee. This line will be used to serve the 1958-59 requirements of Ten- 
nessee’s present customers irrespective of the disposition made of the competi- 
tive issues involved in some of the other dockets. Because of this fact the 
Delta-to-Portland line is now being constructed pursuant to temporary certifi- 
eate authority and will be completed in time for the 1958-59 winter season. 
The facilities proposed by Tennessee in Docket G—9454 for service to Midwestern 
consists of compression superimposed upon the Delta-to-Portland line and the 
existing Agua Dulce-Kinder line. Such added compression will only be con- 
structed in the event Midwestern’s proposal is subsequently authorized. 

Midwestern is owned by Tennessee and is proposing (in Docket G—9451) to 
construct a 2050-mile pipeline extending from an interconnnection with Tennes- 
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see’s main pipeline near Portland, Tennessee, through the States of Tennessee, 
Kentucky, Indiana, Illinois, Wisconsin and Minnesota, to its northern terminus 
on the United States-Canadian boundary near Emerson, Manitoba. Tennessee 
will provide and utilize capacity required to serve Midwestern as follows: 


Average day 
(Mcf) 








Peak day 
(Mef) 


Capacity applied for in Docket No. G-9454 
Si i i i aR GE I EE RELL LL LLL IERIE NALA EI 
Capacity to become available upon discontinuance of service to Niagara Gas 
Transmission, Ltd 


115, 293 
4, 930 4, 930 


61, 914 115, 602 
235, 825 
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ShkseDStcNOO KEK eais~ Sinan nan Ke weTsae eet 181, 857 | 204, 000 
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This plan for meeting Midwestern’s requirements is set forth in the testimony 
of a witness for Tennessee and also in Tennessee’s sworn statement filed No- 
vember 8, 1957, in compliance with the direction contained in the Commission’s 
letter of October 31, 1957, issuing a temporary certificate conditioned upon sub- 
mission of an acceptable showing “that the proposed facilities are solely for the 
purpose of meeting present commitments to existing customers and is in no 
way related to the service which Tennessee Gas proposes to render to Mid- 
western.” 

The consolidated hearing began on May 14, 1957, continued for 143 hearing 
days, and concluded on January 31, 1958. The record made consists of 21,091 
pages of transcript, 789 exhibits and a large number of items incorporated by 
reference to the Commission’s official files. 

Main and reply briefs were filed on March 28 and May 5, 1958, respectively, 
by Tennessee and Midwestern, Trans-Canada Pipe Lines Limited, Michigan 
Wisconsin Pipeline Company and American Louisiana Pipe Line Company, 
Northern Natural Gas Company and Permian Basin Pipeline Company, El Paso 
Natural Gas Company, Iron Ranges Natural Gas Company, Natural Gas Pipeline 
Company of America, the Peoples Gas Light and Coke Company, Northern In- 
diana Public Service Company, Panhandle Eastern Pipe Line Company, National 
Coal Association, et al., Brooklyn Union Gas Company, Lake Shore Pipe Line 
Company, Northern States Power Company (Wisconsin) and Northern State 
Power Company (Minnesota), Michigan Gas and Electric Company, et al., City 
of Duluth, Minnesota, and Superior Water, Light and Power Company, State of 
Wisconsin and Public Service Commission of Wisconsin, Michigan Public Serv- 
ice Commission, State of Minnesota, City of Detroit, Michigan, Orange and 
Rockland Utilities, Incorporated, Tennessee Natural Gas Lines, Inc., Minneapolis 
Gas Company, Council Bluffs Gas Company, Metropolitan Utilities District of 
Omaha, Interstate Power Company, Decorah Gas Company, Wisconsin Public 
Service Corporation, Wisconsin Fuel and Light Company, et al., Berkshire Gas 
Company, et al., Central Wisconsin Gas Company, Minnesota Valley Natural 
Gas Company, North Central Public Service Company, Iowa Southern Utilities 
Company, Northwest Gas & Power Company, Iowa Public Service Company, 
Iowa Power and Light Company, Iowa Electric Light and Power Company, 
Natural Gas Distributors, Inc., City of New Hampton, Iowa, Town of Emmets- 
burg, Iowa, Town of Ada, Minnesota, et al., Village of Hibbing, Minnesota, City 
of Virginia, Minnesota, Town of Cascade, Iowa, Town of Graettinger, Iowa, 
Towns of West Bend and Whittemore, Iowa, Towns of Manning and Manilla, 
Iowa, Hutchinson Utilities Commission of the City of Hutchinson, Minnesota, 
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City of Sac City, Iowa, Long Island Lighting Company, Home Gas Company, The 
East Ohio Gas Company, et al., Northwestern Public Service Company, Wiscon- 
sin Power and Light Company, Iowa Electric Light and Power Company, and 
Federal Power Commission Staff Counsel. 


Tennessee's System 


Tennessee owns and operates a billion dollar natural gas pipeline system ex- 
tending in a northeasterly direction from its sources of supply in Texas and 
Louisiana through the States of Arkansas, Mississippi, Tennessee, Kentucky, 
West Virginia, Ohio, Pennsylvania, New Jersey, New York and into Massachu- 
setts, New Hampshire, Rhode Island, and Connecticut, and it is presently making 
deliveries of natural gas through its Niagara spur at Niagara Falls for export 
and resale in the Toronto area. As an integral part of this system, Tennessee 
owns and operates natural gas storage fields in the States of New York and 


Pennsylvania. 
The Proposed Facilities 


Tennessee proposes to enlarge its average daily system capacity by 405,599 
Mcf,’ for the purpose of meeting the requirements of and present commitments to 
existing customers (none of which operate in the midwest), by the construction 
and operation of 1,072.5 miles of additional pipeline and the installation of 104,250 
additional horsepower at the following locations: 


Pipeline facilities 





































Location Miles Size 


(inches) 





Loop lines: 
Kentucky: 


Between Station No. 87 and No. 200._......- 5 anieitseeipoledcheaittad isieiied Accotachea 220. 9 

Between No. 110-2 and No. 114...--. ibnoranauniudicindehieimndamiaatnnbal | 50.0 
Pennsylvania: 

I a eeadecmad sinc eanih eater adnate 10.3 

Se ee ene ibbnbeindtes 12.4 
West Virginia: 

USO NOs B16 OS ree Doo. 5 nose codec cscsnccdcuscse sla inhale 39.3 


Mississippi-Arkansas: 
ND SINVEE TITRIi b. 6 on canna nodadetscounsousecbecdnsanccshencinhuiqsseseaen 

New lines: 
I rie NC GI oo esceceneminigin tera aehiinegppiamaietniannataninnipaahiptid 
Louisiana Delta to station No. 87 
Station No. 313 to station No. 229 









1 The application in Docket G-11107 requests authority to construct facilities enabling Tennessee to 
increase its capacity by 456,408 Mcf, or from 1,900,000 Mcf to 2,356,408 Mcf, such facilities being estimated 
to cost $175,106,000 and to include, inter alia, the installation of 120,990 additional compressor horsepower. 
Staff counsel contends, and the record supports their contention, that construction of 16,740 compressor 
horsepower at the following locations (capable of providing 50,809 Mcf of capacity) is unnecessary at this 
time: 





Horsepower 
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Counsel for Tennessee interpose no objection to exclusion of this horsepower, which is not under tem- 
porary authorization, from the certificate issued herein. Accordingly, it will be omitted from the certificate 
without further discussion. 
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Horsepower 


Station Location 


(New) Alexandria, Louisiana 
(New) Lake Providenee, Louisiana. -_............-...-...---.---- 
(New) Grenada, Mississippi 
(New) Centerville, Tennessee 
(New) Near Bay St. Louis, Mississippi 
(New) Near West Point, Tennessee - -- 
(New) Clifton Springs, New York 

| (New) Pidgeon, Pennsylvania 
(Addition) New Albany, Mississippi 
(Addition) Winchester, Kentucky 

.| (Addition) Morehead, Kentucky-.- 

.--| (Addition) Portland, Tennessee- - - 

-| (Addition) Albany, Ohio___.----- 

| (Addition) Cambridge, Ohio 

| (Addition) Carrollton, Ohio 

| (Addition) Mercer, Pennsylvania 
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Tennessee’s average-day design capacity, upon completion of all of the above 
facilities, will be increased by 405,599 Mcf, or from 1,900,000 Mcf to 2,305,599 
Mcf. Its system peak-day capacity, including deliveries from storage, will be 
2,719,974 Mcf. 

While the Commission has granted temporary certificate authorization to 
Tennessee to construct such part of the new facilities as will increase its average- 
day capacity to 2,305,599 Mcf, it has only authorized the operation of that part 
of the facilities which will increase Tennessee’s average-day design capacity 
by 118,137 Mcf, or from 1,900,000 Mcf to 2,018,137 Mcf. 

Tennessee’s application contemplated a two-step construction program which as 
revised involves increments of 118,137 Mcf in 1957 and 287,462 Mcf in 1958, or a 
total of 405,599 Mcf. 

First-step construction. The increased capacity of 118,137 Mcf resulting from 
the first phase of the construction program was required to meet the additional 
general and peak service customer needs for the 1957-58 winter and was con- 
structed and is being operated pursuant to temporary certificate authorizations 
issued by letters dated March 29, May 14, and October 14, 1957 and orders of 
the Commission (17 F.P.C. 574,732). It involved the construction of (1) 37,260 
compressor horsepower at Stations 106, 110-2, 827, 838, 847, 851 and 860; (2) 
107.2 miles of new pipeline extending from Station 823 to offshore production fields 
in Louisiana to connect the CATCO gas reserves acquired as a part of Tennessee’s 
over-all gas supply; (3) approximately 68 miles of looping pipeline in Kentucky 
and Pennsylvania; and (4) the additional submerged crossing of the Mississippi 
River near Greenville, Mississippi. 

Second-step construction. By application filed August 23, 1957, Tennessee 
requested temporary authorization to construct and operate all of the remain- 
ing facilities covered by its application in Docket G-11107 except 16,740 com- 
pressor horsepower (see n. 1, p. 87, supra). The Commission’s temporary 
certificate issued October 13, 1957, authorized the construction (but not the 
operation) of all of the remaining facilities except the 16,740 compressor horse- 
power. These facilities involve (1) 897.28 miles of pipeline, including the 556- 
mile Delta-to-Portland 30-inch line; the 76-mile 24-inch line connecting the 
existing storage fields at Hebron, Pennsylvania (Station 313) and Colden, New 
York (Station 229); main line loops paralleling existing lines; and (2) 66,990 
additional compressor horsepower. 
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The 405,599 Mcf of additional average-day design capacity is proposed to be 
utilized by providing 198,390 Mcf for contract demand increases; 156,099 Mcf 
for Seller’s Option customers; and the remainder for General Service customers. 


The Proposed Service 












By means of the Docket G—11107 facilities, Tennessee proposes to supply the 
additional demands of its present customers for (1) General Service, (2) Con- 
tract Demand Service, (3) Seller’s Option Service, and (4) Peak Service. Au- 
thority is also requested to render storage service to Brooklyn Union Gas 
Company (Brooklyn Union) and Long Island Lighting Company (Long Island). 

The rates proposed to be charged for the service are Tennessee’s presently 
effective rates, except peak service. The proposed peak service is hereinafter 
considered (see p. 95, infra). 

Storage Service. Tennessee requests authority to render the following storage 
service which began on May 1, 1957, pursuant to temporary certificate 
authorization : 












Daily storage | Winter storage 





Storage service customer | quantity quantity 
(Mef) (Mcf) 
III nhs cnticksdaaesiiemitiominntns sities cabtiadtin phates | 20, 400 | 1, 836, 000 
I kel hice diin hen nial aseacbeiacedin dad cia s chakeecdialdmackaniackaninls ake wei tee 5, 100 | 459, 000 
FI Is, ic incncccnnsedtidinsarinadimennedeniaiaededaaen | 25, 500 2, 295, 000 




























To provide this service, Brooklyn Union and Long Island make available to 
Tennessee up to 1,836,000 Mcf and 459,000 Mef, respectively, during the off-peak 
periods from May 1 through October 31, of each year for injection into Tennes- 
see’s underground storage facilities.2 Tennessee delivers the gas so stored to 
Brooklyn Union and Long Island as requested at rates up to 20,400 Mcf and 
5,100 Mcf per day, respectively, during the period from November 1 of each year 
to April 30 of the following year.* 

No additional capacity is required to render the storage service, which service 
reduces the quantity of gas that would otherwise be sold to interruptible cus- 
tomers and enables Brooklyn Union and Long Island to meet the steadily in- 
creasing requirements of their customers in the most economical manner.‘ 
Furthermore, the storage gas service provides a means of reducing the amount 
of peak shaving Brooklyn Union and Long Island would otherwise have to do 
and aids in avoiding the problem of interchangeability of peak shaving gas that 
results in customers’ appliance complaints. 

Brooklyn Union and Long Island presented uncontroverted evidence showing 
the need for the storage gas service and the substantial savings in gas produced 
and purchased resulting from such service. 











2The gas is made available for storage by reason of reduction in purchases by Brooklyn 
Union and Long Island during the summer months under their present Contract Demand 
contracts. 

3 The storage service rendered to Brooklyn Union and Long Island is the same as that 
rendered by Tennessee to Public Service Electric and Gas Company (Docket No. G—10804) 
(see n. 11, p. 96, infra). 

4For example, witness Harrison testified to the savings in production costs which will 
be realized in the event Brooklyn Union continues to obtain the storage gas service it 
seeks from Tennessee. His testimony with respect to the substantial savings in gas pro- 
duced and purchased resulting from the storage gas service Brooklyn Union seeks is sum- 
marized as follows: $633,296 in 1958; $1,567,963 in 1959; and $1,843,668 in 1960. 
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The record fully supports Tennessee’s application for certificate authorization 
to render the storage service. 

General Service. The service agreement between Tennessee and its General 
Service customers obligates Tennessee, upon notice from such customers, to exer- 
cise due diligence in undertaking to supply their additional natural-gas require- 
ments. Accordingly Tennessee sought authority to render, and it has been 
granted temporary authority to render, the following additional general service 
commencing with the 1957-58 winter season: 


Proposed 
increase in 
General service customers maximum 
contract 
quantity 
(Mcf) 


Alabama-Tennessee Natural Gas Co 7, 124 
Batesville, Mississippi (city of) 

Berkshire Gas Company (Pittsfield) 676 
Clarkesville, Tennessee (city of) 

Concord Natural Gas Corporation 

Gas Service, Inc 

Granite State Gas Transmission, Inc.....--.--- 

Greenwich Gas Company (The) - 

Holly Springs, Mississippi (city of) 

Lake Shore Pipeline Company 

Lobeville Gas Company...........---.----.- 

Morehead, Kentucky (city of) 

New Albany and Pontotoc, Mississippi (city of) 

New Britain Gas Light Company (the) 

Ripley, Booneville and Baldwin, = 

Tennessee Natural Gas Lines, Inc. 

United Gas Pipe Line Company-..-.- 

Western Kentucky Gas Company 

Westfield Gas and Electric Light Department of the city of Westfield, “Massachusetts 


Total increase 


Contracted Demand Service. Tennessee’s proposal includes increased contract 
demand service, beginning in the 1958-59 winter season, for the following 
customers: 


Contract demand (Mcf) 


Contract demand customers 
Proposed 
total 


Cabot, Godfrey, L., Inc 

Cumberland Gas Corporation 

Hope Natural Gas Company 

Inland Gas Corporation 

Iroquois Gas Corporation 

Manufacturers Light and Heat Co. 

New York State Natural Gas Corp 

Ohio Fuel Gas Company-..-.........------..- 
Peoples Natural Gas Company (The) -- 
United Fuel and Gas Company 
United Natural Gas Company-..-.......-.-.- aim sitter iha tid wins at henben ted abliad 


sGeresesk... 
| Sessusesegs 


st 





= 





As admitted by counsel for Tennessee, “Each of the above customers inter- 
vened in these proceedings and presented testimony and exhibits supporting the 
need for this increased service commencing in the 1958-59 winter season * * * . 
By letters of October 31, 1957, and November 29, 1957, the Commission granted 
Tennessee temporary authority to construct the facilities required to render 
this service.” This admission is quoted because of its importance and relation 
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to Tennessee’s attempted cancellation of its precedent service agreements with- 
out prior notice to the Commission and after it has obtained temporary authority 
to construct, and began construction, of the facilities to render the needed service 
provided for in the agreements (See p. 110, infra). 

The precedent agreement covering the additional Seller’s Option service to 
New York State Natural Gas Corporation (New York State Natural), now to 
be considered, is another agreement which Tennessee has attempted to cancel. 

Seller’s Option Service. Tennessee requests authority to (1) provide addi- 
tional Seller’s Option gas to New York State Natural in an annual amount of 
20,400,000 Mcf and (2) construct mainline capacity in the amount of 156,099 
Mcf per day for service to its presently authorized Seller’s Option service and 
the additional service to New York State Natural. Tennessee’s Seller’s Option 
requirements are: ° 


1959 Average-day 
requirements 
Seller’s option customers (Mecf) 


New York State Natural 105, 744 
North Penn Gas Company 15, 062 
United Fuel Gas Company 55, 890 


Less cut backs of Louisville Gas, National Gas, Penn Gas and Texas 
OI asst pce aed peeiiagenansecs ie oRearaeaeeisae aces Dc atacalieea Giiccaiigieaganetecenin * 20, 597 


Balance (at 14.73 psia) 


Temporary authority to construct the additional 156,099 Mcf of additional 
average-day capacity has been granted and, as counsel for Tennessee assert, 
“The evidence presented by New York State Natural clearly shows the need 
for this additional service * * *.” 

Off-peak capacity previously available on Tennessee’s system for General 
Service and Contracted Demand customers, which was utilized for Seller’s 
Option sales, is now being utilized for other types of service, making it neces- 
sary for Tennessee, if it is to continue to supply this type of service, to con- 
struct mainline capacity in the amount of 156,099 Mcf per day. 

The history of Tennessee’s Seller’s Option service is concisely set forth in 
the following excerpt from the brief filed by counsel for Tennessee and Mid- 
western and is quoted here for two purposes. First, to show that Tennessee 
has departed from the original basis upon which it undertook Seller’s Option 
obligations, which departure was occasioned by the activation of storage fields 
and the taking on of additional obligations. Second, to facilitate an under- 
standing of Tennessee’s proposal and the position of The Manufacturers Light 
and Heat Company, United Fuel Gas Company and The Ohio Fuel Gas Com- 
pany (Columbia Companies), which companies are each subsidiaries of The 
Columbia Gas System, Inc., and are components of the group of companies 
constituting the Columbia Gas System: 


5The Seller’s Option requirements set forth in the tabulation are contained in Ten- 
nessee’s request for temporary authorization filed August 23, 1957, of which official 
notice is taken by the Examiner. The Examiner also takes official notice of the Commis- 
sion’s action thereon. 

*Four contract demand customers, i.e., Louisville Gas & Electric Company (Louisville 
Gas), National Gas & Oil Corporation (National Gas), Pennsylvania Gas Company (Penn 
Gas), and Texas Gas Transmission Corporation (Texas Gas), have reduced their contract 
demand by 20,597 Mcf and Tennessee expects to use this capacity in part to meet the 
Seller’s Option requirements. 
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* * * The volumes of Seller’s Option gas presently authorized by the 
Commission and applied for herein are a firm annual obligation of Ten- 
nessee. At the time of initial authorization to render Seller’s Option 
service, Tennessee had no storage facilities. Tennessee, therefore, designed 
its system to provide capacity approaching the maximum daily require- 
ment for each of its General Service customers. Since such maximum 
daily requirement was considerably in excess of the average-day 
requirement of the General Service customers, Tennessee was able 
to rely upon the difference between the maximum-day and the average- 
day requirements (as well as authorized and constructed capacity not fully 
utilized by Contracted Demand customers) to make the Seller’s Option 
deliveries. After its first storage field was authorized in Docket G—2108, 
Tennessee revised its design to provide capacity to meet the annual average- 
day requirements of the General Service customers in the year in which 
they reached their maximum authorization, thereby eliminating capacity 
which was previously available for Seller’s Option deliveries. At that 
time, however, Tennessee was experiencing reduced takes from certain of 
its Contracted Demand customers, which reduction provided adequate 
capacity to permit continued delivery of Seller’s Option volumes without 
additional facilities to provide that service. Subsequently, the load factor 
of contracted demand customers substantially increased, thereby virtually 
eliminating the off-peak capacity which had been available for making 
Seller’s Option deliveries. As a result of these developments, facilities 
must now be constructed to provide capacity for deliveries of Seller’s 
Option gas * * *, 


As explained by a witness for Tennessee, “Under the seller’s option contracts 
we have no daily obligation to deliver—that is, daily deliveries can be made, 
within set limits, at our option—but we do have an annual delivery obligation. 
This service is therefore not an interruptible service in the normal connotation 
of that word because, while daily deliveries can be interrupted upon notice, 
specific annual volumes must be delivered.” The witness further testified that 
Tennessee cannot rely upon the off-peak capacity of contract demand customers 
to provide Seller’s Option gas: If “‘we could count on operating at a 90 percent 
load factor, we could assign that difference to seller’s option service. The 
only point is, we cannot count on it, we have a contract obligation, and in some 
years the customers demand it, and in other years they don’t.” 

The Seller’s Option service rendered by Tennessee up to now enabled fuller 
use of its existing facilities and, of course, there is a compelling desirability 
for such use and all natural gas companies strive to accomplish this purpose 
in rendering service. Assuming the availability of markets, the rate schedule 
of pipeline suppliers involving varying types of services accomplish three pur- 
poses. First, it assures to the supplier an adequate rate of return. Second, 
it equitably distributes the total cost of service to the various classes of 
services rendered, taking into consideration the maximum utilization of facili- 
ties which will flow from the classification of rates according to types of 
service. Third, it causes the most intensive use of the supplier’s facilities so 
as to produce the lowest unit cost of gas sold and eliminate the waste of 
periodical idleness of facilities to the benefit of both supplier and distributor. 
The need for full utilization of existing facilities is the end result; namely, 
the lowest reasonable cost of gas to ultimate consumers. 

However, it is one thing for a pipeline to find itself with excess capacity 
and attempt to utilize that capacity through rate inducements on a temporary 
basis in the best possible way consistent with its interest and the interests of 
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its customers and ultimate consumers. It is an entirely different thing for a 
pipeline to construct capacity to perform off-peak interruptible service, for 
such capacity is planned for partial use only. So far as the Examiner is in- 
formed, no long distance pipeline other than Tennessee has ever been willing 
to construct capacity for such a purpose because it is not economically feasible 
so to do. 

Coming now to a consideration of the position of the Columbia Companies.” 
With reference to Tennessee’s Seller’s Option Service, as well as the Peaking 
Service hereinafter considered, the Columbia Companies point out that they 
are “cognizant of the novel cost allocations and rate-making theories advanced 
by Tennessee in its concurrent rate case, Docket No. G—11980” and that they 
“are convinced that, in addition to these goals, Tennessee is seeking certain 
phraseology in the certificate orders which it might use as support for its own 
particular brand of rate-making theories.” They also allege that “Tennessee’s 
cost allocations are based on nothing more than its desire (a) to give preferen- 
tial treatment to the New England markets, and (b) to recover the resulting 
losses from its larger customers,” and that there is no evidence “to support 
a finding that Seller’s Option service of the type now contemplated by Ten- 
nessee is in the public interest. Certainly, this record does not show that it 
would be economically feasible for United Fuel, or any other customer of 
Tennessee, to purchase Seller’s Option Gas if it is necessary for Tennessee to 
construct facilities therefor and charge such customers rates necessary to 
recover costs related to such additional capacity.” 

Position Of Columbia Companies In Relation To Tennessee’s Seller’s Option 
Service. The Columbia Companies intervened in the consolidated proceeding 
to protect their interests and those of their customers with respect to the 
facilities, rates of service of Tennessee. These companies support Tennessee’s 
proposal to deliver an additional supply of firm gas in the aggregate amount 
of 102,000 Mcf per day to them under certain of Tennessee’s CD rate schedules.® 
They also urge a condition to the certificate issued herein “firming up” Ten- 
nessee’s previously authorized Seller’s Option deliveries to United Fuel (change 
the nature of the service from that under Rate Schedule SO to Rate Schedule 
CD). 

The Columbia Companies object to Tennessee’s proposals relating to Seller’s 
Option service. In their view— 


The concept of Seller’s Option Gas when previously certificated in Docket 
No. G-1273 was to achieve more economical service by utilizing idle capacity 
during off-peak periods. In this proceeding Tennessee presents a new con- 
cept of Seller’s Option service. It now contends that the off-peak capacity 
which it was certificated to use to provide United Fuel with Seller’s Option 
Service, has been dedicated to some other service and that it must construct 
new capacity to provide Seller’s Option service. 


* * * * * * * 





7The Columbia Gas System, of which the Columbia Companies here referred to are a 
part, extends east and west from western Ohio and Kentucky through Ohio, West Vir- 
ginia, Virginia, Maryland, Pennsylvania and into New York, and serves the metropolitan 
area of Washington, D. C., through an interconnection between Atlantic Seaboard Corpo- 
ration and Washington Gas Light Company (15 F.P.C. 700, 702). 

8In response to the Examiner’s order issued April 9, 1958, requesting that every aspect 
of the cancellation of precedent agreements by Tennessee be fully set forth in the Reply 
Briefs, counsel for the Columbia Gas System companies state: ‘Each of the Columbia inter- 
venors has recently executed Precedent Agreements with Tennessee pertinent to the addi- 
tional firm gas proposed to be sold to them. Insofar as Columbia Intervenors are con- 
cerned, the proceeding is now ripe for final decision * * *.” 
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It is our position that if at this time the taking on of additional Seller’s In 
Option deliveries requires the construction of facilities then, in effect, Ten- ae 
nessee is not in a position to offer additional Seller’s Option service, the Fu 
economic feasibility of which is not shown, and such additional Seller’s the 
Option service should not be certificated. Su 

The record is devoid of any justification for requiring, or even permitting, in 
Columbia companies to purchase gas under the Seller’s Option Rate Schedule Fu 
if Tennessee is to construct the additional facilities allegedly required there- ga 
for. It is respectfully submitted that in determining whether the additional ad 
proposed capacity is in the public interest, the Commission cannot ignore - 
these important economic and rate implications. 7 

The only practical way of treating Tennessee’s Seller’s Option service rendered Pos 
up to this time is to regard it as a temporary service intended for use only Mc 
during the time that excess capacity was available on its system for such service. Cx 
The fact that there is no longer available existing capacity for this service as 
should dictate the abandonment of such service and no reason appears why such © 
a course of action should not and cannot be followed by Tennessee in its pending 0} 
rate case in Docket No. G-11980. The alternative is for Tennessee to be per- au 
mitted or required to charge the Seller’s Option customers the entire cost of the 
new capacity to enable Tennessee to continue the rendition of such service. to 
This will cause Tennessee to distribute its cost among its customers in accordance hs 
with customer-responsibility therefor and will cause the Seller’s Option customers br 
to perform their proportionate economic function. All pipelines recognize that Cc 
before any venture becomes profitable, it is the capacity which must be sold, et 
with the charge therefor generally being divided into a capacity charge, based 
on those costs determined by the capacity utilized, and a commodity charge, m 
based on those costs determined by the volume delivered. tl 

It would appear that the assignment of the total cost of the new capacity b 
to the Seller’s Option customers will in all probability make it impossible for a) 
Tennessee’s customers to utilize the service for the rate will approach or equal e 
Tennessee’s rate for firm service. Accordingly, there is every reason why Ten- b 
nessee should abzndon, or the Commission should cause the abandonment of, is 
such service. As an illustration of what happens to a Tennessee Seller’s Option e 
customer in the circumstances here present, it should be noted that counsel 
for the Columbia Companies point out that United Fuel— h 

* * * could not utilize Seller’s Option gas if it did not have underground g 
storage. United Fuel incurs substantial costs (a) in the injection of such t 
gas into underground storage when Seller exercises its option to deliver c 
and (b) in the subsequent withdrawal of such gas when required by United a 
Fuel’s customers and (c) in connection with its substantial storage plant. € 
The Commission has certificated United Fuel’s storage plant and operations I 
and we submit that it has a duty to protect their economic usefulness. t 
These storage costs incurred to convert off-peak gas to peak gas are eco- t 
nomically justified under the original concept of the Seller’s Option service. I 
There is no evidence to show that they are justified under the new concept , 
of Seller’s Option service. , 


Tennessee is presently obligated to provide 20,000,000 Mcf per year of Seller’s 
Option gas to United Fuel and United Fuel has been secking to have this volume 
“firmed up” into a Contracted Demand obligation of some 55,000 Mecf per day.°® 





®*The “firming up” would not, of itself, increase the annual volumes United Fuel (and 
Columbia Gas System) would receive from Tennessee, but would substantially assist in 
meeting the growing peak day needs of the Columbia Gas System. 
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In this proceeding United Fuel requests that the Commission condition Ten- 
nessee’s certificate in Docket G-11107 “upon the sale and delivery to United 
Fuel * * * of up to 55,000 Mecf of additional Contract Demand gas in lieu of 
the Seller’s Option gas now sold and delivered to that company” by Tennessee. 
Such a requirement, as a condition to the certificate issued herein, is appropriate 
in view of the circumstances of this case and the fact that the efforts of United 
Fuel, through requests heretofore made to Tennessee, to have the Seller’s Option 
gas “firmed up” have been to no avail. Construction of the small amount of 
additional capacity required by Tennessee to “firm up” the Seller’s Option de- 
liveries would be consistent with Tennessee’s announced policy of never going 
“into new markets until it has first demonstrated its ability to fulfill the needs 
of its existing markets” and such construction would be no burden to Tennessee 
in view of the additional revenues it would receive from the “firmed up” gas. 
Moreover, counsel for Tennessee, in their Reply Brief, assure the Columbia 
Companies that “Tennessee will determine the facilities which will be required 
as a result of Columbia’s proposal and will negotiate a mutually satisfactory 
contract with United Fuel Gas Company covering the firming up of Seller's 
Option gas. When this is accomplished, Tennessee will apply for the necessary 
authorization to meet Columbia’s request.” 

Why did Tennessee seek and obtain temporary authorization for capacity 
to permit a continuation of its Seller’s Option Service? The Examiner’s study 
has failed to find any justifying reason in either the evidence or Tennessee’s 
brief. However, in view of the assertions made by counsel for the Columbia 
Companies it will become necessary to explore all of the underlying facts and 
considerations in the pending rate proceeding in Docket G—11980. 

It appears to the Examiner that it would have been preferable for the Com- 
mission to have refused temporary certificate authority for the construction of 
the additional capacity for a continuation of Tennessee’s Seller’s Option service, 
but that authorization having already been granted, and because construction 
appears to be well underway, the cost of such capacity and related matters 
can only be fully explored and dealt with in the rate proceeding. It cannot 
be disposed of in this certificate proceeding, and nothing said in this decision 
is to be construed as in any way prejudicing the proper disposition of the rate 
case. 

Proposed Peak Service. Beginning with the winter of 1955-56, Tennessee 
has provided peak service under temporary authorizations granted at the be- 
ginning of each winter period and expiring on the following April 30th. During 
the first two winters the rate for this service was 70¢ per Mcf. However, 
during the past winter the rate was increased from 70¢ to 90¢ per Mcf, plus an 
annual minimum charge of $12.00 per Mcf of Peak Service maximum contract 
quantity. The proposed Rate Schedule PS-G, approval of which is sought 
herein, is identical with the rate in effect under temporary authorization during 
the past winter and which expired April 30, 1958. Counsel for Tennessee say 
that Tennessee “proposes to file its proposed peak-service rate schedule as a 
permanent schedule as soon as satisfactory certificate authority is received. 
Under such permanent rate schedule, it will be necessary in the future to seek 
certificate authorization for only those customers whose requests for peak 


® Conditions of this type are often imposed by the Commission in certificate proceedings. 
One recent example is the condition imposed by the Commission in its Opinion No. 299 
issued December 4, 1956, In the Matter of Natural Gas Pipeline Company of America, 
et al., Docket No. G—4280, et al., affirmed in Oklahoma Natural Gas Company v. Federal 
Power Commiasion, 257 F. 2d 634 (No. 13783, decided May 22, 1958). Reference to said 


condition may be found in Part I of the dissenting opinion accompanying the Court's 
opinion. 
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service contemplate that their maximum daily deliveries will exceed their 
authorized maximum contract quantity.” 

By order issued November 1, 1957 in Docket G—11980, involving Tennessee’s 
general rate increase application, the Commission overruled the objections of 
the Columbia Companies to the isolation of the proposed peak service rate for 
eonsideration and disposition in this certificate case, stating that “We think 
that the issue thereby raised [the level of the peak service rate] should be 
considered in Docket No. G—11107.” In so doing the Commission agreed with 
Tennessee’s contentions. As hereinafter pointed out (p. 103, infra), how- 
ever, the Commission has placed the Examiner in the undesirable position of 
attempting to determine a just and reasonable rate applicable to future sales, 
which determination is intended to be relied upon for refund purposes and to 
have binding effect in the concurrent general rate increase proceeding in 
Docket G-—11980. In these circumstances, due process and orderly procedure 
negate consideration and final disposition of fragmentary aspects of a total rate 
proceeding. As the Commission held in the Signal Oil € Gas Company case, 
Opinion 288, issued November 28, 1955, 14 FPC 134, affirmed in Signal Oil & Gas 
Co. v. Federal Power Commission, 238 F. 2d 771, cert. den., 353 U.S. 923, a certifi- 
eate proceeding “can not and is not intended to take the place of a proceeding 
under Sections 4 and 5 of the Act.” See also Oklahoma Natural Gas Co. v. 
Federal Power Commission, supra, decided May 22, 1958." 

The proposed Peak Service volumes which will exceed the presently au- 


thorized maximum daily quantities of the General Service customers are as 
follows: 

















General service customers 












| Peak service 
| (Mcf) 









Berkshire Gas Company (The): 


NE ches hacataadanaanisiun mibisnats ch aacmnmniem mn eceldek pentbaebiatbetieis | 1,377 
Rh htt cathe Mee th ie en Sidkddnadenansideddsbenady 1, 795 
Blackstone Valley Gas and Electric Co 3, 784 





Connecticut Gas Company (The): 



















RE town, ca bel ae a0 bias atmabeemeints seek iieadbeaiwaphpbhetipalineak 254 

shot linn eat each dona aalbeananmmennnapiinaes saedhaN nb bcknehbehalcawd dineleitniee | 276 
Connecticut Power Company (The): 

enh cached lec ea nea ncaa Reiabidinteenes Malseliiinie nts Sew ianbaia manana niaKinel | 1, 339 


Torrington. 


Leben Ree eMaaeh ka sienceseaousebaeenebbeccsistnentuiemepaceaskeanenie 607 
ne nD I IIL oc on aah ds idinh canighnavebagahsscdmabnetaehiananuaeci 798 
Greenwich Gas Company (The). --............--.-.-.....-. authnddib ithe aneahnriGeundiconsne 2, 482 
SPINS OIE I Sirs 0 a gts on Si lb pa cdibahs deeauchebeemeckl 2, 621 
Holyoke, Massachusetts (City of) Gas and Electric Department_..................-.... miosis 1, 892 
Housatonic Public Service Company (The) Derby-Shelton_-.................-..--..-----.-- 2, 085 
5 ie oie lh caineulipansbdidmanaiincenemnbbne demas 33 
Eh oa tas sienna men simieraipul acedigd oedaabdpeauaeramanaatnn poe 1, 734 
A AO CN a dad bala « ects ba bhi Uccuinnnnsseenbauecatesdéilkcedwadibodeadidiie 1, 726 
ee ee ee ED .. - . . anacaceuutensasanntegenpbbenteaedamianaceeea 1,714 
ee, re oi. Ska <b ha cnsiecuncebwstesecdscccscconadekctccussqube 8, 813 
re ete ID IIIT. nie cessinig tig ginaeindinenemasdinh> Gamktetepempenenenttite 8, 194 











Total peak service exceeding maximum contract quantity....................-....... 41, 524 


As explained by counsel for Tennessee, “peak service is an optional service 
(Exh. 364). No customer is under an obligation to take the service. Indeed, 





11A pertinent example of keeping rate issues in the rate proceeding (G—11980) is the 
treatment of the SS—5 “Storage Service.” Tennessee seeks a certificate in Docket G-10804 
with respect to a sale to Public Service Electric and Gas Company of New Jersey. Service 
has been rendered under a temporary certificate with a rate condition stipulated between 
Tennessee and the Columbia Companies to be attached to any certificate issued. Mean- 
while, the original SS-5 Rate Schedule has been superseded by the G—11980 filing. The 
propriety of such rate is suLject to determination, along with Tennessee’s other rates, 
in that rate case. 
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in order to qualify for the service, the general service customer must increase 
his billing demand in effect on the preceding April 30 by at least 10 per cent 
in the case of buyers whose billing demand is less than 90 per cent of their 
maximum authorized contract quantities, and by at least 5 per cent in the case 
of buyers whose billing demands exceed 90 per cent of such maximum quanti- 
ties (Exh. 364). An eligible buyer can request as much as 50 per cent of his 
elected general service volume. This volume, of course, can never be below his 
previous April 30 billing demand plus the 10 per cent or 5 per cent ratchet dis- 
cussed above.” 

Request for Peak Service To Be Placed on a Permanent Basis. For the past 
three winters, Tennessee has rendered peak service under temporary authoriza- 
tions. It now seeks permanent authority to render peak service under a 
permanent peak service rate schedule and its position is supported by its New 
England customers and Tennessee Natural, although the latter objects to the 
proposed rate level. Their contention is that they “require some degree of 
certainty in this matter so that they can plan their operations for the reason- 
ably foreseeable future.” Staff counsel and the Columbia Companies agree 
that no justification has or can be shown for the construction of capacity to 
provide peaking service on either a permanent or year-to-year basis. The 
Columbia Companies therefore properly conclude that authority to render the 
service on either a permanent or temporary basis should be denied. Staff 
counsel, however, recommend approval of such service on a year-to-year basis 
“so long as it (Tennessee) has excess capacity in the New England zone and 
does not require additional main line facilities to render the service.” 

Staff counsel point out that if the peaking service is authorized on a perma- 
nent basis, Tennessee ‘“‘would inevitably have to request authorization for facili- 
ties to render peak service. This cannot be justified for a service with seven 
to nine per cent annual load factor.” But Tennessee, in this very proceeding, 
is requesting authority to construct capacity to render peaking service and 
therefore Staff counsel must now concede that there is no justification at this 
time to authorize such service on even a year-to-year basis. In this connection 
counsel for the Columbia Companies concede that Tennessee has excess capacity 
in the New England zone but they are quick to point out “that there is no 
showing of any excess capacity from Tennessee’s storage fields to New England, 
a distance of approximately 300 miles.” They further point out that “Despite 


1% Counsel for the New England companies explain the unsatisfactory year-to-year basis 
in the following manner: “Judging by past experience, it would mean that each spring 
Tennessee would apply for authorization to render peak service for the following win- 
ter * * *. As has happened each of the three previous years peak service has been in 
effect, the Commission would be under intense pressure of time to render a decision before 
the onslaught of winter. In the meantime, the New England interveners would not know 
whether peak service ultimately would be authorized. Under such conditions it would 
be impossible to make plans. If authorization for the service were denied, it would be too 
late to obtain and install substitute facilities and supplies in advance on the mistaken 
belief that the Commission would reject peak service, then a needless expenditure would 
have been incurred to the ultimate detriment of the public served by such companies.” 

13 Counsel for Tennessee admit, and the testimony of their witnesses shows, that a 
portion of the facilities now being constructed under temporary authorization are in- 
tended for peak service use. Moreover, counsel agree that if such service is certificated 
on a permanent basis it will “be necessary for Tennessee to seek certificate authority 
in the future to serve those customers whose requests for peak service result in their 
exceeding the respective maximum contract quantities which the Commission has au- 
thorized Tennessee to deliver * * *. If additional facilities are necessary in the future 
to enable Tennessee to render peak service, it will likewise have to apply to the Commis- 
sion for authority to construct such facilities.” 
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the Staff’s sound conclusion that the construction of facilities to provide peak- 7 
ing service could not be justified, its recommendation that the minimum bill the 
be removed so peaking service could be made available in the Southern Zone por 
would require the construction of facilities for that service. The record shows obt 
no excess capacity in the Southern Zone. In fact, Tennessee is seeking authori- ser 
zation in this proceeding to construct additional facilities in its Southern Zone. ZOL 
Since admittedly the peak service is promotional (with its original purpose in Co 
New England where excess capacity existed) * * *, there is no justification ser 
for seeking some device whereby this service will be required in the Southern d 
Zone. Clearly, Tennessee should not be required to, or be authorized to, con- En 
struct facilities for a service having a load factor of 4% or less.” in 
It is clear that it is not economically feasible for Tennessee to render peak otl 
service at the rates proposed on either a permanent or a temporary basis. sol 
Termination of such service as of April 30, 1958, will clarify the situation the 
for both Tennessee and its customers and avoid the great confusion described Te 
by counsel for the New England companies (see n. 12, p. 97, supra). Further- eq' 
more, elimination of this service for all time will prevent a progressive deteri- = 
oration of an already unjustifiable service. Er 
The Proposed Rate for Peak Service. As has been pointed out, the proposed 
rate for peak service is a straight rate of 90¢ per Mcf, subject to an annual pr 
minimum charge of $12.00 per Mcf of Peak Service maximum contract quantity. stl 
This rate is challenged by the Columbia Companies, Staff counsel, and counsel co 
for Tennessee Natural Gas Lines, Inc. (Tennessee), but is not opposed by Ten- - 
nessee’s New England customers interested in this particular aspect of the case.* Ui 
Staff counsel and Tennessee Natural object to the inclusion of the $12.00 th 
per Mcf annual minimum bill provision in the PS-G Rate Schedule. The it 
Columbia Companies contend that the 90¢ rate and the $12.00 minimum bill are co 
unreasonably low, and in this connection they assert that— a 
* * * the record is indisputable that no certificate should be granted which = 
would permit construction to provide low load factor* peaking service at re 
a price which would not only return in revenues a small fraction of the 
eosts associated with providing such service. Moreover, no implication ir 
should be created which would prejudice Columbia Interveners in the con- a) 
current Tennessee, rate case, Docket No. G-11980. That is, Tennessee p 
should be made to absorb and should not be permitted to saddle Columbia it 
Interveners or others with portions of the costs associated with Tennessee’s Ww 
New England operations. This would apply to both the refund and prospec- ( 
tive rate phases in Docket No. G—11980.** Cs 
*With the $12 annual minimum bill a load factor down to approximately 4% is 8] 
permitted without penalty. With no minimum bill at all, load factors below 4% are St 
to be expected. re 
**This is a real and present problem which must be resolved in the rate case, Docket 0 
No. G—11980. In that case Mr. Gardiner Symonds, President of Tennessee, has con- ' 
tended that Tennessee requires an overall system return which would necessitate in- d 
creased rates in zones other than New England if the New England Zone did not 
pay its own way (G—11980, Symonds, T.752, 828-831). is 
4 The New England customers referred to are: The Berkshire Gas Company, Blackstone : 
Valley Gas and Electric Company, Central Massachusetts Gas Company, The Connecticut t 
Gas Company, Fitchburg Gas and Electric Light Company, The Greenwich Gas Company, y 
The Hartford Electric Light Company, Haverhill Gas Company, The Housatonic Public 
Service Company, Lawrence Gas Company, Lowell Gas Company, Lynn Gas and Electric t 
Company, Manchester Gas Company, Mystic Valley Gas Company, The New Britain Gas ‘ 


Light Company, Northampton Gas Light Company, North Shore Gas Company, Springfield 
Gas Light Company, Wachusett Gas Company, Worcester Gas Light Company. 
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The Minimum Bill Provision. Staff counsel and Tennessee Natural object to 
the $12.00 minimum provision on three grounds: (1) It lacks substantial sup- 
port in the record. (2) It prevents customers in the Southern zone from 
obtaining peak service gas although Tennessee’s tariff purports to make the 
service available to them. (3) It discriminates in favor of the New England 
zone customers which are unaffected by the charge. The contention of the 
Columbia Companies is, as above stated, that the $12.00 minimum, which repre- 
sents a judgment figure, is too low. 

As counsel for Tennessee point out, Tennessee Natural, “unlike the New 
England companies, does not have peak shaving facilities * * * Accordingly, 
in the case of Tennessee Natural, peak service gas replaces gas which would 
otherwise be sold under the ‘G’ Schedule. On the other hand, peak service gas 
sold to the New England companies displaces manufactured gas.” “We submit, 
therefore, that what Tennessee Natural seeks is a windfall at the expense of 
Tennessee and its other customers. The $12.00 minimum bill provision applies 
equally to all of Tennessee’s General Service customers. No exception can 
or should be made for Tennesse Natural simply because it, unlike the New 
England distributors, has no peak shaving equipment.” 

It is at once apparent that what Tennessee would succeed in doing if the 
proposed rate is approved is to render unnecessary any substantial use of con- 
structed peak shaving facilities available to the New England companies, the 
cost of which is in their rate base, and penalize Tennessee Natural and its 
customers because Tennessee Natural does not have such facilities in existence. 
Under Tennessee’s approach, even if Tennessee Natural had such facilities 
they would be of little or no use because a low Peak Service rate would make 
it uneconomical for such facilities to be operated. In these circumstances the 
cost of peak shaving facilities becomes practically a needless expenditure. It 
thus becomes crystal clear, as counsel for Tennessee candidly admit, that the 
“purpose of this service is to stimulate load development of the General Service 
customers in New England, and at the same time enable those customers to 
realize substantial savings in the cost of peak shaving with artificial gas.” 

In Central Kentucky Natural Gas Company, et al., 15 F.P.C. 700, the Exam- 
iner’s decision approved a contract demand rate form which was designed, 
among other things, to cause the fullest and most economical use of the sup- 
plier’s facilities by causing distributors to construct and use peak shaving facil- 
ities to level off the peaks of their purchases from the supplier. That decision 
was approved by the Commission (15 F.P.C. 730) and by the Court on review 
(Cincinnati Gas & Electric Co., et al., v. F.P.C., 246 F. 2d 688). In the instant 
case Tennessee’s proposal would eliminate the necessity for the use of peak 
shaving through uneconomic construction of pipelines. The proposed peak 
service is therefore fundamentally unsound for, among other things, it is a well 
recognized fact that peak shaving at terminal markets is a more economical 
means of meeting peak loads than long transmission lines, in the case of the 
New England over 300 miles from storage.” 

Counsel for the Columbia Companies point out that the Peak Service proposal 
is “unique because the capacity existing and to be created for PS-G service 
is not available to other customers during the summer or off-peak months of 
the year. That is, Tennessee’s facilities east of its storage fields and within 


1% The Smith-Wimberly Report, at pp. 28-29, states under the heading “Suggestions to 
the States”: 

“5. The regulatory commissions of the States should encourage the local distributing 
companies to provide adequate supplementary facilities for meeting seasonal peak require- 
ments, thus making possible high standards of service RBRAN y Ps gu: atiti¢s of 


natural gas as a premium-grade fuel.” ot\ te 
; \ 
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the New England Zone cannot be used by customers west of those storage 
fields * * *. If the capacity created for peaking service could be committed to 
and used by other customers during the off-peak months there would then be 
some justification for creating capacity specifically for peaking service. Such 
is not the case here. The importance of the problem results from the concept, 
if the certificate is granted, that a G customer can then obtain (over the course 
of years) two thirds (24) of its firm peak day service under the General Serv- 
ice Rate Schedule and one-third (144) of its firm peak day service under the 
proposed PS-G rate Schedule * * *. It is submitted that the division of the 
total firm service to G customers for which Tennessee is obligated to have 
capacity and gas available under two schedules, is a purely artificial and arbi- 
trary distinction. It is used, in our opinion, to justify the erroneous economic 
and rate-making concept that a specific amount of firm peak service can be 
rendered at a lower cost if furnished under Tennessee’s Peaking plus General 
Service Rate Schedule than it rendered under the General Service Rate Sched- 
ule alone.” 

The Proposed 90¢ Rate For Peaking Service. The Columbia Companies con- 
tend, and introduced evidence tending to show, that the 90¢ rate is unreasonably 
low. Witnesses for the New England customers testified, and their counsel 
assert, that this rate is satisfactory. Tennessee Natural does not oppose the 90¢ 
rate even though it feels that “the practical effect is to require the Southern 
zone customers to share a greater burden of cost proportionately to total capacity 
used than the New England customers.” Commission Staff counsel “are satisfied 
that the level of 90 cents is reasonable for the present.” However, Staff counsel 
are equally “satisfied that construction of facilities for the rendition of peaking 
service has not been justified.” 

As support for its contention that the 90¢ rate is just and reasonable, Tennessee 
is relying upon (1) a cost allocation study made by its director of rates, (2) the 
fact that this rate is about as high as the New England customers are willing to 
pay in order to avoid using their peak shaving facilities, and (8) “the sale of 
peak service gas under the proposed rate schedule permits the gas to be sold in 
competition with other fuels used for peak shaving and, at the same time, ac- 
complishes the desired objective of encouraging load development.” 

The method used by Tennessee’s director of rates in arriving at the cost of 
service he allocated to peak service is set forth in the following excerpt from 
the brief filed by Tennessee’s counsel : 


Briefly, Mr. Davis first established four classifications of cost—production 
cost, delivery cost, storage cost and demand cost * * *. He then determined 
the unit production, demand and delivery costs * * *. The unit production 
cost was applied to the Mcf requirements for peak service to determine the 
amount of production cost to be allocated to the service * * *, This 
amounted to $336,459 * * *. The unit delivery cost was applied to the 
total commodity 100 Mcf-miles associated with peak service to determine the 
amount of delivery cost to be allocated to peak service. This amounted to 
$384,098 * * *. Storage cost, allocable to peak service, was determined by 
applying the percentage of total top storage capacity required by peak service 
to the total cost of service for storage facilities. This amounted to $413,909 
* * * The unit demand cost then applied to the total 100 Mcf demand-miles 
from storage to the point of delivery to arrive at the peak service demand 
cost. This amounted to $901,585 * * *. Mr. Davis then totaled the costs 








8 The reason the unit demand cost was not applied from source of gas supply to 
storage was because the General Service customers have already paid for the cost of 
bringing gas to storage via the demand rate paid by them under the General Service 
Schedules. The gas delivered to storage for Peak Service does not cause the daily de- 
livery requirements to exceed the quantity on which the demand charge has already 
been paid by the General Service customers * * *. 
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applicable to peak service and compared the result with the estimated 
revenues, as follows * * *: 


Production cost ; $336, 459 
Delivery cost : 384, 098 
Demand cost : 901, 585 
Storage cost 413, 909 


Total cost of service 2, 036, 051 


ROE SOCOM. Soret ee ee eee eee 2, 054, 363 


EE We FV nnn scteicw natn nt eee eeu 18, 312 


Since, as shown above, the revenues for this service, at the proposed rate 
of 90 cents per Mcf, are substantially equal to the allocated cost of service, 
it was Mr. Davis’ opinion that the 90-cent rate is a fair, equitable and com- 
pensatory rate for the peak service * * *. 


It is clear that what Tennessee has done is to carve out of its total cost of 
service and assign to peak service only such costs as tend to indicate that the 
proposed level of rates for peak service is reasonable. Before carving out the 
cost allocated to peak service Tennessee was aware of the fact that the New 
England customers would only purchase peak service if. the cost thereof was less 
than gas produced through utilization of their peaking facilities. Accordingly, 
the proposed rate was tailored to meet this condition. This, however, is not a 
method of decision authorized by the Natural Gas Act for determining a “just 
and reasonable” rate for “top-of-the-peak” low load factor service. 

Nothing could be more obvious than the fact that the evidence relied upon by 
Tennessee is inadequate for the purpose of determining a “just and reasonable” 
peak service rate. To be adequate for this purpose the evidence must be a 
complete rate presentation including a showing as to what extent other rates 
charged by Tennessee would have to be adjusted to compensate for the peak 
service rate. In this regard, Tennessee ought not to be permitted to establish 
the rate for peak service in a manner different from that required as to all of its 
other rates involved in its general rate increase application in Docket G—11980. 

Everyone familiar with Commission rate procedures is aware of the fact that 
in fixing just and reasonable rates for pipeline companies for future periods, 
the Commission makes such determinations upon the basis of a cost of service 
and the allocation thereof among the various classes of service and groups of 
customers. The cost of service embraces many elements, such as cost of pur- 
chased gas and other operating and maintenance expenses, taxes, depreciation, 
and a return upon the company’s investment. The element of return, in turn, 
involves a determination of the rate base, representing the original cost of 
the property less the accrued depreciation thereon, and an allowance for 
working capital. Working capital involves a determination of the normal in- 
vestment in materials and supplies, prepaid expenses, cash allowance neces- 
sary to meet operating expenses before the receipt of revenues, and a deduction 
for funds available from the advance collection of income taxes. Such deter- 
minations run the whole gamut of the company’s operations during the test 
period as a gauge for the future, and, in addition, give consideration to certain 
known factors and reasonable estimates as to certain aspects of future opera- 
tions. They also involve basic policies having far-reaching consequences. In 
this certificate proceeding, the Commission has had no opportunity to explore 
the economics of Tennessee’s operations, the pricing of its service, and the 
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necessary allocations, as would be involved in the rate proceeding. As the 
Supreme Court said in Colorado Interstate Gas Company vy. Federal Power 
Commission, 324 U.S. 581, 591, “considerations of fairness, not mere mathe- 
matics, govern the allocation of costs.” 

In spite of the fact that these many and complex matters must be considered 
in a rate case, Tennessee requests the Commission to approve finally a rate for 
one class of service, namely, the peak service, available only to its general 
service customers who meet certain requirements. As a matter of principle 
the Commission can not carve out of an entire rate case and authorize Tennessee 
to charge a rate for only this one class of service. To do so would be to 
proceed without a basic cost of service and disregard the interrelation that exists 
between the various classes of service and groups of customers (Cf. Common- 
wealth Natural Gas Corporation, et al., Docket G-963, 9 FPC 70, 81-2; Re 
Atlantic Seaboard Corporation, et al., Docket G-1850 et al., order issued March 
26, 1954, 13 FPC 918, 921.) 

In connection with the foregoing, Counsel for Columbia Companies point out 
that “Rate Schedules G and PS-G are so inextricably interrelated that they 
would have to be determined together, since the level of one would have an 
inherent and profound effect on the other.” Staff counsel assert that “Perhaps 
the principal reason for uncertainty in determining the correct rate level is 
found in its close relationship to the general service rate, which is one of the 
subjects for determination in TGT’s pending rate proceeding at Docket No. 
G-11980. Additionally, a price above or very much above 90 cents an Mef 
would price peaking service out of the range of the customer companies in view 
of the cost of manufacturing gas.” 

Counsel for the Columbia Companies point up many deficiencies in Tennessee’s 
allocation of costs for the purpose of determining a peak service rate in this 
proceeding. It will suffice to mention only afew. As they point out, “The uncon- 
troverted evidence of the record unequivocally shows that the actual costs 
incurred by Tennessee within the New England Zone alone amount to at least 
$5,977,331. Mr. Davis’ allocation method, on which Tennessee relies exclu- 
sively to support the reasonableness of the 90¢ peaking service rate, would 
allocate only $1,186,530 of Tennessee’s total cost to the New England service. 
Thus, the effect of Mr. Davis’ allocation is to assign all costs outside of New 
England and more than 80% of the cost incurred within New England to the 
other customers.” 

Referring to the substantial underground storage plant which Tennessee has 
developed and continues to develop, counsel for the Columbia Companies state 
what Tennessee’s witnesses recognize, namely, that the storage program is for 
the benefit of all customers in all zones, under which theory the costs of storage 
facilities and operating expenses connected therewith are properly allocated to 
all customers. They then assert that notwithstanding this fact “the cornerstone 
of Mr. Davis’ justification for the 90¢ rate for peaking service results from 
the premise of segregating a substantial part of the underground storage facili- 
ties for the exclusive benefit of the peaking service and the storage service.” 
As they properly conclude, “this Commission should not permit the segregation 
of facilities in order to give the advantage of the low cost resulting for the 
use of certain facilities to specific customers and deprive other customers of such 
benefits. For example, should the Commission segregate certain gas purchase 
contracts of Tennessee calling for lower than the average rates and state that 
the gas from such purchase contracts are for specific customers? We think the 
answer is clearly ‘no’, This segregation would result in the most flagrant 
discrimination. Yet, segregation of underground storage for the peaking service 
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involves the same principle and results in discrimination.” Counsel for the 
Columbia Companies also mention the unrealistic figures used by Tennessee’s 
witness in developing storage costs assignable to the peaking service; the fact 
that such storage costs were assigned solely on a volumetric basis, giving no 
weight to the demand function. As they assert, “It is difficult to conceive of any 
type of facility which performs and has more of a demand function than storage.” 

Rather than burdening this opinion further with a statement of the many 
additional deficiencies in Tennessee’s cost allocation study, the Examiner will 
simply quote from the brief of counsel for the Columbia Companies to illustrate 
the end result of such study. “Proof of the inadequacy and discriminatory na- 
ture of the proposed peaking rate is inherent in the figures and testimony sub- 
mitted by Tennessee’s witness Davis. He admitted that under Tennessee’s 
proposed rate for the New England Zone, Tennessee would realize from the 
general service customers $105.40 per year for each Mcf of general service capac- 
ity exclusive of the cost of gas purchased, but from its peaking service cus- 
tomers Tennessee would receive revenues, exclusive of gas purchased cost, of 
only $24.40 per year per Mcf of capacity provided, assuming estimated sales at 
approximately 10% load factor were realized. If the peak service was a lesser 
load factor, the revenue per Mcf of capacity could be substantially less * * *. 
Witness Davis admitted that east of storage the annual unit cost per Mcf of 
capacity would be the same for peaking service as for general service * * *. This 
clearly shows that the peaking service customers would pay only a fraction of 
the cost of providing capacity to serve them.” 

The Columbia Companies developed a cost of service of $2.15 an Mcf without 
including any cost of transportation from the gas fields to storage. Their cost 
of service included (1) average cost of purchased gas, (2) storage costs, (3) 
transportation from storage to the New England zone, and (4) a cost of service 
within the New England zone. This evidence appears to have been directed 
more at the impropriety of Tennessee's approach than to indicate what rate ac- 
tually should be authorized as the “just and reasonable” rate for peaking serv- 
ice. In the circumstances of this case, the Columbia Companies could hardly 
be expected to do more. Their main interest here is to prevent any action which 
would hamper or change the proper disposition of the pending rate proceeding. 

The Examiner, like Staff counsel, is unable to agree with either of the ex- 
tremes presented by Tennessee and the Columbia Companies as to the proper 
rate level for peaking service. Furthermore, it is the Examiner’s conclusion 
that there is no reliable basis in the record upon which to determine a “just and 
reasonable” rate for refund or other purposes. 

Refund Condition Applicable To Peak Service Rates Collected During 1957-58 
Winter. The temporary certificate issued by the Commission on October 14, 
1957, provides that the 90¢ rate charged during the 1957-58 winter is subject to 
refund by an amount not to exceed 20 cents per Mcf in the event the Commission 
determines that a just and reasonable rate for this service is less than 90¢, and 
“provided further that the 70 cent per Mcf minimum charge permitted to apply 
during the interim period shall not be construed as a limit to the ultimate rate 
that the Commission may determine to be a proper charge.” 

Because the record does not show what the precise “just and reasonable” rate 
is for peak service, no determination can be made for refund purposes. 

The Commission’s Order Of November 1, 1957, In Docket G—11980. The Co- 
lumbia Companies filed a joint motion to enlarge the issues of the rate pro- 
eeeding in Docket G—11980 so as to include as an issue for determination the 
lawfulness of the charges and reasonableness of peak service rendered or to be 
rendered by Tennessee. In its order issued November 1, 1957, 18 F.P.C. 592, 
the Commission denied this motion and in so doing stated : 
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* * * Columbia Companies assert that the customers of Tennessee should 
be allowed to explore fully on the record in this proceeding [Docket G— 
11980] the matter of rates for peak service, since this proceeding involves 
the rates and rate structure of Tennessee. 

Tennessee * * * filed its answer and * * * points out that in the two 
previous winters, no additional facilities were required in order to render 
peak service, but to render peak service in the future, however, additional 
facilities will be required. For that reason, Tennessee states, it became 
necessary to propose the 90¢ rate. Tennessee says that in this rate pro- 
ceeding it has not attempted to adjust actual 1956 peak service revenues 
to reflect the proposed 90¢ rate; nor has it reflected in the rate base ex- 
hibits in this proceeding such part of the plant applied for in Docket No. 
G-11107 required to render peak service in the future. * * * 











He * co * * * * 





Tennessee urges that, since evidence in support of the peaking service 
rate has been offered in Docket G—11107, the certificate proceeding is the 
more appropriate one in which to determine the level of the peaking service 
rate. We think that the issue thereby raised should be considered in 
Docket No. G—11107. The record in that proceeding should provide the 
presiding examiner and the Commission all the facts necessary for a de- 
termination of what reasonable terms and conditions the public convenience 
and necessity may require, if any, to be attached to such certificate as may 
be issued therein, and to the exercise of rights granted thereunder. In 
our view of the juxtaposition of the two cases we think there is no neces- 
sity, under the circumstances shown to exist, for the grant of the joint mo- 
tion. We conclude, therefore, that good cause does not exist for the grant- 
ing of this joint motion and the proper administration of the Natural Gas 
Act requires that the joint motion be denied. 


In their main brief counsel for Tennessee make it clear that “Tennessee 
proposes to file its proposed permanent schedule as soon as satisfactory certifi- 
cate authority is received.” What Tennessee considers to be “satisfactory cer- 
tificate authority” is a certificate which authorizes a charge of 90¢ per Mcf with 
a $12.00 minimum bill. It also wants a certificate condition which would make 
this charge binding in the concurrent rate proceeding in Docket G—11980 and 
made applicable to future sales. If such a procedure is sanctioned by the Com- 
mission it will, in the Examiner’s view, deprive the Columbia Companies and 
other Tennessee customers of their right to test the proposed peak service 
rate in a complete rate proceeding, and it will do this despite the recorded ob- 
jections of the Columbia Companies that they have never had an opportunity 
to have the economics and pricing of the service explored in a rate proceeding. 

The Examiner, of course, recognizes that the attachment of conditions to Sec- 
tion 7(e) orders may in certain cases be appropriate if reasonable and required 
by the public convenience and necessity. However, the conditioning provision 
of the Natural Gas Act is permissive and not mandatory. The determination 
of whether conditions should be attached to the issuance of an order under 
Section 7(e) thus becomes a matter of judgment depending upon the exigencies 
of the particular problem to be resolved. In this case there has not been ample 
opportunity to develop a record which permits a final determination of a “just 
and reasonable” peak service rate. However, the evidence does force the con- 
clusion that authority to render the proposed peak service should be denied. 
Moreover, the matter of a condition in the certificate order accompanying this 
opinion takes on great importance in view of the fact that Tennessee is propos- 
ing to build this service permanently into its operating and rate structure. 
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The only justifiable reason for a condition in a certificate proceeding, insofar 
as the rate is concerned, is to preserve the status quo pending a complete rate 
hearing and a full and comprehensive evaluation of all factors pertinent to the 
determination of a proper rate. Here the exact opposite is sought. That is 
to say, the rate condition is here requested on a partial, piecemeal showing and 
determination to be relied upon and treated as binding in the overall rate pro- 
ceeding. Manifestly, in the circumstances of this case, such a condition would 
represent an abuse of discretion. 

The Columbia Companies are particularly concerned lest they and all other 
Tennessee customers be denied an opportunity to develop fully a factual record 
upon which the Commission may reach a fair, just and well reasoned conclu- 
sion concerning all of Tennessee’s rates. If a conclusion is reached now as to 
the peak service rate, upon this record, as would necessarily follow if the con- 
dition requested is included in the order herein, the Columbia Companies, along 
With all other Tennessee customers, will have been denied an opportunity to 
be fully heard on the subject. Their plea is that the rate proceeding should 
not be prejudged here. 

Position of the New England Customers. Tennessee’s New England cus- 
tomers presented evidence to the effect that peak service gas at the proposed 
90¢ rate per Mcf would be highly beneficial to these companies and that any 
increase in this rate would further aggravate their difficult competitive prob- 
lems. As their counsel state in their brief, the gist. of the testimony of the 
witnesses for these companies was that: 

1. The availability of peak service gas at the 90¢/Mcf rate would make it 
possible for their customers to enjoy the benefits of gas heating and would 
enable their companies to continue aggressive promotion of programs for 
building house heating loads, which class of business makes it economically 
feasible for their companies to extend gas service to new areas. 

2. If the rate for peak service gas were raised above 90¢/Mcf, the already 
tough job of selling gas for space heating against the stiff price competition 
of other fuels would become increasingly difficult. 

3. If the Commission should require peak service gas to be sold at $2.15/Mcf, 
it would not be economically feasible to purchase any at that price. In this 
event the New England interveners would have to resort to other methods of 
peak shaving, which action would have a serious adverse effect on their 
competitive position and ultimately on their financial condition. 

Counsel for the New England customers contend that “the proposed peak 
service rate is vital to their ability adequately both to serve their public and 
to maintain their financial integrity”, and that “The Tennessee method of cost 
allocation * * * is deserving of favorable consideration because it enables 
Tennessee to supply a crucial need to a populous section of the country.” As 
they further point out, the New Egland customers “must depend on the large 
volume sales resulting from space heating to warrant the extension of mains 
to new areas. It is the heating sale which invariably assures the attachment 
of other types of load. If deprived of their ability to sell house heating on a 
competitive basis, the New England interveners would find that sales growth 
would wither and that net revenues would soon level off and decline.” “The 
natural gas business in New England * * * operates in a narrow economic 
band between the pipeline rates and the competitive price limitations imposed 
by other fuels. There is no room in this band for wasteful duplication of 
facilities, yet it is impossible for the New England interveners to risk the 
eatastrophe of a gas supply failure in cold weather.” 

It is obvious that the proposed peaking service would be advantageous to 
the New England customers if they were permitted to purchase such service 
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at the proposed rate. In fact, the more uneconomical the rate becomes from 
Tennessee’s standpoint and from the standpoint of other customers, the more 
advantageous it becomes to the New England companies receiving the preferen- 
tial treatment. But this proceeding is not limited to rates that the New 
England companies can afford to pay or what may be advantageous to them. 
Rather it is concerned with a rate for peaking service which is “just and 
reasonable” within the meaning of the Natural Gas Act. Such a rate must 
produce fair results between Tennessee and all of its customers and must not 
unduly discriminate against any customer or class of customers in favor of 
any other customer or class of customers. Accordingly, the rates paid by 
Tennessee’s customers other than the New England companies must not be 
designed so as to provide a subsidy to the New England companies. Instead 
the New England companies must be charged all the costs properly assignable 
to sales made to them. If this is done it clearly appears that it would be more 
economical for such companies to operate their existing peak shaving facilities, 
and to provide additional peak shaving facilities if necessary, rather than 
depend upon Tennessee’s peaking service provided through uneconomical con- 
struction of capacity. For this and the many other reasons herein set forth, 
the Examiner must conclude that nothing in the record shows that there is a 
“need for the service” at rates which will compensate Tennessee for the cost 
of rendering it. 

Every substantial distributor of natural gas should plan for an efficient and 
economical combined natural gas and manufactured gas service, with the manu- 
factured gas plant assisting the supplier in carrying the expanding load, particu- 
larly during the winter months. Tennessee’s proposed peaking service fails to 
take this fact into consideration to any significant degree. On the contrary, 
Tennessee’s proposed service, while rendered only to those in the New England 
area with peak shaving facilities, nullifies any substantial use of such facilities 
and makes the cost thereof almost a useless expenditure. As counsel for the 
Columbia Companies point out, what Tennessee is actually proposing is “that 
its other customers take the risks associated with the proposed peaking service 
in New England. The Columbia companies are not willing to bear such risk, 
should not be required to do so, and should not be subjected to the expense of 
opposing such discrimination in future rate proceedings.” 

While the position of the New England companies is understandable, there can 
be no question that the granting of authority to render an unjustified and uneco- 
nomic service, in an effort to meet competition, does not constitute a sound solu- 
tion to their problem and is seriously inappropriate as a corrective measure. But 
there are proper ways in which the Commission can with complete justice and 
fairness to the industry and ultimate consumers assure the New England com- 
panies, as well as all other distributors of natural gas, that their plight will not 
continue to degenerate. This can be done by the Commission in several ways. 
For example, the Commission, through the exercise of its conditioning power in 
certificate proceedings, can “hold-the-line” on wholesale field prices paid by pipe- 
lines. Such a condition was imposed in the Signal case, supra, without apparent 
injustice to anyone. If this type of a policy is not established and enforced 
by the Commission, it appears to the Examiner that the conditions which the 
New England companies assert that they are faced with today will become 
progressively worse not only for them but for all distributors of natural gas 
regardless of their location. As the Examiner pointed out in the Central Ken- 
tucky Natural Gas Company case (15 F.P.C. 700, 726), affirmed by the Commission 
(15 F.P.C. 730), “while the Commission in the past has been concerned chiefly 
with (1) the issuance of certificates of public convenience and necessity author- 
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izing the contruction of facilities, and (2) the fixing of rates, now that billions 
have been invested in the natural gas industry the Commission is faced with the 
necessity of giving equal attention, if not greater attention, to the protection of 
the investments made. Perhaps the greatest need of the industry today and in 
the future is stability to the end that it may still march on for the benefit of 
ai:* a 

If field prices for natural gas continue to increase, the conditions in the New 
England area will inevitably spread throughout Tennessee’s system, that is all the 
way back to the wellhead, with consumers being penalized every foot of the way. 
The same will be true as to other pipeline and distribution systems. In view of 
this prospect, there must be a recognition of the changing conditions. What was 
suitable in the industry as it has been in the past, so far as a continuation of the 
up-trend in prices and competition are concerned, will not do at all in the future. 
No segment of the industry lives just for itself. It exists for the benefit of the 
whole industry. 

If natural gas service can continue to be made available at rates reasonable to 
all, it can serve as the cornerstone of a healthy gas industry. On the other hand, 
if the foundation of such industry is undermined by the lack of reasonably priced 
services, then the resulting weakness will not only adversely affect, but it might 
even destroy, the investments which have been made in pipeline and distribution 
properties, to say nothing of the harm done to consumers. 

The constantly increasing field prices paid by pipelines have, in the Examiner’s 
view, overshadowed all other developments in the past few years in the natural 
gas business. Accordingly, investors, distributors and consumers have found 
themselves under the necessity of reappraising the situation and outlook in the 
light of new economic uncertainties little dreamed of before. In these circum- 
stances, it is not surprising that distributors such as the New England companies 
and others are beginning to take a jolting after a sustained advance. But this 
jolting is no justification for Tennessee’s proposed peak service when its cus- 
tomers enter a period of tough competition, particularly when that competition 
will increase with each rise in the field price of gas. 

It seems strange to the Examiner that Tennessee should here seek to render 
uneconomical peaking service to the New England companies after having suc- 
cessfully convinced the Commission of the urgent necessity for purchasing the 
CATCO natural gas reserves. The CATCO natural gas is being purchased under 
contracts providing for the delivery of aproximately 2 trillion cubic feet over a 
30-year period, at prices ranging from 22.4 to 35.4 cents per Mcf. These contracts 
provide the highest initial price and the greatest rate of price escalation known 
insofar as southwest purchases are concerned. According to the contention of 
Tennessee’s counsel the “recoverable reserves controlled by Tennessee, as of 
January 1, 1957, amounted to 14,798,003 MMcf. By adding spot purchases the 
figure becomes 15,821,731 MMcf * * *. By using the estimated customers’ re- 
quirements until 1964 (year of maximum requirements) and the 1964 require- 
ments thereafter as the measure of the system requirements, the reserve life 
index for Tennessee’s system is 19.6 years if the proposed sale to Midwestern at 
Docket G-9454 is excluded, and 18.2 years if that proposed sale is included * * *.” 
No one, of course, would question the wisdom of a pipeline company in having 
available to it adequate gas reserves. However, with its customers running into 
trouble in their distribution areas Tennessee, if it wants to assist those customers, 
should, in the Examiner’s view, be urging the Commission, among other things, 
to take appropriate actions to stabilize field prices rather than let such prices 
go to unpredecented heights. While a pipeline company which has grown pros- 
perous over years of reasonable prices may be able to seek and obtain business 
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in areas in which it does not now serve, the same is not true of distributors. 
They are forever confined to their present service areas which can become smaller 
instead of larger depending upon their ability to compete with their competitors 
for the consumer’s dollar. If distributors are to prosper and consumers are to 
benefit, the distributors must be given as much room as the other two segments 
of the industry, namely, producers and pipelines, in which to advance. This 
is the only state in which the industry can cope with its ever increasing and com- 
plex problems. 


Tennessee's Cancellation of Precedent Service Agreements 


In their Brief and Motion filed March 28, 1958, counsel for The East Ohio 
Gas Company, Hope Natural Gas Company, New York State Natural Gas 
Corporation, and the Peoples Natural Gas Company (collectively referred to 
hereinafter as the “Consolidated Companies”), subsidiaries of Consolidated 
Natural Gas Company, informed the Examiner that by notice given on Febru- 
ary 24, 1958, Tennessee had cancelled and terminated the precedent service 
agreements with the Consolidated Companies which were to have formed a 
substantial part of the service proposed to be rendered by Tennessee in Docket 
G-11107. They also alleged that Tennessee had proposed to the Consolidated 
Companies substitute precedent agreements which include a new condition as 
to the rates and charges of Tennessee, which condition was deemed by the 
Consolidated Companies to be wholly unfair and unreasonable and, accordingly, 
the substitute precedent agreements had been rejected; that Tennessee had 
eancelled, and may not have renegotiated, other important precedent agree- 
ments; that such cancellation may have a material effect on the economic 
feasibility of the project in Docket G—11107 as well as the need of Tennessee for 
the proposed facilities or for the CATCO and other gas purchased by Tennessee ; 
that the cancellation of the contracts prohibits the Commission from making the 
findings of fact as to the sales, revenues and costs of Tennessee in this pro- 
ceeding; and that aside from the findings of fact required by the Natural Gas 
Act, the following new issues arise: 

(A) If Tennessee Gas does not sell a material portion of the gas contemplated 
in Docket G—11107, but yet buys the gas contemplated—particularly the CATCO 
gas—will its average gas purchase costs rise to unreasonable and improvident 
levels and unduly burden the existing customers of Tennessee Gas, contrary 
to the public interest? 

(B) If Tennessee Gas were to build the new pipe lines contemplated in 
Docket G—11107—particularly the line from East Louisiana to Portland, Ten- 
nessee—without selling the quantities of gas contemplated in Docket G—11107, 
will its costs of operation rise to unreasonable proportions and unduly burden 
the existing customers of Tennessee Gas, contrary to the public interest? 

In other words, would the existing customers of Tennessee Gas and the 
public which they serve be prejudiced by the construction and operation of the 
G-11107 facilities without the rendition of the full service proposed by Ten- 
nessee Gas in that docket? 

Accordingly, counsel for the Consolidated Companies moved that the record 
be reopened to receive evidence of the cancellation by Tennessee of its prece- 
dent service agreements and the effect thereof. 

Instead of informing the Examiner and the Commission of the cancellation 
of the precedent agreements on February 24, 1958, Tennessee’s main brief filed 
March 28, 1958, represented that Tennessee was both willing and able to pro- 
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vide the service contemplated by the precedent agreements and Tennessee’s 
application and supported by the evidence. Not only this, counsel for Ten- 
nessee urged that a certificate be issued to enable Tennessee to render the serv- 
ice provided for in the contracts. They also agree that the evidence which 
Tennessee and the Consolidated Companies and others presented fully sub- 
stantiates the need for the service desired by the Consolidated Companies 
and Tennessee’s other customers. In fact the brief requests the Examiner to 
find: (1) “Tennessee is abie and willing properly to do the acts and to construct 
and operate the facilities, as proposed in Docket G—11107, and to conform to 
the provisions of the Natural Gas Act and the requirements, rules, and regula- 
tions of the Commission thereunder.” (2) “Tennessee’s application in Docket 
G-—11107 is fully supported by the evidence. The proposed facilities and service, 
as more fully described hereinbefore, are required by the present and future 
public convenience and necessity. Accordingly, a certificate of public con- 
venience and necessity should be issued to Tennessee authorizing the construction 
of the proposed facilities and the rendition of the proposed service, all as more 
fully described in Tennessee’s application, as amended, in Docket G—11107.” 
{Italics supplied.] 

The Examiner’s order issued April 9, 1958, granting the request of Ten- 
nessee and Midwestern to defer filing of their answer to the motion to reopen 
until May 5, 1958, i.e., the date fixed for filing reply briefs in the consolidate’: 
proceeding, stated: “* * * the Examiner desires that every aspect of the 
eancellation by Tennessee” of its “precedent service agreements be fully »¢! 
forth in the reply briefs.” 

The answer filed by Tennessee and Midwestern admitted the cancellation «* 
the precedent service agreements ; opposed the reopening of the record to receive 
evidence as to the cancellation of the contracts; and alleged, inter alia, (1) 
that Tennessee was in the process of executing new service agreements with 
customers (and 7(a) applicants) other than the Consolidated Companies fo: 
the capacity rejected by the latter, said service agreements being ‘on the same 
terms and conditions regarding rate protection under which it was offered t» 
the Consolidated Companies”; (2) that Tennessee would shortly file an anrp.: 
eation with the Commission “requesting authority to make the specific sai.s 
to the several customers who have agreed to purchase the capacity which 
became avaliable as a result of Consolidated@’s rejection”; (3) that every cus- 
tomer other than the Consolidated Companies “whose previous precedent agree- 
ment had been cancelled has executed the new precedent agreement, with the 
exception of Inland Gas Corporation”; (4) that Tennessee was unsuccessful in 
its attempt to negotiate amendments to its precedent agreements which would 
have made it unnecessary for Tennessee to cancel those agreements; (5) that 
it was the decision in the Memphis case (Memphis Light, Gas and Water Divi- 
sion v. Federal Power Commission, 250 F. 2d 402) “and the uncertainties injected 
thereby into Tennessee’s ability to obtain just and reasonable rates” that caused 
the cancellation of the precedent agreements; (6) and that “Tennessee also 
attempted * * * to negotiate a settlement with its customers of its pending 
rate case in Docket G—11980 in an effort to assure itself of receiving just and 
reasonable rates. After many meetings and conferences with its customers, 
individually and collectively, including the Consolidated Companies, Tennessee 
and its customers were unable to agree upon a satisfactory rate settlement. In 
these circumstances, Tennessee felt it could not continue to remain contractually 
obligated to render additional service for a 20-year period without assurance of 
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receiving just and reasonable rates. Accordingly, on or about February 24, 
1958, Tennessee notified each of its contracted demand customers of the cancel- 
lation of the outstanding precedent agreements. Contrary to the allegation 
in Consolidated’s Motion * * *, Tennessee did not cancel these agreements on 
the representation that it was unable to proceed with construction, but rather 
on the representation that sound business judgment dictated that it could no 
longer continue to remain contractually obligated to proceed in the face of the 
uncertainties with which it was confronted by reason of the decision in the 
Memphis case.” 

For reasons set forth in the Examiner’s order issued May 9, 1958, the motion 
to reopen was denied. However, in so doing the Consolidated Companies were 
assured that their rights would be fully protected and they are protected in 
paragraph (C) of the order accompanying this decision. The order issued May 
9, 1958, is hereto attached as Appendix “A” and is made a part hereof. 

As the Examiner’s order issued May 9, 1958, points out, the question pre- 
sented by the cancellation of the precedent agreements is a legal question and 
justice can be (and has been) done on the basis of the record as now made. 
The order states in part: “The management of Tennessee, in the cancellation of 
the precedent agreements, appears to be proceeding upon the mistaken belief 
that the Commission is powerless to remedy the mischief it seeks to impose 
upon the Consolidated Companies. However, the Consolidated Companies are 
not confronted with the Hobson’s choice between (1) accepting the conditions 
laid down by Tennessee or (2) being denied gas which the record shows, and 
Tennessee admits, is needed by them to meet their future requirements. Rather 
this is a matter in which the Commission has adequate authority, through its 
allocation and conditioning power (Section 7(e)), to require the carrying out 
of not only the original intentions of the contracting parties but also the pur- 
pose for which the Docket No. G—11107 facilities are being constructed” under 
the temporary authorizations heretofore issued. 


Gas Supply and Deliverability 


The gas supply evidence presented by Tennessee is relied upon by it to sup- 
port its contention that it has available pipeline reserves as of January 1, 
1957, of 14,798,003 MMcf, which figure, by adding spot purchases, becomes 
15,281,731 MMcf. On the basis of their approach, counsel for Tennessee point 
out that “By using the estimated customers’ requirements until 1964 (year of 
maximum requirements) and the 1964 requirements thereafter as the measure 
of the system requirements, the reserve life index for Tennessee’s system is 
19.6 years if the proposed sale to Midwestern at Docket G—9454 is excluded, and 
18.2 years if that proposed sale is included”. The Tennessee deliverability 
studies are claimed by Tennessee to demonstrate “that Tennessee’s gas reserves 
have ample deliverability to meet the entire system requirements under its 
present sales conimitments through the year 1977 with surpluses in the years 
1965 through 1977”. 

Counsel for Michigan Wisconsin Pipe Line Company say that “Tennessee’s 
gas supply and requirements showing” is not “realistic or reliable” and Staff 
counsel conclude that Tennessee has a deliverability life of 13 years for service 
to existing customers. Staff counsel also points out that “there are no sig- 
nificant problems with TGT’s estimates of gas in place and deliverability”. 
However, none of the parties claim that Tennessee’s gas supply is inadequate for 
the Docket G-11107 project, nor is the fact that Tennessee has ample deliver- 
ability for this purpose challenged. In issuing temporary certificates for the 
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construction of the Docket G—11107 facilities the Commission regarded the gas 
supply and deliverability ample. 

Suffice it to say here, the evidence demonstrates that Tennessee’s gas supply and 
deliverability are ample to support the Docket G-11107 facilities and sales. 
Detailed consideration of this evidence, and also the contentions of counsel, 
will be set forth in the Examiner’s final decision disposing of the competitive 

issues involving Midwestern’s project and other facilities. Because of the fact 
that the questions raised relate to Tennessee’s gas supply and deliverability 
insofar as the proposed service to Midwestern is concerned, no further con- 
sideration will be given to this matter for the purpose of this opinion. 


Financing and Economic Feasibility 


Tennessee’s proposed over-all financing program for its 1957-58 system 
financial requirements consist of $145,000,000 of first mortgage bonds and $40,- 
000,000 of debentures which funds, according to a witness for Tennessee, are to 
be “raised to take care of the total cash requirements of the company over and 
above those funds generated internally.” The amount realized from the sale of 
the securities will be used to finance authorized construction as well as the 
facilities proposed in Docket G-—11107. In fact, Tennessee had, by May and 
July of 1957, already marketed $75,000,000 of these securities ($50,000,000 of 
bonds at an interest rate of 514 percent and $25,000,000 of debentures at a 6 
percent interest rate). Moreover, in view of the fact that Tennessee obtained 
temporary certificate authority to carry out the second phase of its construction 
program in Docket G—-11107, which construction program is now in its advanced 
stage, it would appear that Tennessess of necessity had to provide the financing 
for this construction before it began. The Examiner therefore assumes that 
Tennessee’s entire 1957-58 financing program has now been consummated. The 
financial experts offered by Tennessee testified that the securities were salable and 
the proposed financing is feasible, it being proposed by Tennessee to dispose of 
the debt securities to underwriters who, in turn, were expected to sell the 
securities principally to insurance companies and institutional investors. 

The following excerpt from Tennessee’s main brief relating to the claimed 
economic feasibility of the Docket G-11107 project is to be contrasted with 
Tennessee’s action in cancelling the precedent agreements with its customers 
(see p. 72, supra, and Appendix A hereto attached) on the ground that “sound 
business judgment dictated that it [Tennessee] could no longer continue to 
remain contractually obligated to proceed [under the precedent agreements] in 
the face of the uncertainties with which it was confronted by reason of the 
decision in the Memphis case” : 


The economic feasibility of Tennessee’s proposed project at Docket 
G-—11107 is fully established by the study of estimated revenues, expenses 
and income presented in Exhibit 338. This study reflects the operations of 
all the proposed new facilities * * *. Based on the rates presently being 
collected by Tennessee on a system-wide basis, the estimated rate of return 
for the incremental sales and new facilities is 6.68 percent in 1959, 6.96 per- 
cent in 1960, and 7.07 percent in 1961 * * *. On a system-wide basis, the 
estimated rate of return, incorporating the G—11107 sales and facilities, is 
5.99 percent in 1959, 6.15 percent in 1960, and 6.26 percent in 1961 * * *. It 
is important to note that these studies do not include any revenues from some 
36,000 Mcf of daily capacity available for sale, which was originally intended 
for storage development * * *. Moreover, they do not include revenues 
from the sale of the capacity which will become available after the termina- 
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tion of Tennessee’s transportation contract with Niagara Gas Transmission 
Limited * * *. Since the system-wide feasibility includes the cost of this 
capacity as well as the expense connected therewith, but does not include 
the revenues available therefrom, the rates of return shown are 
conservative * * *.%* 


Before proceeding further it may be helpful to point out that the Memphis 
decision held that the Commission is without authority to accept for filing a 
unilateral increase in contract rates. In this connection, the Court also held 
that the Commission is without authority to permit such increased rates to be- 
come effective subject to refund of such amounts as it might later find to be 
excessive. The decision overthrew the method by which the Commission had 
dealt with rate increases since the statute was enacted in 1938, which method 
permitted increases to be filed and go into effect under bond subject to refund 
after hearing and decision, such being the procedure followed by the Commission 
with reference to Tennessee’s G—11980 rate increase application (see n. 16, 
below). However, the Natural Gas Act, as so construed in the Memphis case, 
does not mean that a filed rate is immune to change for it is subject to review 
under appropriate circumstances by the Commission at any time under Section 5 
of the Act. 

Until the Supreme Court has had an opportunity to hear and decide the issues 
in the Memphis case considerable doubt will be entertained by the pipelines 
as to what is the proper method to be followed by pipelines to secure rate 
increases. In this connection, and in the event the Memphis decision is sus- 
tained, there arises the serious question as to who will get the millions of 
dollars collected by the pipelines subject to refund. To illustrate what is in- 
volved, in the event the Memphis decision is sustained, it would appear that the 
Commission must reject Tennessee’s filing in Docket G—11980 and cause the 
entire amount of the increased rates collected under bond to be returned to 
Tennessee’s customers even if Tennessee, in a subsequent Section 5 investigation 
determining just and reasonable rates, is able to support all or a substantial 
part of the increase requested. Another problem which will be encountered, 
in the event the Memphis decision is sustained, will be the task faced by the 
Commission of determining a rate on a past period of sales and costs which will 
adapt itself to the conditions of sales and costs in the future so that the rate 
applied to the future sales will adequately recover the future cost of service 
until completion of another Section 5 investigation, hearing and decision. 

While it appears that Tennessee was able to finance the construction of the 
second phase of the Docket G-—11107 facilities in the face of the Memphis 
decision, the cancellation of the precedent agreements shows its unwillingness 
to rely further upon those agreements for the purpose of assuring a fair rate of 
return in the future. The cancellation of the agreements tends to throw a cloud 
upon the claimed economic feasibility of the Docket G-—11107 facilities and 
proposed service. Moreover, Tennessee, while proposing to provide an un- 
economic Peaking Service to its New England customers, now objects to pro- 
viding other services to the Consolidated Companies and Inland Gas Corporation 
as contemplated in the precedent agreements. As already pointed out, if the 
proposed Peaking Service rate is priced to recover the cost of such service, the 


16 Tennessee filed its general rate increase application in Docket G-11980 on January 14, 
1957, and has been collecting the rates proposed in that docket since July 14, 1957, subject 
to an undertaking to refund any amounts collected which may ultimately be found by the 
Commission not justified. In making its computations in Exhibit 338, referred to in the 
above quotation, Tennessee has utilized the rates proposed in Docket G-11980 in which it 
requests a rate of return of 6.6 percent. 
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rate would be wholly unattractive to the New England customers. In fact the 
proposed Peaking Service rate would permit the New England customers to 
avoid having Tennessee’s peak day deliveries to them determine their demand 
charge responsibility under the General Service rate. In view of Tennessee’s 
proposals and actions, referred to herein, it is not surprising that Tennessee 
has been unable to reach a settlement agreement with its customers as to the 
rate increase involved in Docket G—11980, nor is it surprising that the Columbia 
Companies vigorously oppose Tennessee in the manner hereinabove described. 

The Examiner has concluded hereinabove that there is no justification shown 
in the record, nor is there any reason to believe, that it is economically feasible 
for Tennessee or any other pipeline company to construct capacity to render 
off-peak service, and that it is inappropriate for the charges for other types of 
service to be designed or permitted to subsidize off-peak service of the type 
herein proposed. Accordingly, the Examiner has suggested the abandonment of 
Seller’s Option service or, in the alternative, the fixing of a charge for such 
service (in the pending rate proceeding) which will recover the cost of render- 
ing it. In the case of United Fuel Gas Company, one of the Columbia Companies, 
the order herein directs Tennessee to “firm up” its Seller’s Option obligation to 
United Fuel into a Contracted Demand obligation of 55,000 Mcf per day. The 
order also denies authority to render Peaking Service. Insofar as the precedent 
agreements which have been cancelled and not renegotiated are concerned, the 
order herein requires Tennessee, as a condition to the certificate and to the 
exercise of the rights thereunder, to reaffirm and recognize the effectiveness of 
the precedent agreements entered into with the Consolidated Companies and 
Inland Gas Corporation or, in the alternative, eliminate from its accounts all 
costs which are allocable to the service originally intended to be rendered to the 
Consolidated Companies and Inland Gas Corporation, such costs having been 
incurred following the grant of temporary authorization issued to Tennessee 
based in material part upon representations made to the Commission by 
Tennessee to the effect that it (Tennessee) had entered into and was relying 
upon certain contractual obligations binding not only on Tennessee but on the 
Consolidated Companies, Inland Gas Corporation and others as well. In the 
Examiner’s opinion, these conclusions and the order herein represent the most 
appropriate manner in which this certificate case may be disposed of by the 
Commission and is the only basis upon which the Docket G—11107 project 
facilities can or should be found to be required by the present or future public 
convenience and necessity. 


Proposed Abandonment Of Facilities 


In this proceeding Tennessee seeks authority to abandon Compressor Station 
110-1 in Kentucky. This experimental station has been under constant repair 
since its inception and its cost of operation and maintenance has been deemed by 
Tennessee to be excessive. The new facilities proposed herein will provide 
adequate and more economical capacity to replace the capacity previously 
provided by Station 110-1. Accordingly, the public convenience and necessity 
permits the proposed abandonment of this station. 


Rockland’s Request For Increased Gas Supply From Tennessee 


Orange and Rockland Utilities, Inc. (Rockland) intervened in this proceeding 
for the purpose of requesting that any certificate issued in Docket No. G-11107(1) 
be on the condition that Tennessee deliver and sell to Rockland an additional 
6,000 Mcf of natural gas per day—an increase in contract demand from 7,000 Mcf 
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to 13,000 Mcf per day, and (2) remove the limitation imposed in Docket No. 
G-2331 on annual deliveries by Tennessee so as to permit Rockland to take from 
Tennessee at 100 percent, rather than 70 percent, load factor. Rockland would 
use the valley gas for generating electricity. Home Gas Company (Home), 
Rockland’s original supplier, is the only party in opposition to Rockland. 

Tennessee has not applied for authority to make this additional sale to Rock- 
land but is willing to render the increased service and, if directed by order of the 
Commission, will do so upon completion of the second phase of its construction 
program. 

Home’s sole supplier is The Manufacturers Light and Heat Company (Mant- 
facturers). Manufacturers is a customer of Tennessee. Home and Manufac- 
turers are each wholly owned subsidiaries of The Columbia Gas System, Inc., 
and are two of the group of companies constituting the seven-state interconnected 
and coordinated Columbia Gas System serving the industrial heart of the United 
States. A large part of the gas transported and sold by these and other Columbia 
Gas System companies is purchased from Tennessee (15 F.P.C. 700, 718). Be- 
cause of Tennessee’s policy of never contracting voluntarily with a customer of 
its (Tennessee’s) customers, it is necessary for Rockland to take the initiative 
here, as it did in Docket No. G—2331, to obtain an additional supply of gas from 
Tennessee. 

Rockland’s Pipeline Suppliers and Connections. Rockland obtains its natural 
gas requirements from three pipeline suppliers, namely, Home, Algonquin Gas 
Transmission Company (Algonquin) and Tennessee. 

The Home line enters the Rockland territory at a point in the town of Deer 
Park just north of Port Jervis. It is a single 10-inch line from Deer Park to 
Tuxedo and a single 8-inch line from that point to its terminus near the Hudson 
River. Rockland takes gas from this line at seven points. 

The 26-inch Algonquin line traverses Rockland County in a northeasterly 
direction from a point near Suffern to the Hudson River at a point north of 
Stony Point. Rockland has connections with this line in Suffern and Stony Point. 

The 24-inch Tennessee line crosses the southeasterly tip of Rockland County. 
Rockland connects with this line at a point known as the Tappan connection. 

Background. Home was Rockland’s original supplier and its sole supplier 
from 1935 to 1954 when Rockland commenced to take gas from Algonquin. 
Rockland’s present contract demand from Home is 27,000 Mcf per day and from 
Algonquin, 5,000 Mecf per day. In December, 1955, Rockland began to take gas 
from Tennessee, the latter having been directed by order of the Commission 
issued February 11, 1955, in Docket No. G-2331 to provide supplementary service 
to Rockland “not in excess of 5,000 Mcf of gas per day or 1,287,000 Mcf per year 
for the period December 1, 1955 to December 1, 1957, and not in excess of 7,000 
Mcf per day or 1,800,000 Mcf per year thereafter.” The limitation on annual 
delivery is equivalent to a maximum annual load factor of approximately 70 
percent. 

The Commission’s order issued February 11, 1955, 14 F.P.C. 544, directing 
Tennessee to deliver and sell natural gas to Rockland, was affirmed on review 

(Home Gas Co. v. F.P.C., 231 F. 2d 253, cert. den. 352 U.S. 831). In two prior 


ma U.S. 





17 The Commission’s order was issued in proceedings in which Tennessee sought approval 
of a major expansion of its facilities into the Greater New York market, then served in part 
by Transcontinental Gas Pipeline Corporation (Transco). Transco filed a competing pro 
posal in which it proposed to render substantially the same service in the New York Metro- 
politan area to the exclusion of Tennessee. By opinion and order issued December 28, 1954, 
the Commission approved a proposed settlement of the competing applications which pro- 
vided, in substance, for a division of the proposed service in the Metropolitan New York 
area between Tennessee and Transco. A subsequent order issued in the same proceeding 
on February 11, 1955, directed Tennessee to deliver and sell natural gas to Rockland. 
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cases Courts of Appeals had held that “nothing in the Natural Gas Act suggests 
that Congress thought monopoly better than competition or one source of supply 
better than two, or intended for any reason to give an existing supplier of natural 
gas for distribution in a particular community the privilege of furnishing an in- 
creased supply.” Panhandle Eastern Pipe Line Co. v. F.P.C., 169 F. 2d 881, 884; 
Kentucky Natural Gas Corp. v. F.P.C., 159 F. 2d 215. 

Rockland’s Service Area. The territory served by Rockland is located just 
north of the New Jersey-New York state line in the Counties of Rockland and 
Orange, State of New York, and is divided into a Western and an Hastern 
Division. This rapidly growing section of the New York Metropolitan area 
extends from the Hudson River on the east to the Delaware River on the west, 
and its southeastern extremity is within ten miles of New York City. 

Under Rockland’s proposal Home would continue to be the sole supplier of the 
Western Division and Tennessee and Algonquin, together with Home, would 
supply the major part of Rockland County, i.e., the Eastern Division. 

Rockland’s Customers and Growth in Sales. Rockland has approximately 
38,000 retail gas customers and three wholesale gas customers consisting of 
New York State Electric and Gas Corporation at Goshen, New York, and 
Rockland’s two wholly owned subsidiaries, Rockland Electric Company of New 
Jersey and Pike County Light and Power Company of Pennsylvania. 

The rapid growth of Rockland’s gas business may be summarized as follows 
(actual customers and sales shown for years 1954-1956 and estimates for years 
1957-1961) : 





Number of Total Peak day 
customers annual | Winter | sales (Mcf) 
sales (Mcf) 





209 | 3,644, 555 

33,240 | 4, 234, 116 | 
36,235 | 5,413,055 | 1956-57 | 
38,971 | 5,817,942 | 1957-58 | 
42,084 | 6,461,174} 1958-59 
45,393 | 7,163,901 | 1959-60 
48,904 | 7,907,116 | 1960-61 
52,604 | 8,671, 461 1961-62 

| 


The basic reason for the estimated 137 percent growth in Rockland’s sales 
from 1954 to 1961 is that its territory has been more closely linked to the 
New York Metropolitan area through unusual highway development in the 
past few years, causing extensive housing and industrial development. 

While Rockland County was largely rural ten years ago, a census com- 
pleted in the Spring of 1957 shows a 27 percent growth in population in this 
county since 1950. A recent population study of the New York Regional Plan 
Association indicates that the population of Rockland County is expected to 
increase 107 percent by 1975. 

Although it would be preferable for it to buy all of the requirements of its 
Eastern Division from Tennessee, Rockland proposes to stabilize its purchases 
from Home for Eastern Division use, and to continue to buy from Home all 
of its Western Division requirements, which are also expected to increase 
substantially. This means that Home will not only be protected against any 
present loss of business but that it will be assured of continually increasing 
sales to Rockland. 
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Rockland’s estimated purchased gas requirements by sources in Mcf for the 
years 1958-1961 are as follows: 


Annual requirements 1958 1959 1960 1961 


Algonquin 1,350,000 | 1,350,000 | 1,355,000 1, 350, 000 
Tennessee: 
Gas system requirements 1, 558, 495 2, 128, 933 2, 695, 631 3, 297, 106 
Electric generation 473,172 | 2,728,814 | 3, 523, 246 4, 439, 789 


2, 031, 667 | 4,857,747 | 6, 218,877 7, 736, 895 








Home: 
Eastern division 1, 800, 000 1, 800, 000 1, 800, 000 1, 800, 000 
Western division 1, 844, 575 2, 027, 660 2, 208, 363 2, 388, 947 


3, 644,575 | 3,827,660 | 4,008, 363 4, 188, 947 








Total gas purchased: 
For gas system 6, 553,070 | 7,306,593 | 8, 058, 994 8, 836, 053 
For electric generation 473,172 | 2,728,814 3, 523, 246 4, 439, 789 





7, 026, 242 | 10,035, 407 | 11,582,240 | 13, 275, 842 





1958-59 1959-60 1960-61 1961-62 





Algonquin 5, 000 5, 000 5, 000 5, 000 
Tennessee 13, 000 16, 637 20, 822 25, 237 
Home: 
Eastern division 15, 485 15, 485 15, 485 15, 485 
Western division 12, 759 13, 978 15, 193 16, 378 


28, 244 29, 463 30, 678 31, 863 
Total gas purchased 46, 244 51, 100 56, 500 62, 100 

















Annual load factor of home’s supply (percent) ......-- 36.8 37.0 37.0 37.3 











As the following comparison shows, the projected annual load factor of the 
total Home supply would be higher after 1958 under Rockland’s proposal than 
if the growth in both divisions were supplied by Home: 


1958 1959 1960 | 
SS 


Percent | Percent | Percent | Percent 
36. 8 37 37.0 37.3 
Growth in both divisions supplied by Home 35.0 35.4 


Banal om MestenE S WOGRGME,, cc ccnc cc encccwecccscccncccccces 


The improvement in load factors which would be realized under Rockland’s 
proposal results from the fact that swings in gas requirements for Eastern Divi- 
sion distribution system caused by weather changes would be offset by reduction 
in the quantity of Tennessee valley gas used for generation of electricity. 

Limitations Imposed by Commission’s Order. The limitations which the Com- 
mission’s above referred to order of February 11, 1955, placed upon the peak 
and annual deliveries by Tennessee to Rockland were for the purpose of insur- 
ing that the future deliveries by Tennessee would not injure Home. The follow- 
ing testimony given by Rockland’s President makes it clear that Rockland, in 
formulating its proposal here, has made reasonable effort to provide continuing 
protection to Home: 


On the basis of supply that we propose, both Home and Tennessee will 
participate in the growth of our natural gas load, and our load on each 
of them will have a stable load factor. Our proposal does not contemplate 
throwing the swings of requirements caused by weather variations on any 
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of our suppliers. Any such swings would be absorbed by the amount of 
gas used at our electric plant. 
7 


























* * * * * +. 





* * * if this Commission will * * * approve our request * * * we will 
accept the following conditions : 

(1) Our take from Home * * * for our eastern division requirements 
will not be reduced below the quantity delivered by Home for our eastern 
division requirements in 1956, so long as Home is willing and able to 
supply such requirements. 

(2) We will take all of our western division requirements from Home, 
so long as Home is willing and able to supply such requirements. 


Rockland’s request to have removed the limitations on annual use of gas that 
was imposed in Docket No. G—2331 is an essential element of its proposal. As 
its President testified, “with the proposals that we are making in this proceeding 
for the protection of Home, no maximum load factor restriction in respect of 
our Tennessee supply is necessary to protect Home. Consequently, there is 
no reason to deny to Rockland and its retail customers the substantial economies 
which can be achieved by buying gas from Tennessee at 100 percent load factor.” 

Consideration of Contentions. Most of the underbrush is cleared from the 
problem here presented when four things are realized : 

(1) While the allocation of gas in the first instance to a distributor is 
entrusted solely to the Federal Power Commission, state commissions control 
the distributor’s distribution. State commissions and this Commission regulate 
“without any confusion of functions” to attain what Congress intended, i.e., 
“a harmonious dual system of regulation of the natural gas industry—federal 
and state regulatory bodies operating side by side, each active in its own sphere” 
(P.U.C. v. Gas Co., 317 U.S. 456, 467). Accordingly every distributor is free 
to dispose of off-peak gas in any manner it chooses so long as local authority 
is not violated and the maximum daily delivery obligation imposed by the Com- 
mission is not exceeded. Rockland, as has been stated, proposes to utilize 
Tennessee valley gas for the purpose of generating electricity and its President 
testified that he knows of “other utilities in our general area which take gas on 
a 100 percent load factor basis, utilizing valley gas for generating electric 
energy.” Rockland should not be denied the opportunity to do precisely what 
other distributors do at will. Furthermore, the Commission has permitted one 
pipeline, Northern Natural Gas Company (Northern), to make a separate 
direct boiler fuel sale to Northern States Power Company, one of Northern’s 
jurisdictional customers (15 F.P.C. 673, 676), “at the incremental cost of service 
specifically attributable thereto” (National Coal Association v. F.P.C., 247 
F. 2d 86, 87). Here Rockland is proposing to pay Tennessee’s full tariff rate. 

(2) Rockland’s requirements cannot be met under the existing service agree- 
ments with its suppliers. Home’s opposition assumes that it is entitled to a 
greater share of Rockland’s future Eastern Division business (while retaining 
all Western Division business and growth) than Rockland is here proposing. 
However, looking at the other side of the coin it is found that Rockland is 
a combination gas and electric company which is seeking to obtain a supply of 
gas at 100 percent load factor so as to produce economy of operation in both 
its gas and electric business. Rockland’s President testified that “The savings 





























18 The Commission first denied (three to two) (15 F.P.C. 682) and upon oral argument 
granted (four to one) (15 F.P.C. 1634) Northern’s application to construct facilities to 


enable it to sell gas on an interruptible basis for use as boiler fuel by Northern State 
Power Company. 
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would be $763,000 for the first three full years of operation even if our daily 
contract demand should be limited to 13,000 Mcf for the entire period of my 
estimate after December 1, 1958.” If Rockland is successful in its efforts the 
savings should redound to the benefit of its customers as contemplated in its 
gas and electric rate schedules containing provisions for automatic adjustment 
of retail rates. 

(3) While Home takes the position that it has the facilities to render the 
service sought by Rockland, and points out that the more gas it sells through 
the same facilities the lower its unit cost of service will be, there are obvious 
reasons why Rockland elects to purchase the additional 6,000 Mcf from Ten- 
nessee. First, Rockland’s use of Home valley gas for the generation of elec- 
tricity is closely limited. Neither Rockland nor any other buyer from Home 
may use gas delivered by Home for boiler fuel in an amount exceeding 2,000 
Mcf per day.” Home retains the right to curtail deliveries whenever and to 
the extent necessary, in its sole judgment, to protect and maintain deliveries 
to its domestic or general service markets (15 F.P.C. 700, 724). Second, the 
commodity price of Home gas is 41.9 cents per Mcf, which is 3.9 cents per Mcf 
more than the equivalent cost of coal.” Thus Rockland’s purchase of additional 
gas from Tennessee is the most feasible and economical solution to its supply 
problem, and Rockland has been advised that, as one of Tennessee’s contract 
demand customers, Tennessee will give it an opportunity to seek further in- 
creased quantities in future certification proceedings.” 

(4) It cannot be assumed that Rockland will be unresourceful in protecting 
its own interests, nor is it wedded to a supplier that is unable at this time to 
meet its over-all needs. The circumstances of this case make it clear that 
Rockland should not be denied the right to buy its additional requirements from 
the supplier it considers best able to compete for its patronage in terms of price, 
quantity, service, dependability and availability. 

Rockland’s proposal will not only permit it to realize economies through the 
purchase of gas from Tennessee at rates lower than those of Home, but it will 
have the further advantage of improving the adequacy and reliability of service 
to Rockland’s customers. In explaining the reliability of service, Rockland’s 
President testified that “we would have reliable suppliers for the future growth 
of each of our operating divisions, which seems to us to be very desirable in 
view of the rapid growth of our eastern division requirements are growing rap- 
idly, they will still represent a very small part of the capacity of Tennessee’s 
24-inch line, whereas our increasing eastern division requirements loom very 
large if we think in terms of Home Gas Company supplying the entire growth 
of our eastern division through their facilities.” “With the method of opera- 
tion we propose, our eastern division load on Home’s transmission line will be 
stabilized, and no reinforcement of the line will be necessary. On the other 
hand, if we are required to throw the eastern division growth on Home, it 
will ultimately be necessary for Home to increase the capacity of its trans- 
mission line. Consequently, the basis of supply which we propose will ulti- 
mately obviate expenditures for reinforcements of Home’s east-west line.” 
Thus there is greater reliability of service by depending on the 24-inch line of 


2 Rockland generated 505,000,000 kilowatt hours at its Lovett Plant in 1956. The max- 
imum amount of gas it can use to generate electricity at this plant at present is about 
15,550 Mcf per day. However, when Rockland converts the burners on units 1 and 2 to full? 
use of natural gas it will burn about 22,800 Mcf of gas per day. 

* The present equivalent cost of oil used for electric generation is 49.69 cents per Mef. 

“The present volume sought of 13,000 Mcf per day is sufficient to meet Rockland’s esti- 
mated Eastern Division requirements until February 1, 1960. Additional volumes will be 
needed thereafter to fulfill estimated requirements. 
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Tennessee to supply Rockland’s increasing demands instead of Home’s small 
8-inch line which has no unusual amount of latent capacity, and which failed 
once in 1954 and once in 1956. 

Home’s complaint of an erosion of summer supply to the Eastern Division 
which has taken place in the past cannot be charged to Tennessee’s supply for 
that erosion, for the most part, took place prior to the commencement of supply 
by Tennessee. 

Home argues that Rockland’s proposal results in an erosion of Home’s sum- 
mer deliveries to Rockland and an increase in Home’s winter loads, thereby 
causing Home to incur the increased storage cost. However, such increased cost 
is so small as to be considered immaterial or at best de minimis, and is to be 
compared with the total cost of storage operations for 1956 of $11,145,572. he 
negligible additional cost,” together with Home's loss of anticipated profits, are 
not only not commensurate with the prospective savings to Rockland and its 
customers, but it must be remembered that every public utility “assumes the 
risk of loss in the hope of profit” (Puget Sound P. & L. Co. v. F.P.C., 137 F. 
2d 701, 702). Then, tov, any loss of sales to Rockland will in all probability 
be recouped by gains in sales from others. Furthermore, the Commission ought 
not to follow a policy of putting a distributor into a straight-jacket insofar 
as its wholesale purchase of gas from pipelines is concerned. The distributor 
has its own knowledge, experience and ideas as to what constitutes economies 
and reliability of service and in justifiable circumstances should be permitted to 
make its own election as to suppliers of its additional gas requirements. 

The interests of the parties to this segment of the controversy must be con- 
sidered in the light of the ultimate effect upon consumers and the impact of the 
conclusions relative to the economic interests of the parties. Considered in this 
light and having in mind that the resolutions here made of these issues could 
not be viewed as contributing any material impediment to the future growth 
of Home, it is clear that the arguments advanced upon this aspect of the case 
by Home should be rejected because they are not of a magnitude which could 
be considered as really consequential in the possible future of this company. 

Since 1942 Home has had to increase its transmission plant from $3,471,683 
to $12,729.985 and its storage plant from -0- to $4,842,752 and there is nothing 
in the record to suggest that its overall operations will not continue on the up- 
trend for some time in the future. So far as Home’s supply of natural gas to 
Rockland is concerned, it has been steadily increasing and Rockland’s estimates 
for the future show a continuation of the steady increase. 

As correctly and succinctly stated by counsel for Rocklaud, the question pre- 
sented is: “Does the Natural Gas Act require the denial of Rockland’s appli- 
cation to increase its supply of natural gas from Tennessee solely because Home, 
Rockland’s original supplier, though maintaining its present sales to Rock- 
land’s Eastern Division and increasing its sales to Rockland’s Western Division, 
may suffer some loss of future profits, when an additional supply of natural 
gas from Tennessee will provide cheaper gas and more reliable service to Rock- 
land’s customers?” There is only one answer to this question. The Natural 
Gas Act does not so require. 

The evidence demonstrates that it is necessary and desirable in the public 
interest that the certificate issued to Tennessee require Tennessee to supply 
Rockland not in excess of 13,000 Mcf of natural gas per day commencing De- 
cember 1, 1958. 


2 The Commission’s staff estimates the additional cost to be $5,000. Home contends 
that itis more. The exact amount is immaterial. 
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Opposition of Coal Intervenors 


The Coal Intervenors, namely, National Coal Association, United Mine Work- 
ers of America, Fuels Research Council, Inc., Maher Coal Bureau, Anthracite 
Institute, The Chesapeake and Ohio Railway Company, Midwest Coal Producers 
Institute, Inc., Truax-Traer Coal Company, Baukol-Noonan, Inc., and Dakota 
Collieries, Inc., as representatives of competitive fuel, transportation and labor 
interests, presented extensive evidence in the consolidated proceeding in opposi- 
tion to the expansion of natural gas service in the midwest. This presentation 
appears to be designed to show the impact of displacement of coal by natural 
gas in the competitive area and will be considered in detail in the Examiner’s 
final decision dealing with the competitive issues. 

However, in the event any part of the evidence presented by the Coal Inter- 
venors be construed by them to relate to (1) the proposals in Docket G—11107, 
(2) the disposition herein made of the issues involved in this docket, or (3) 
the issues to be disposed of in other decisions to be issued by the Examiner 
prior to the final decision involving the competitive issues, the following con- 
siderations control the dispositions made. 

Underneath the efforts of the Coal Interveners is an understanding impulse 
to prevent competition and protect coal market. Their position can best be 
understood by keeping two things in mind. First, that the coal industry is 
constantly competing with the suppliers of other forms of energy for the 
consumer’s dollar and it is in this competitive climate that it must exist and 
grow.” Second, that it is the needs and wants of the consumer, not the actions 
of a regulatory commission, that determines, or should determine the extent 
to which a particular industry shall prosper. 

In this day and time people do things differently and better. They prefer 
the modern way of life and its conveniences and are mindful of the fact that 
gas has brought greater prosperity and better standards of living. Unless 
there exists in the consumer’s mind an atmosphere favorable to a particular 
fuel sale, the sale becomes impossible in a competitive market. Accordingly, 
for the coal industry or any other fuel industry to win the competitive sales 
battle it must give fuel consumers a better reason for buying its product.” 


23 As one of the witnesses for the Coal Interveners testified, “I think that coal in the 
future should expand, though probably a gradual rate, providing, of course, we have sound 
economic conditions for fuel development.’ Coal consumption in the United States in 1956 
was the highest since 1951. 

* The one factor which is perhaps giving natural gas distributors their greatest concern 
today is the skyrocketing prices paid to producers for, as hereinabove indicated, a contin- 
uation of such increases could push the cost of gas to the point where the average con- 
sumer cannot afford to pay for it or convert to its use. This factor, however, can be 
controlled by the Commission in appropriate circumstances (Signal, case, supra) and may 
have to be controlled to prevent nullification of the “primary aim” of the statute which 
is “to protect consumers against exploitation at the hands of natural gas companies” 
(F.P.C. v. Hope Natural Gas Co., 320 U.S. 591, 610; Phillips Petroleum Co. v. Wisconsin, 
347 U.S. 672, 685). Whether the Commission can or should exercise its discretion in a 
certificate proceeding to keep producer prices down to the point where they will not exceed 
average field prices is one of the issues presently pending for decision before the United 
States Circuit Court of Appeals for the Third Circuit in Public Service Commission of the 
State of New York, et al. v. F.P.C., Nos. 12,401 and 12,403. This case involves the con- 
tract price for CATCO gas reserves acquired by Tennessee as a part of its over-all gas 
supply relied on in Docket G—-11107 (17 F.P.C. 732, 880). 

It would appear that every increase in the field price of gas that is allowed to become 
effective will prove to be another shot in the arm for the coal and other fuel industries 
and a darkening cloud for the pipelines, distributors and consumers. 

Under no circumstances should the producer’s appetite for higher field prices be per- 
mitted to become a pit into which any segment of the industry may fall. Stated another 
way, the profit sheet of the producer is not the only yardstick of a healthy industry, for 
now that billions of dollars have been invested the investments made must be protected 
and dependable markets assured. A continuation of higher field prices can only mean that 
pipeline companies and distributors will find their profit margins pinched between higher 
costs and consumer resistance to price increases. 
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Obvious factors account for the ascending demand for natural gas for both 
home and industry use. Gas rather than some other fuel has carried a 
greater selling power in the home because of its convenience, cleanliness, 
laborless features, and the further fact that up until now it has generally been 
cheaper than other fuels. Where industry has converted to the use of natural 
gas it has done so to reduce costs, improve products and processing methods, 
and develop new products. 

The coal industry’s drumfire of opposition has been aimed at practically 
every expansion of natural gas service, for such industry has been and con- 
tinues to be concerned about encroachments of natural gas upon coal markets. 
While no one would care to minimize the inconvenience of having the coal 
industry’s plans upset, there are nevertheless some actions that have to be 
taken by a regulatory agency for the good of a community, area or the country 
as a whole regardless of how painful they may be to a particular industry or 
part of an industry. Any decision enabling expansion of the natural gas 
industry may cause some distress to coai and other fuel industries. But this 
is the price which must be paid for continued growth. And it is necessary to 
pay the price for the sake of the future as well as the present. 

So the question facing the Commission in certificate cases is not whether 
some part of a fuel industry or industries is to be saved. Rather it is a question 
of whether the Commission, with knowledge of the contribution which natural 
gas has made to this country’s progress, should continue to build for the future 
as well as the present. It need not heed the special interests that are most 
vocal on issues of this sort. What it must realize is that a vast host of con- 
sumers who had little or nothing to say on the subject at the hearing are 
depending upon it to raise its sights above narrow considerations to the major 
interests of the United States. 

The essential role of the Commission in this area of the natural gas business 
is to assure adequate service to the public and to protect consumers, not force 
or regulate them into using other fuels against their will. The coal industry, 
like any other industry, must face and solve every problem in its field. It 
must also recognize natural gas as one competitor among others and find its 
proper role in the total fuel supply picture. “The Natural Gas Act does not 
confer authority upon the Commission to promulgate a national fuels policy, 
or to assign ‘zones of influence of operation’ to natural gas or to any other 
fuels. The Commission’s jurisdictional orbit is delineated by the requirements 
of public convenience and necessity.” Scranton-Spring Brook Water Co., 17 
F.P.C. 25, 35; affirmed, 17 F.P.C. 38. 


FINDINGS 


Based on the evidence of record, the briefs and arguments of counsel, as well 
the preceding portion of this decision, it is further found and concluded that: 

(1) Tennessee is a “natural-gas company” within the meaning of the Natural 
Gas Act and subject to the jurisdiction of the Commission. 

(2) Tennessee’s application in Docket No. G—11107 involves issues that are 
separate and distinct from the highly competitive issues involved in some of 
the other applications consolidated for comparative hearing by order of the 
Commission issued March 29, 1957, and said application filed by Tennessee may 
be, and in the public interest it should be, severed from the other applications 
for the purpose of disposition. 

(3) By its application in Docket G—11107, Tennessee sought authority to 
construct and operate facilities which would increase its average daily system 
capacity from 1,900,000 Mcf to 2,356,408 Mcf, an increase of 456,408 Mcf. The 
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record shows and counsel for Tennessee concede that 16,740 of the compressor 
horsepower, capable of providing 50,809 Mcf of capacity, is not needed for 
present purposes. Accordingly, Tennessee is now seeking authority to construct 
and operate facilities which will increase its average daily system capacity 
from 1,900,000 Mcf to 2,305,599 Mcf, an increase of 405,599 Mcf. Upon com- 
pletion of the facilities Tennessee’s system peak-day capacity, including de- 
liveries from storage, will be 2,719,974 Mcf. Tennessee’s stated purpose for 
constructing these facilities was to enable it to satisfy the demands of its 
present customers, all as more fully hereinbefore set forth. Authority is also 
requested to render additional storage service. 

(4) Tennessee, as a result of the elimination of the 16,740 compressor horse- 
power, is now proposing in Docket G—11107 to construct 1,072.5 miles of ad- 
ditional pipelines and to install 104,250 additional horsepower, as more fully 
hereinbefore set forth. The total estimated cost of constructing said facilities 
is $169,329,263. 

(5) Tennessee, at the time it obtained temporary certificate authorizations 
from the Commission and at the conclusion of the hearing, was able and willing 
properly to do the acts and to perform the service proposed and to conform 
to the provisions of the Natural Gas Act and the requirements, rules and regu- 
lations of the Commission thereunder. 

(6) The facilities proposed by Tennessee in Docket No. G-—11107, as more 
fully described in its application, other than the 16,740 compressor horsepower, 
are to be used in the transportation and sale of natural gas in interstate com- 
merce for resale, subject to the jurisdiction of the Commission, and the con- 
struction and operation thereof by Tennessee are subject to the requirements 
of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(7) The construction and operation of the proposed facilities, other than the 
16,740 compressor horsepower, and the sale of natural gas, other than for 
peaking service, in the manner described in Tennessee’s application in Docket 
No. G-11107 and substantiated during the hearing, are required by the public 
convenience and necessity if utilized to provide service that is economically 
feasible and fair as between Tennessee and all of its customers and as between 
the customers themselves, and a certificate therefor should be issued as herein- 
after ordered and conditioned. 

(8) The facilities proposed in Docket G—11107 are economically feasible if 
the full cost of such facilities is allocated to the service rendered through their 
use. 

(9) The proposed Peak Service rate of 90¢ per Mcf and the $12.00 per Mcf 
per year minimum bill provision in the Peak Service rate schedule are not shown 
by the evidence to be just and reasonable. A rate for such service cannot be 
shown to be just and reasonable unless and until a complete rate presentation 
is made. 

(10) The proposed 90¢ Peak Service rate is less than the cost of making 
peaking gas in the New England area. Consequently, there is little, if any, 
incentive to use the peak shaving facilities to improve the load factor of the 
customers’ purchases. 

(11) The proposed Peak Service would encourage the construction of high 
cost, long distance facilities from underground storage areas in New England 
which would be operated at a 10 percent or less load factor. 

(12) The proposed Peak Service would encourage uneconomic operating prac- 
tices, ie., the use of long distance, high cost transmission facilities, to supply 
extreme peak demands which are encountered infrequently and which can be 
more economically met by terminal market peak shaving. 
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(13) The proposed Peak Service would result in raising the over-all cost 
of rendering service by Tennessee at a time when the price of natural gas to 
consumers in its market areas has already experienced sharp increases detri- 
mental to retail sales. 

(14) The proposed Peak Service rate would permit the General Service 
customers to avoid having Tennessee’s peak day deliveries to them determine 
their demand charge responsibility under the General Service rate. 

(15) The requested certificate authority to render Peak Service should be 
denied. 

(16) The public convenience and necessity require that, as a condition to 
the authorizations herein granted, Tennessee file with the Commission within 
90 days of the date this opinion and order become the final act of the Commis- 
sion, an application for certificate of public convenience and necessity for 
such authorizations as may be necessary to “firm up” its obligation to provide 
20,000,000 Mcf per year of Seller’s Option gas to United Fuel Gas Company 
into a Contracted Demand obligation of 55,000 Mcf per day. 

(17) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (c), and (e) of Section 157.20 of the 
Commission’s Regulations under the Natural Gas Act should attach to the 
certificate hereinafter issued and to the exercise of the rights granted thereunder. 

(18) The storage gas service provided by Tennessee to Brooklyn Union and 
Long Island is in the public interest and required by public convenience and 
necessity and should be permanently certificated by the Commission. 

(19) Home, a New York corporation and a subsidiary of the Columbia Gas 
System, is engaged in the production, acquisition, transmission and underground 
storage of natural gas and the sale thereof to various customers for resale in 
the State of New York and is a “natural-gas company” under the provisions 
of the Natural Gas Act. 

(20) Rockland is a “natural-gas company” subject to the jurisdiction of the 
Commission and is a local distributor of natural gas in Rockland and Orange 
Counties in the State of New York. 

(21) While Rockland has not sought relief through the filing of a Section 
7(a) application, its petition to intervene in Docket No. G-—11107 was granted and 
the Commission is authorized upon making the essential findings to grant a 
certificate to Tennessee pursuant to Sections 7(c), (e), and (g) of the Natural 
Gas Act for the additional natural gas service sought by Rockland and to 
require such service by order issued pursuant to Section 7(a) of the Act. 

(22) The delivery and sale by Tennessee to Rockland, commencing December 
1, 1958, of volumes of natural gas not in excess of 13,000 Mcf per day is necessary 
and desirable in the public interest, and will not place an undue burden on 
Tennessee or impair its ability to render adequate service to its customers. 

(23) Since the sale of natural gas by Home to Rockland will not be decreased 
below the 1956 level but may be expected to increase due to the population and 
industrial growth in Rockland’s Orange County territory and since Home’s 
annual load factor on sales to Rockland will not be less than the average of 
such factors for the years 1954 through 1956, the service to be rendered by 
Tennessee to Rockland will not injure Home and accordingly public convenience 
and necessity does not require any limitation on service furnished by Tennessee. 

(24) Tennessee also proposes in Docket G—11107 to abandon Compressor 
Station 110-1 in Kentucky. Said station was originally authorized in Docket 
G-911 as an experimental station. It has been under constant repair since its 
inception, and its cost of operation and maintenance has been excessive. The 
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new facilities proposed will provide adequate and more economical capacity to 
replace the capacity previously provided by Station 110-1. Accordingly, the 
public convenience and necessity permit the proposed abandonment of this 
station. 
ORDER 


Wherefore, it is ordered, subject to review by the Commission : 
(A) For the purpose of disposition, Tennessee’s application in Docket G—11107 
be, and it is hereby severed from, the other applications with which it was con- 
solidated for hearing. 

(B) A permanent certificate of public convenience and necessity be and the 
same is hereby issued authorizing, upon the terms and conditions of this order, 
(1) the sale by Tennessee of natural gas in interstate commerce to its existing 
customers as set forth in its application and the record in this proceeding, except 
the sale of Peak Service gas to its General Service customers, for which a cer- 
tificate is denied, and (2) the construction and operation of the facilities here- 
inbefore described, subject to the jurisdiction of the Commission, all as more 
fully described in the application as amended, for the transportation and sale of 
natural gas, except the 16,740 compressor horsepower referred to in note 1, page 
87 of the above opinion for which a certificate is denied. 

(C) Asa condition to the certificate issued Tennessee in paragraph (B) hereof, 
and to the exercise of the rights thereunder, Tennessee shall reaffirm and recog- 
nize the effectiveness of the precedent service agreements entered into with the 
Consolidated Companies, namely, The East Ohio Gas Company, Hope Natural 
Gas Company, New York State Natural Gas Corporation, and The Peoples Natural 
Gas Company, and represented by Exhibits 342, 346, 348 and 351 in evidence in 
this proceeding, or in the alternative eliminate from its accounts all costs which 
are allocable to the service originally intended to be rendered to such Consoli- 
dated Companies, such costs having been incurred following the grant of tem- 
porary authorization issued to Tennessee based in material part upon repre- 
sentations made to the Commission by Tennessee to the effect that it (Tennessee) 
had entered into and was relying upon certain contractual obligations binding 
not only on Tennessee but on the Consolidated Companies and others as well. 
Tennessee shall also reaffirm and recognize the effectiveness of its precedent 
service agreement with Inland Gas Corporation or in the alternative eliminate 
from its accounts all costs which are allocable to the service originally in- 
tended to be rendered to Inland. 

(D) As a further condition to the certificate issued Tennessee in paragraph 
(B) hereof and to the exercise of the rights thereunder, Tennessee shall, within 
90 days of the date this opinion and order become the final act of the Commission, 
file with the Commission an application for a certificate of public convenience 
and necessity for such authorizations as may be necessary to “firm up” its obli- 
gation to provide 20,000,000 Mcf per year of Seller’s Option gas to United Fuel 
Gas Company into a Contracted Demand obligation of 55,000 Mcf per day. 

(E) Asa further condition to the certificate issued Tennessee in paragraph (B) 
hereof and to the exercise of the rights thereunder, Tennessee shall deliver and 
sell to Rockland an additional 6,000 Mcf of natural gas per day, representing an 
increase in contract demand from 7,000 Mcf to 13,000 Mcf per day. 

(F) The limitation on annual delivery imposed in the Commission’s order in 
Docket G—2331 be, and the same hereby is, removed so as to permit Rockland to 
take gas from Tennessee at 100 percent, rather than 70 percent, load factor. 

(G) The temporary certificate authorizing Tennessee to provide short-term 
peaking service under its presently filed PS—G rate schedule shall be deemed to 
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have terminated as of April 30, 1958, and the temporary certificate previously 
granted is without prejudice to any findings or orders which have been or may 
hereafter be made by the Commission in the rate proceeding, Docket G—11980, 
now pending. 

(H) Tennessee be and it is hereby authorized to abandon its Compressor Sta- 
tion 110-1 in Kentucky. 

(I) The grant of the certificate herein shall not be construed as a waiver of 
the requirements of Section 4 of the Natural Gas Act, or of Section 154 of the 
Commission’s Rules and Regulations thereunder requiring the filing of rate 
schedules for the services herein authorized and is without prejudice to any find- 
ings or orders which have been or may hereafter be made by the Commission 
in any proceeding now pending or hereafter instituted by or against Tennessee, 
with particular reference to (1) the Seller’s Option, SS—-5 Storage Service and 
PS-G Peaking Service rates in issue in Docket G—11980, and (2) the rate impact 
of Tennessee’s proposed new service to its affiliate, Midwestern. 

(J) The general terms and conditions set forth in paragraphs (a), (c) and 
(e) of Section 157.20 of the Commission’s Rules of Practice and Procedure shall 
attach to the certificate granted in paragraph (B) hereof and to the exercise 
of the rights granted thereunder. 

(K) The certificate issued in paragraph (B) hereof shall be accepted in writing 
under oath by a responsible official of Tennessee within 30 days from the date 
this opinion and order become the final act of the Commission. 


Francis L. Hatt, 
Presiding Eraminer. 


APPENDIX A 


PRESIDING EXAMINER’S ORDER DENYING MOTION TO REOPEN PROCEEDINGS 
(Dated May 9, 1958) 


On March 28, 1958, The East Ohio Gas Company, Hope Natural Gas Com- 
pany, New York State Natural Gas Corporation, and The Peoples Natural Gas 
Company (Consolidated Companies), Interveners, filed their joint initial brief 
in the above consolidated proceedings. Said brief contains a “motion by such 
Interveners for reopening of the record to receive evidence of the cancellation 
by Tennessee Gas Transmission Company on February 24, 1958, of its preced- 
ent service agreements in Docket G—11107.” 

The subsequent request filed by Midwestern Gas Transmission Company (Mid- 
western) and Tennessee Gas Transmission Company (Tennessee) that they be 
granted until May 5, 1958, to file their answer to the motion to reopen the pro- 
ceedings was granted by the Examiner’s order issued April 9, 1958. In so doing, 
the Examiner stated in pertinent part: 


Tennessee’s application in Docket No. G—11107 applies for authority to 
enlarge its average daily system capacity by 456,408 Mcf of natural gas for 
the purpose of meeting the requirements of and present commitments to 
existing customers, none of which operate in the United States midwest. 
Because this application is not related to or dependent upon any of the 
other nineteen applications involved in this consolidated proceeding, it is 
the Examiner’s intention to separately consider and dispose of it following 
the filing of reply briefs on May 5, 1958. Accordingly, the Examiner desires 
that every aspect of the cancellation of Tennessee Gas Transmission Com- 
pany’s precedent service agreements be fully set forth in the reply briefs. 
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Neither Tennessee nor Midwestern, in their main brief filed March 28, 1958, 
informed the Commission or the Examiner of the cancellation by Tennessee on 
February 24, 1958, of the precedent service agreements in Docket No. G—11107.* 
However, as counsel for the Consolidated Companies correctly allege in their 
motion, the “cancelled and terminated * * * precedent service agreements 
with the Consolidated Companies * * * were to have formed a material part 
of the service proposed to be rendered by Tennessee”; that “these contracts 
provided for 60,000 Mcf per day of CD firm gas, which amounts to 21.9 billion 
cubic feet of gas per year on a 100 percent load factor basis, and 20 billion 
eubic feet per year of Seller’s Option gas, or, in the aggregate 41.9 billion cubic 
feet.” “Since the giving of said notice, Tennessee Gas has proposed to the 
above-named Consolidated Companies substitute precedent agreements which 
include a new condition as to the rates and charges of Tennessee Gas. This 
new condition was deemed by the Consolidated Companies to be wholly unfair 
and unreasonable and, accordingly, the substitute precedent agreements have 
been rejected.” “From prospective buyers of additional service, the Consolidated 
Companies are relegated to the position of existing customers of Tennessee Gas 
who are mere bystanders insofar as the new services of Tennessee Gas are 
concerned, but who yet have a vital interest in the operations of Tennessee Gas 
and the services which it proposes to render to any other existing customers 
or to any proposed new customers such as Midwestern.” 

The Consolidated Companies are existing customers of Tennessee and 
Tennessee has long been aware of the fact that their 1958-59 needs are at 
least equal to the quantities of gas set forth in footnote 1 of this order. It 
further appears that the Consolidated Companies have purchased gas from 
Tennessee continuously since Tennessee extended its system into their respec- 
tive areas, or in the case of Hope Natural Gas Company, since its inception 
in 1944. 

Tennessee is selling and delivering natural gas to the Consolidated Companies 
under various long-term agreements and counsel for the Consolidated Companies 
point out that “The Consolidated Companies as a group are purchasing over 


21The cancelled precedent agreement with the Consolidated Companies, providing for 
their increased 1958-59 requirements—as shown by the evidence of record, are as follows: 








Exhibit Proposed buyer | ry pe of | Quantity at 15,025 psia 
No. 





342 | Hope Natural Gas Company 25,000 Mcf per da >. 

346 | New York State Natural Gas Corp___........--.--.. | 25,000 Mef per day. 

348 | The Peoples Natural Gas Company-.- | 10,000 Mef per day. 

351 | New York State Natural Gas Corp \* 20 billion cubic feet per 
year, 


In their main brief filed March 28, 1958, counsel for Tennessee and Midwestern state: 
“Each of the above customers intervened in these proceedings and presented testimony and 
exhibits supporting the need for this increased service commencing in the 1958-59 winter 
season * * *, By letters of October 31, 1957, and November 29, 1957, the Commission 
granted Tennessee temporary authority to construct the facilities required to render this 


’ 


service.” “The evidence presented by New York State Natural clearly shows the need for 
this additional service * * *.” 

Counsel further state in their brief: “In line with Tennessee’s established policy of 
keeping apace with the increased requirements of its customers, Tennessee seeks author- 
ity in Docket No. G—11107 to construct and operate facilities which will increase its aver- 
age daily system capacity from 1,900,000 Mcf to 2,356,408 Mcf. sy means of these 
facilities, Tennessee will satisfy the additional demands of its present customers for 
general service, peak service, contracted demand service, and seller’s option service.” 
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one quarter of all of the gas sold by Tennessee Gas for resale. They purchased 
approximately 120 billion cubic feet of gas from Tennessee Gas in 1954, approx- 
imately 136 billion cubie feet in 1955, approximately 147 billion cubic feet in 
1956, and approximately 154 billion cubic feet in 1957 (at 14.73 psia). The 
supplies received from Tennessee Gas represent nearly one third of all gas 
sold by the Consolidated Companies as a group.” 

Counsel for the Consolidated Companies further allege in their motion that 
Tennessee has cancelled “and may not have renegotiated other important 
precedent agreements”; and that such cancellation can have a “material effect 
on the economic feasibility of the Tennessee Gas project in Docket G-11107 as 
well as the need of Tennessee Gas for the proposed facilities or for the supplies 
of gas proposed to be purchased by Tennessee Gas for such project.” Counsel 
therefore request that the record in Dockets G—11107 and G-—9454 “be reopened 
to receive evidence as to the said cancellation of agreements and the effects 
thereof.” 

The answer filed by Tennessee and Midwestern on May 5, 1958, opposes the 
motion of the Consolidated Companies to reopen the record to receive evidence 
as to the cancellation of the agreements and the effects thereof. The answer 
points out, however, that Tennessee’s Docket No. G—11107 construction pro- 
gram was divided into two phases providing increments of 118,137 Mcf addi- 
tional average daily capacity in 1957 and 287,462 Mef in 1958,” and that all of the 
facilities to provide this 405,599 Mcf of average day capacity have either been con- 
structed or are in the process of construction under temporary certificate author- 
ization issued by the Commission. Tennessee was also issued temporary authority 
to operate the facilities providing 118,137 Mcf of additional capacity in 1957 and 
had every reason to believe that it would be authorized to operate the facilities 
being constructed this year. In fact the Commission, so far as the Examiner 
is informed, has never refused authority to operate constructed facilities where 
a need for such facilities has been shown. 

As counsel for Tennessee and Midwestern point out in their answer, the 
precedent agreements cancelled by Tennessee, as amended, “provided that either 
party had the right to terminate the agreement in the event all necessary 
authorizations were not obtained from the Commission” by March 1, 1957. For 
example, Tennessee’s precedent agreement with Hope Natural Gas Company 
provides: 


The parties shall, with due diligence, seek to obtain all necessary author- 
ization from the Federal Power Commission for the sale and delivery by 
Tennessee and the purchase and receipt by Hope Natural of an additional 
contracted demand of 25,000 Mcf of natural gas per day. If the parties 
are unable to obtain such requisite authorizations on terms satisfactory 
to them by [March 1, 1957], then either party shall have the right to ter- 
minate this Agreement by written notice given to the other party within 
thirty (30) days from said date. 


It is thus apparent that what the parties to the agreements had in mind 
was that they would “with due diligence, seek to obtain all necessary authoriza- 
tion from the” Commission, but that if they were “unable to obtain such 


? With respect to the construction of 16.740 compressor horsepower included in the 
application in Docket G-11107, which would provide 50,809 Mcf of average day capacity. 
and as to which Staff counsel have objected, counsel for Midwestern and Tennessee state 


that they will not interpose any objection if such compressor horsepower is excluded 
from the certificate applied for. 
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requisite authorizations on terms satisfactory to them” by March 1, 1957, then 
the parties had the right to terminate the agreement. But the reason for 
Tennessee’s action in cancelling the precedent agreement astounds the Examiner 
when he realizes that it was not the fact that Tennessee had not obtained the 
necessary authorization to construct the facilities, but rather it was the decision 
of the Court of Appeals for the District of Columbia Circuit in Memphis Light, 
Gas and Water Division v. F.P.C., 250 F. 2d 402 (Memphis case), that caused 
the cancellation of the agreements. Tennessee has a temporary certificate 
issued October 31, 1957, enabling it to construct the necessary facilities to serve 
the 1958-59 requirements of its customers, including the Consolidated Com- 
panies, and there is no doubt in its mind that it will be permitted to operate 
those facilities during the 1958-1959 winter for it is at this time, according 
to the answer of its counsel, seeking other customers to take the gas the Con- 
solidated Companies want and need. In their answer, counsel for Tennessee 
and Midwestern give the following explanation : 


At the time Tennessee and its customers agreed upon the extension of 
the precedent agreements from May 1, 1957 to November 1, 1957, the con- 
tracted demand customers advised Tennessee that, due to the delay already 
experienced, their gas supply position was becoming critical and that they 
must have definite assurance by November 1, 1957 of obtaining these addi- 
tional quantities of gas by the winter of 1958-1959. Therefore, on August 
23, 1957 Tennessee filed an application for a temporary certificate author- 
izing the construction and operation of most of the “second phase” facilities. 
These facilities would provide an increase in average daily capacity of 
287,462 Mcf which was required to enable Tennessee to render the service 
which had been previously authorized as well as the additional contracted 
demand and seller’s option service to existing contracted demand customers. 
By the Commission’s letter of October 31, 1957, temporary authorization 
to construct (but not to operate) these facilities was granted * * *. 

Subsequently, the Commission notified Tennessee that it had satisfactorily 
complied with the condition contained in the Commission’s letter of October 
31, 1957 granting the temporary authorization. Upon reciept of this noti- 
fication, Tennessee proceeded immediately with the engineering, surveying, 
mapping and acquisition of land and right-of-way upon which the facilities 
so authorized would be located. 

On November 21, 1957, the Court of Appeals for the District of Columbia 
Circuit handed down its decision in the Memphis case. * * * Thereafter, 
in order to allow additional time for possible resolution of the uncertainties 
arising from the decision in the Memphis case, Tennessee and its customers 
agreed to extend further the date for cancellation of the precedent agree- 
ments from February 1, 1958 until March 1, 1958. * * * 

Tennessee also attempted, during the period January 28 to February 19, 
1958, to negotiate a settlement with its customers of its pending rate case 
in Docket G—11980 in an effort to assure itself of receiving just and reason- 
able rates. After many meetings and conferences with its customers, in- 
dividually and collectively, including the Consolidated Companies, Tennessee 
and its customers were unable to agree upon a satisfactory rate settlement. 

In these circumstances, Tennessee felt that it could not continue to remain 
contractually obligated to render additional service for a 20-year period 
without assurance of receiving just and reasonable rates. Accordingly, on 
or about Feburay 24, 1958 Tennessee notified each of its contracted demand 
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customers of the cancellation of the outstanding precedent agreements. 
Contrary to the allegation in Consolidated’s Motion (p. 6), Tennessee did 
not cancel these agreements on the representation it was unable to proceed 
with construction, but rather on the representation that sound business 
judgment dictated that it could no longer continue to remain contractually 
obligated to proceed in the face of the uncertainties with which it was con- 
fronted by reason of the decision in the Memphis case. In the notice of 
termination Tennessee advised the customers that a new precedent agree- 
ment would be submitted for their consideration which would provide for 
the additional natural-gas service each customer had requested and at the 
same time afford to Tennessee the necessary assurance that it would not be 
compelled to serve at other than just and reasonable rates. 

« 





* * * * ® a 





The three Consolidated system companies * * * rejected the new preced- 
ent agreements. Every other customer whose previous precedent agreement 
has been cancelled has executed the new precedent agreement, with the ex- 
ception of Inland Gas Corporation. However, Inland has assured Tennessee 
that the agreement will be executed shortly. 

The rejection by Consolidated had the effect of releasing 117,090 Mcf 
of the average daily capacity in G-11107 for sale to other customers of 
Tennessee. In view of Consolidated’s rejection, Tennessee offered this 
capacity to its other customers and 7{a) applicants on the same terms 
and conditions regarding rate protection under which it was offered to the 
Consolidated Companies. * * * 
7 























* * * * * = 





Tennessee will shortly file an application with the Commission requesting 
authority to make the specific sales to the several customers who have agreed 
to purchase the capacity which became available as a result of Consoli- 
dated’s rejection. 

Additionally, Tennessee has executed a new precedent agreement, dated 
March 17, 1958, with Midwestern which will supersede the earlier precedent 
agreement between the companies (Exhibit 396) upon the occurrence of 
certain contingencies relating to Commission authorization. * * * 

















While counsel for Tennessee and Midwestern state in their answer that 
Tennessee will file an application requesting authority to make sales to 
customers who have agreed to purchase the capacity the Consolidated Com- 
panies need for their own requirements, counsel are fully aware of the fact 
that such an application would constitute an amendment to its application in 
Docket No. G-11107 and that the Commission is in no position to accept such 
a filing in view of the provisions contained in paragraphs (D), (E), and (F) 
of the Commission’s order of March 29, 1957, setting the consolidated proceedings 
down for hearing, for these paragraphs forbid the filing, after fifteen days 
from the date of the issuance of that order, of any further amendment, supple- 
ment, modification, or additional interdependent application relating to any of 
the applications in the consolidated proceedings, including Docket No. G—-11107. 

The management of Tennessee, in the cancellation of the precedent agreements, 
appears to be proceeding upon the mistaken belief that the Commission is 
powerless to remedy the mischief it seeks to impose upon the Consolidated 
Companies. However, the Consolidated Companies are not confronted with the 
Hobson’s choice between (1) accepting the conditions laid down by Tennessee 
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or (2) being denied gas which the record shows, and Tennessee admits, is needed 
by them to meet their future requirements. Rather this is a matter in which 
the Commission has adequate authority, through its allocation and conditioning 
power (Section 7(e)), to require the carrying out of not only the original 
intentions of the contracting parties* but also the purpose for which the 
Docket No. G-11107 facilities are being constructed. Tennessee should not 
overlook the fact that its failure to deliver and sell the additional quantities 
of gas to the Consolidated Companies on the terms contemplated by the preced- 
ent agreements when executed might subject the Consolidated Companies to a 
greater degree of harm than Tennessee thinks it might incur by providing such 
supplies of gas, and that such failure of supply might expose Tennessee to a 
lawsuit by the Consolidated Companies for attempting to deprive the latter and 
their customers of large quantities of natural gas and profits. 

A party entering into contracts having a public impact cannot by reason of 
an unanticipated result in subsequent litigation to which it was not a party, 
but by which it may be adversely affected, avoid or escape the consequences of 
his conduct in having entered into such a contract and having obtained govern- 
mental authorization upon the basis of such executed contract (Phillips Pctro- 
leum Co. v. Wisconsin, 347 U.S. 672). These are circumstances in which one 
party to the contract may not be permitted to deprive the other party or parties 
thereto of the benefits of such contract because of a mistaken assumption as 
to its legal position at the time the contract was originally executed, particu- 
larly in the light of the economic commitments of each party to the contract 
and the public benefits necessarily involved. 

Tennessee cancelled the precedent agreements on the premise that if the 
additional service is provided, as originally contemplated, the Memphis decision, 
if affirmed by the Supreme Court, might entail a loss to Tennessee. Actually, 
of course, the rate is not immune to change. The rates applicable to such 
service would be subject to the same controls surrounding the rate for every 
service by a natural-gas company; that is, subject to review at any time under 
Section 5 of the Natural Gas Act. Tennessee and Consolidated Companies would 
be aware that the rate was subject to change upon a showing of justification 
for a change. 

The Examiner’s decision to be issued in Docket No. G-11107 will fully pro- 
tect the rights of the Consolidated Companies and their customers. Should it 
become necessary to do so, such decision will issue a certificate only upon the 
condition that Tennessee either provide the additional gas to the Consolidated 
Companies or remove from its plant accounts, and therefore from consideration 
in any future rate proceeding, the entire cost of the facilities being constructed 
co provide such service. 

Because the question presented is a legal question, and in view of the fact 
that justice can and will be done on the basis of the record as now made, the 
motion of the Consolidated Companies to reopen proceedings is denied. 


Francis L. HAtt, 
Presiding Examiner. 


3 The parties to the precedent agreement could not possibly have had the Memphis case 
in mind when they originally executed those agreements in August and September, 1956, 
for the Memphis decision was not handed down until November 21, 1957. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


NATURAL GAS PIPELINE CO. OF AMERICA, G-12399; CITIES SERVICE 
GAS CO., G-16217; PHILLIPS PETROLEUM CO, G-16280; MAGNOLIA 
PETROLEUM CO., G-16295, G-16296; AMERADA PETROLEUM CORP., 
G-16029 ; ANSON L. CLARK, ET AL., G-16382; CORNELL OIL CO., ET AL., 
G-16383; CHAMPLIN OIL & REFINING CO., G-14830; BOND OIL CORP., 
ET AL., G-16392; MAGNOLIA PETROLEUM CO., G-16393 ; CARTER-JONES 
DRILLING CO., INC., (OPERATOR), ET AL., G—16288; McCOMMONS OIL 
CO., ET AL., G-16376; HUDSON OIL CO., ET AL., G—16436; PHILLIPS 
PETROLEUM CO., (OPERATOR), ET AL., G-16439; GULF OIL CORP., 

G-16761; JOHNTOM OIL CO., INC., G-16375 





ORDER DENYING REQUEST OF OKLAHOMA NATURAL GAS COMPANY FOR REHEARING, STAY 
OF ORDER AND OTHER RELIEF 


(Issued January 30, 1959) 


















Oklahoma Natural Gas Company (Oklahoma Natural) filed on December 31, 
1958, an “Application and Petition for Rehearing, Stay of Order and other 
Relief”, which was amended on January 2, 1959. By these filings Oklahoma 
Natural claims that it is aggrieved by the Commission’s orders of December 
2, 1958, 20 FPC 776, and December 19, 1958, 20 FPC 859, issuing temporary certifi- 
cates in Docket Nos. G—12399, G-16217, G—16280, G—16295, G—16296, G-—16029, 
G-16382 and G-16383, and requests the Commission to vacate and set aside 
the temporary certificates issued in all the above entitled proceedings. Oklahoma 
Natural objects to the temporary certificates on the grounds that such authoriza- 
tions should not have been issued or if issued that a rate condition should have 
been imposed fixing the maximum charge. The applicant, Magnolia Petroleum 
Company, in Docket Nos. G—16295, G—16296 and G—16393 does not hold tem- 
porary certificates. 

On September 3, 1957, Oklahoma Natural’s petition to intervene in the above 
Docket No. G—12399, which was renewed on April 25, 1958, claimed that the 
granting of such a certificate would affect the price which it pays for gas in 
Oklahoma. Over objections filed by Natural Gas Pipeline Company of America 
(Natural), on September 27, 1957 and May 5, 1958, the Commission on July 
7, 1958, issued an order permitting Oklahoma Natural along with 14 other peti- 
tioners to intervene subject to the following condition: 

















That the participation of such interveners shall not be construed as recog- 
nition by the Commission that they or any of them might be aggrieved 
because of any order or orders of the Commission entered in these pro- 
ceedings. 


Oklahoma Natural has heretofore filed petitions to intervene in all of the 
above-named dockets except Docket Nos. G-16217 and G—16280, to which, in cer- 
tain of the above proceedings, objections to the petitions of Oklahoma Natural 
have been filed. 

The Commission even prior to the application of Natural in Docket No. G- 
12399, has been aware of the urgent need of gas in the Chicago area as evi- 
denced by previous applications. Upon the representation of Natural in the 
instant docket as to the emergency situation confronting it to assure mainte- 
nance of adequate service, the Commission issued temporary certificates to Nat- 
556—-794—-63—_11 
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ural on June 20, 1958, and July 9, 1958, for the construction of facilities only, 
and on December 2, 1958, issued further temporary certificates to Natural in 
Docket No. G-12399, which were amended on December 19, 1958, covering further 
construction and operation of the facilities for which temporary certificates 
were granted. The effect of these temporary certificates permits Natural and 
its supplier to meet the emergency situation above mentioned and such cer- 
tificates are specifically conditioned to be without prejudice to the final dis- 
position of the applications for certificates of public convenience and necessity 
as applied for. In addition, each of the temporary certificates issued to the 
producers supplying natural gas to Natural in Docket Nos. G—16029, G—16382 
and G—16383 are conditioned upon the refunding of any portion of the dif- 
ference, if any, between proposed initial rate of 16¢ per Mcf and the level of 
the rate which the Commission may find to be required by the public conveni- 
ence and necessity after hearing has been held on the applications. 


The Commission finds: 


Upon consideration of all the allegations made by the applicants for tem- 
porary certificates and the objections thereto, justification has not been shown 
by Oklahoma Natural for the granting of its request. 


The Commission orders: 


The application and petition for rehearing, stay of order and other relief filed 
on December 31, 1958, as amended on January 2, 1959, by Oklahoma Natural be 
and the same is hereby denied. 

Commissioner Connole dissenting. 

CoNNOLE, Commissioner, dissenting: 

Adequate stability for producer prices generally in the area and reasonable 
assurance that the particular sale would be made at prices shown to be re- 
quired by the public convenience and necessity were contained in our order 
issuing temporary authority to the producers who first sought authority to make 
the sale. This was the order issued December 2, 1958 in which I concurred. 

When one of the producers, Magnolia Petroleum Company, refused to accept 
a certificate if it would have required the Company to make the sale on terms 
required by the public convenience and necessity, the entire transaction was 
cast in a new mold. In its present shape, Natural Gas Pipeline Company of 
America and its customers will be taking on sales in reliance on an additional 
185,000 Mcf of natural gas per day, more than 20% of which (38,000 Mcf per 
day)* is available on the most tenuous terms. Cities Service is making these 
volumes available only because its system cannot immediately absorb this ad- 
ditional volume of gas. It is made available to Natural only on a one year 
basis. Unless Cities Service finds it “desirable”? this contract will not be 
extended. 

I believe there is insufficient basis for finding an adequate and assured gas 
supply here and for authorizing this service. Recall that when the authority to 
build these facilities with an 185,000 Mcf per day capacity was issued, the order 
limited operation to 100,000 Mcf per day because of lack of supply. At least 
as compelling reasons argue against authorizing the entire 185,000 Mcf per day 
service now, even on a “temporary” basis, in the face of this uncertain contract 
situation with Cities Service. 

The refusal of Magnolia to sell its natural gas, except on terms dictated by 
some unrevealed element of corporate preference, instead of by the public 


125,000 Mcf per day authorized in the order issued December 2. 1958 and 13,000 Mef 
per day authorized in the order of December 19, 1958, both in these proceedings. 
2 December 2 order, this docket, p. 2. 
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convenience and necessity has precipitated this unhappy situation. It illustrates 
the consequences of vacillation between willingness to serve as evidenced by its 
seeking a certificate, on the one hand, and on the other, unwillingness to serve, 
as evidenced by its refusal to accept the very certificate which it sought. This 
is particularly unfortunate when others have changed their position in reliance 
on the indicated willingness to serve and when the consequences are felt most 
keenly by the ultimate users, who have no voice at all in the corporate decision 
by Magnolia. 

Because the order we issued on December 19, 1959, amending our earlier order, 
did not properly recognize the radically changed conditions of this sale, I dis- 
sented from it. Because this order fails to correct that decision I dissent from it 
also. 

I make clear, however, that I see no infirmity, legal or factual, in the earlier 
order authorizing this sale on a temporary basis and affording complete pro- 
tection against prices not shown to be required by the public convenience and 
necessity. Neither this nor my earlier dissent can be interpreted as disapproval 
or change of position on that order, as issued. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
William R. Connole and Arthur Kline. 


TRUNKLINE GAS CO., G-15394; PAN AMERICAN PETROLEUM CORP., 
G-15438; PHILLIPS PETROLEUM CO., G-15471; PHILLIPS PETROLEUM 
CO., G-15472; UNION OIL COMPANY OF CALIFORNIA, G-15485; UNION 
OIL COMPANY OF CALIFORNIA, G—15486; UNION OIL COMPANY OF 
CALIFORNIA, G-15487; MICHIGAN GAS STORAGE CO., G-15827; THE 
SUPERIOR OIL CO., G-16147; NICKLOS OIL & GAS CO., G—16222; TIDE- 
WATER OIL CO., G-16267 ; PAN AMERICAN PETROLEUM CORP., G—16501 ; 
PAN AMERICAN PETROLEUM CORP., G—16502 


ORDER PERMITTING LIMITED PARTICIPATION AND DENYING INTERVENTION 
PENDING FURTHER ORDER 


(Issued January 30, 1959) * 


The Public Service Commission of the State of New York (Public Service 
Commission), on November 3, 1958, filed a notice of intervention in these 
consolidated proceedings pursuant to Section 1.8 of the Commission’s Rules of 
Practice and Procedure. On November 14, 1958, 20 FPC 720, after due con- 
sideration of said notice, the Commission issued an order denying the inter- 
vention of the Public Service Commission. Thereafter, on December 12, 1958, 
the Public Service Commission filed an application for reconsideration of our 
order denying intervention. Reconsideration was granted by order issued 
January 5, 1959. The matter is before us now on reconsideration. 

The notice of intervention filed by the Public Service Commission was as 
follows in its entirety : 


The Public Service Commission of the State of New York, a regulatory 
body of the State of New York having jurisdiction to regulate rates and 
charges for the sale of natural gas within said State, hereby gives notice 
that it intervenes in these proceedings. 


The notice contained no allegations to show that the Public Service Commission 
is an “interested State commission” entitled to intervene as a matter of right 
as provided by Section 1.37(f) of the Commission’s Rules. Furthermore, an 


*Rehearing denied March 26, 1959; infra, p. 394; affirmed April 28, 1960, 284 F. 2d 200. 
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examination of the applications for certificates filed by the above-named appli- 
ecants in these proceedings revealed that the natural gas proposed to be sold, 
transported and delivered for resale will not be transported, resold or con- 
sumed within the State of New York, and that none of said applicants owns or 
operates natural gas facilities within said State. 

A little over a year ago, the Public Service Commission filed a notice of 
intervention in Southern Natural Gas Company, et al., Docket No, G-11234, 
et al. Its notice there alleged (1) that the gas proposed to be sold to and 
purchased by Southern Natural Gas Company (Southern) would not be resold 
or consumed in the State of New York; (2) that Southern did not sell any 
gas in said State either directly or indirectly; and (3) that the sale of that 
portion of the gas produced in St. Bernard and Plaquemines Parishes at the 
prices proposed could have serious effects upon the future prices of gas in 
New York. In that case we denied intervention by an order similar to our 
November 14, 1958, order in these proceedings. On August 16, 1957, we issued 
an order in the Southern case, 18 F.P.C. 179, denying in part and dismissing 


in part the Public Service Commission’s application for rehearing. We there 
found that: 


* * * the basic premise of Petitioner that every pleading filed by a State 
commission and bearing a caption of “Notice of Intervention” and reciting 
that it is filed pursuant to Section 1.8(a) of the Rules, is in fact and in 
law a filing as of right regardless of the allegations or averments con- 
tained therein is to obviously erroneous as to not warrant further 
discussion. 


We further found that the application for rehearing in that case presented no 
new questions of law or fact which had not already been considered in denying 
intervention, and that Petitioner was not an interested State commission 
within the meaning of Section 15(a) of the Natural Gas Act or Section 1.37(f) 
of the Rules of Practice and Procedure. 

In the present proceedings it did not appear from either the allegations 
made by the Public Service Commission in its notice of intervention or from 
our own examination of the certificate applications that the Public Service 
Commission had any direct or immediate interest which would qualify it as 
an interested State commission entitled to intervention as a matter of right. 
We therefore denied the Public Service Commission’s intervention. Denial of 
intervention in such a case is not only required by the Commission’s Rules, 
but is required in the public interest to avoid unnecessary expense and delay 
in the conduct of proceedings before the Commission. 

The Public Service Commission in its application for reconsideration now 
seeks to eStablish its status as an interested State commission which may 
intervene as a matter of right. It alleges, inter alia, that the initial prices 
here involved, if certificated, would establish new high plateaus in two areas 
of Texas and Louisiana which are important buying areas for the three pipe- 
lines serving New York State; that certification of these new high prices would 
immediately drive the price of uncommitted reserves in the areas up to the 
certificated levels, with the result that pipelines purchasing in these areas 
must forego acquiring new reserves or submit to equivalent prices, not only 
for additional acquisitions but also, through the triggering of favored nations 
clauses in existing contracts, for gas previously committed to their use; that 
in any future certificate proceeding involving proposed sales at equivalent 
prices to a New York-serving pipeline, the Public Service Commission will be 
met with the contention that the certificates issued in these proceedings justify 
issuance of similar certificates; that despite its theoretical right to press its 
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interests in other, subsequent proceedings, it will be “bound” in every practical 
sense by the determination reached here; and that its interests are inadequately 
represented by the present parties. 

We believe that the Public Service Commission’s application for reconsidera- 
tion contains sufficient allegations of interest not heretofore presented by its 
notice of intervention that it should be permitted to participate for the limited 
purpose of making a showing, in support of its allegations, to establish that it 
has a Sufficient interest and that its intervention will be in the public interest. 


The Commission orders: 


(A) The Public Service Commission of New York is hereby permitted to 
participate in the above-entitled proceeding for the limited purpose and only 
insofar as necessary to enable it to make a showing in support of the allegations, 
made in its application for reconsideration of the Commission’s order issued 
November 14, 1958, denying intervention, to establish that it has a sufficient 
interest and that its intervention will be in the public interest. 

(B) Intervention by the Public Service Commission of New York is not 
permitted until further order of the Commission pursuant to motion based upon 
the showing made pursuant to paragraph (A), supra. 

Commissioners Connole and Stueck stated they would have permitted full 
intervention on the record made by the pleadings, but concur in this order to 
avoid denial of intervention by operation of law. 

Commissioner Kline dissenting. 

Kunz, Commissioner, dissenting: 

I would deny outright and without further proceedings the requested inter- 
vention of the New York Public Service Commission. In determining whether 
the New York Public Service Commission is an “interested” party, we must 
consider many factors. These include such questions as: what is the nature 
of the alleged interest, is the interest a present and existing interest or a remote 
and speculative interest, is the alleged interest adequately protected and repre- 
sented by other parties to the proceedings, will other effects of granting inter- 
vention be so detrimental to the public interest as to justify a denial of inter- 
vention. 

In its petition for reconsideration, the New York Public Service Commission 
bases its right to intervene on the ground that the prices proposed to be paid 
to the producers by the pipeline are 22¢ in Louisiana and 20¢ in Texas Railroad 
District No. 3, as compared with prices of 18¢ and 1414¢ respectively, paid by 
pipelines serving the New York area. It is not alleged that these prices are 
unjust or unreasonable or that they are so high as not to be required by the 
public convenience and necessity. If such an allegation were made, there would 
be two ready answers for it. In the first place, the New York Public Service 
Commission is not concerned with the justness and reasonableness of prices 
in Michigan or in what price is required by the public convenience and necessity 
of the Michigan market. In the second place, the staff of the Federal Power 
Commission and the Michigan Public Service Commission and municipalities 
which have intervened in this proceeding are all concerned with this issue, and 
there will be adequate representation on this issue by parties now in the case. 

The first alleged ground upon which the New York Public Service Commission 
seeks to intervene is that the highest price currently being paid by pipelines 
serving the New York area to producers in Louisiana is 18¢ and to producers in 
Texas Railroad District No. 3 is 1444¢, and if certificates are granted in this 
proceeding, the prices to the New York public will be increased by reason of 
redetermination clauses contained in the contracts of the pipelines serving the 
New York area. The second alleged ground is that certification of this project 
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at the proposed prices will result in driving up the price so that pipelines serving 
the New York area must either forego acquiring new reServes or submit to 
the payment of a like price. 

The allegation that certification of the sales at the proposed prices will result 
in increases in the price of gas in New York by virtue of redetermination 
provisions contained in the contracts of pipelines serving the New York area 
is wholly without merit. The present filed rates of 14144¢ in Texas and 18¢ 
in Louisiana may be increased only with the approval of this Commission after 
a hearing in which the New York Public Service Commission has a right to 
participate and to appeal to the courts. If such increases under redetermination 
clauses are unjust and unreasonable, they will not be allowed. True, increased 
rates may go into effect and the New York public may be required to pay in- 
creased rates until the just and reasonable rate has been determined in a rate 
iproceeding, but any amount over a just and reasonable rate will ultimately 
be refunded to the New York consumer. If the staff of the Commission was not 
obliged to spend so much time in long and protracted certificate proceedings 
listening to repetitious cross-examination by intervenors and their time instead 
devoted to rate matters, the time in which an unjustified rate increase remained 
in effect could be materially shortened. 

In connection with the question of redetermination of prices, it might be 
observed (1) that the New York Public Service Commission has never objected 
to such clauses but has, in effect, consented and acquiesced to them by support- 
ing certificate applications based upon contracts containing such clauses, (2) that 
although the New York Public Service Commission was an intervenor in the 
matter of Transcontinental Gas Pipe Line Corporation, Docket Nos. G—13143, 
G-13169, et al., and that in those dockets the Consolidated Edison Company 
of New York sought to purchase gas in Texas Railroad District No. 3 at a price 
of 1914¢ per Mcf for the New York market, and the New York Public Service 
Commission offered no objection to the purchase at that price even though it 
would have the same effect upon the price paid by New York consumers under 
the redetermination clauses as is contended would result here. 

The other alleged ground, namely, that the certification of these sales at new 
high prices would result either in the New York pipelines having to forego making 
further purchases or to pay a like price, is based wholly upon speculation and 
upon assumptions of what will occur in the future that are impossible of proof. 
It assumes contrary to every bit of direct evidence contained in this Commission’s 
files that if this sale is certificated at this price, the New York pipelines must 
immediately begin paying the same price for gas for the New York market.’ It 
is based upon countless other assumptions, such as assumptions that pipelines 
serving the New York area will continue to buy in Louisiana and Texas rather 
than in some other area where gas may be discovered, and that the supply and 
demand situation in this area will continue in the same relative status as at 
present since such factors as new discoveries of gas in the area might radically 
change the supply and hence the initial contract price of the gas. 


1The statement that “any certification at a new high price immediately drives the price 
of uncommitted reserves in the area up to the certificated level” is not only sheer specu- 
lation but is a wholly unwarranted conclusion. In Vermilion Parish, one of the pur- 
chasing areas here involved, a new high price of 20¢ was set in 1953 when this Commis- 
sion certificated the Gulf Interstate Pipe Line Company which had purchased huge quan- 
tities of gas in the Erath Field. Despite the purchase in 1953 at this price, all other 
filings made with this Commission in the years 1953 to 1955, inclusive, were at substan- 
tially lower prices. In 1956, of six filings for sales of gas from Vermilion Parish, five 
were at 18¢ or below. In 1957, seven filings were made, all below the 20¢ figure and 
five of these below 18¢. I have used Vermilion Parish as an example, but it is typical 
of the other areas here involved. 
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It is true that the certification of this sale at this price, together with the 
certification of other sales by this Commission and state commissions at similar 
prices, will doubtless have some effect on the sales of other gas in the area. Itis 
likewise true that the purchase of large quantities of pipe required for the building 
of this pipeline in a market governed by the economic laws of supply and demand 
will conceivably have some effect on the price to be paid by New York pipelines 
for pipe for their own lines in the future. Changes in the price of steel affect 
the price of gas to the consumer fully as much as changes in the price paid the 
producer of gas.*_ If the New York Commission is permitted to intervene on the 
question of the price of gas to be paid in Louisiana by a pipeline serving the 
Michigan area, then certainly any user of steel anywhere in the country should 
likewise be permitted to intervene on the ground that the use of the steel in the 
pipe has some remote and speculative bearing on the price which that user of steel 
may have to pay sometime in the future. 

There are other matters which we must consider in determining whether 
sufficient interest has been shown by the New York Commission in this proceed- 
ing. The increasing number of parties and intervenors in certificate proceedings 
has presented the Commission with a serious administrative problem. In almost 
every certificate proceeding of any consequence, there are a score or more of 
parties and in some cases the number exceeds one hundred.* The large number 
of parties to these proceedings has resulted in prolonged delays and in the pro- 
ceedings becoming so complex that the entire process of certificating natural gas 
companies is becoming bogged down. In the present case, we have in addition 
to the 15 applicants, the Federal Power Commission staff and 16 intervenors 
including the Michigan Public Service Commission, a total of 32 parties. If the 
State of New York has a sufficient interest to intervene here, then every state 
and municipality in which gas purchased in this area is, or may in the future be, 
used, every pipeline purchasing or planning to purchase gas in this area, and 
every distributing company using or planning to use gas purchased in this area 
has a right to intervene in this proceeding. 

In the past the Commission has consistently refused to grant intervention 
under allegations such as are made here. In the matter of Southern Natural 
Gas Company, Docket Nos. G—11234, et al., 18 FPC 179, the Commission denied 
intervention to the New York Public Service Commission under circumstances 
almost identical to those existing in this case. Again, in the matter of Houston 
Texas Gas and Oil Corporation and Coastal Transmission Corporation, Docket 
Nos. G—9262, et al., 15 FPC 1570, the Commission denied eight distributing and 
pipeline companies the right to intervene. Their alleged interest in the pro- 
ceeding was substantially the same as the interest here alleged by the New 
York Public Service Commission. In disposing of this issue the Commission 
said: 


We recognize the desire of distribution companies throughout the United 
States to assure to themselves adequate supplies of natural gas at the lowest 
reasonable rate. Petitioners’ assertions here as warranting granting inter- 
vention in these proceedings, however, presuppose, inter alia, complete 


*In Washington, D.C., a domestic consumer using gas for househeating purposes pays 
in the neighborhood of $1.40 per Mcf. The average cost of gas paid by Tennessee Gas 
Transmission Company, one of the principal suppliers of the Washington area, to pro- 
ducers is 12.8¢ per Mcf. Accurate figures for the cost of steel for pipe used by pipeline 
and distributing companies are not available but take a larger proportion of the domestic 
consumer's dollar than does the price paid the producer for gas. 

3In the last certificate case in which we granted oral argument, American Louisiana 
Pipe Line Company, et al., Docket Nos. G—2306, et al., there were 152 parties and 37 
attorneys participated in the oral argument. 
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abnegation by us of our duties to regulate rates at which independent 
producers sell natural gas to transmission companies and failure by us to 
be alive to the protection of the public interest. 

Clearly, the interest asserted, based as it is upon assumption and con- 
jecture regarding events which may never occur, is not immediate or sub- 
stantive and does not require allowance of intervention. We conclude, 
therefore, that, in the premises, such petitions do not reflect an interest 
which moves us in our discretion to allow interventions. Accordingly, 
these petitions to intervene will be denied. 


In my opinion, the public interest will better be served by denying the inter- 
vention of the New York Public Service Commission and holding firm to a policy 
which will tend to expedite certificate proceedings rather than to open the 
floodgates and permit interventions of this kind. I have no doubt but that in 
the future we will have numerous interventions of this type in almost every 
major certificate proceeding. 

It is probably true that the order entered here will ultimately result in denial 
of intervention by the New York Public Service Commission. Since the alleged 
grounds of intervention are based not upon facts but wholly remote and 
speculative conclusions which cannot be proven, I would deny the intervention 
outright rather than to send it back to the examiner to hold a hearing on this 
question. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, G-—13143, G—13590, 
G-13745; NEW YORK STATE NATURAL GAS CORPORATION, TEXAS 
EASTERN TRANSMISSION CORPORATION, TRANSCONTINENTAL GAS 
PIPE LINE CORPORATION, G-13793 


ORDER DENYING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY AND REVERS- 
ING IN PART INITIAL DECISION OF PRESIDING EXAMINER 


(Issued January 30, 1959) * 
Syllabus 


. Public convenience and necessity does not require authorizing a transaction 
involving the purchase of gas by a power or distributing company in the 
field, and the transportation of such gas by a natural gas pipeline company, 

since this in effect would avoid Commission regulation of the producer 
rate, and would result in upward pressure on rate levels in the field. 
P. 141. 

. End use of gas is a factor to be considered in applying the standard of pub- 

lic convenience and necessity to a case involving the “transportation” of 
gas. P.142. 

. Authorization to transport natural gas for sale as boiler fuel denied, where 
the other elements of public convenience and necessity outweigh the benefits 
which would likely flow from authorizing this inferior usage of natural 

gas. P.142. 

. Absent unusual circumstances, when the project depends heavily on potential 

industrial customers for its feasibility, relatively firm commitments from 
such customers should be required. P. 143. 

. Justification for Lynchburg project is further weakened by the proposed 

end use of the gas, and by uncertainties as to the project’s economic 
feasibility. P. 148. 


*Initial decision appears in 20 FPC 303. Designated Commission Opinion No. 315—A. 
Rehearing denied by order issued March 26, 1959, infra. p. 399. Reversed, 271 F. 2d 
942 (1959) ; affirmed sub nom. F.P.C. v. Transcontinental Gas Pipe Line Corp., 365 U.S. 1 
(1961). 
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6. Commission recognizes the importance of protecting the pioneer certificated 
supplier from the prospect of substantial harm to its operations arising 
from certification of another company to supply gas to a customer, or to an 
area already being adequately served or capable of being served by the 
company already certificated. P. 143. 

7. Commission denies Transco’s certificate applications under Section 7 of the 
Natural Gas Act. P.144. 
Commissioner Hussey dissenting. 
Commissioner KLINE concurring. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


OPINION 


By the Commission’s Opinion No. 315 and accompanying order issued herein 
September 4, 1958, 20 FPC 264, in passing on the presiding examiner’s initial 
decision issued July 9, 1958, 20 FPC 303, and exceptions thereto, we granted 
Transcontinental Gas Pipe Line Corporation (Transco) a certificate of public 
convenience and necessity under Section 7(e) of the Natural Gas Act (Act) 
authorizing the major part of the system expansion the company proposed in 
these proceedings. We deferred decision, however, on two questions which we 
shall here decide: (1) whether to grant a request by Transco for a certificate 
under Section 7(e) authorizing a combined gas transportation and peaking 
service under a proposed Rate Schedule X-20, involving, inter alia, the trans- 
portation of 50,000 Mcf of gas per day for the consolidated Edison Company of 
New York, Inc. (Consolidated Edison), which would purchase the gas from 
producers in the field and use it as boiler fuel for generating electricity and pro- 
ducing steam for steam heat in its Waterside No. 2 Plant in mid-town Man- 
hattan; and (2) whether to grant a request by a Virginia distributing company, 
Lynchburg Gas Company, that Transco be authorized under Section 7(e) to 
sell 6,500 Mcf per day of gas to Lynchburg Gas Company’s subsidiary, Lynch- 
burg Pipe Line Company, which would in turn sell interruptible gas to an in- 
dustrial user, the Mead Corporation, for boiler fuel, and during peak periods 
to Lynchburg Gas Company for resale. 

The Commission's staff recommended against the former and in favor of the 
latter project, with certain conditions. The presiding examiner would grant 
them both, subject to certain qualifications. In our view, neither project should 
be authorized, for the reasons hereinafter set forth. 

Considering first Transco’s proposed X-20 service to Consolidated Edison, 
Transco seeks permission to construct and operate 50,000 Mcf of daily capacity 
costing an estimated $20,000,000, wherewith to render under a proposed Rate 
Schedule X-20 what may be described as three natural-gas services to Consoli- 
dated Edison. First, Transco would transport for Consolidated Edison up to 
50,000 Mcf per day of gas, denominated “transportation” gas, purchased by 
Consolidated Edison from producers in Texas, for not less than 305 days of the 
year, to be used in Consolidated Edison’s Waterside No. 2 generating station in 
Manhattan for boiler fuel. Second, Transco would sell to Consolidated Edison 
up to 50,000 Mcf of gas per day for 60 days or less of the year from Transco’s own 
reserves, to be resold by Consolidated Edison to meet its peak loads or for other 
uses, since such gas is not restricted as to its disposition. This gas, which is 
referred to as “consumer” gas, Transco is required to make available at Con- 
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solidated Edison’s request in lieu of “transportation” gas.’ Third, insofar as 
deliveries of “consumer” gas displaced “transportation” gas, Consolidated Edison 
would be entitled to receive delivery of equivalent volumes of “transportation” 
gas when Transco has capacity available. This gas has been referred to as 
“displaced” gas and would be gas purchased by Consolidated Edison in the field 
from producers. 

The Commission’s staff and certain interveners oppose the issuance of a 
certificate for this service for a number of reasons. They argue, first, that the 
public convenience and necessity does not require authorizing a transaction of this 
character, involving the purchase of gas by a power or distributing company in 
the field and the transportation of such gas by a natural-gas pipeline company 
to the market, since this in effect would avoid Commission regulation of the 
rate for the sale of the gas by the producer and could thus defeat an important 
purpose of the Natural Gas Act of protecting the consumer from excessive rates, 
and thus be contrary to the public interest. It is argued that if we authorize this 
transaction, other companies may seek similar or extended arrangements to the 
detriment of the rate payer.’ 

Second, it is argued that this and similar proposals could have effects on the 
operation of pipeline facilities detrimental to the interests of the consumer, since 
such proposed service would involve the pre-emption of capacity which would 
otherwise be available for the use of domestic and commercial customers. For 
example, it is argued that Transco’s proposed X-20 service, if carried to the 
extreme of 120,000 Mcf per day contemplated by Consolidated Edison, would 
substantially offset the benefits of the Leidy Storage project authorized in our 
Opinion No. 315. 

Third, it is argued that purchases in the field of this character, since not sub- 
ject to Commission jurisdiction, would tend to give rise to increased prices in 
the field, to the detriment of pipeline purchasers seeking to buy gas to serve 
domestic and commercial users, and thus be contrary to the public interest. 

Fourth, it is argued that the transportation gas under the X-20 proposal 
would be used principally for boiler fuel in generating electricity, an inferior 
use which should not be permitted absent a positive showing under our Opinion 
No. 250 in the Mississippi River Fuel Corporation case, 12 F.P.C. 109, 112 (1953), 
and that such a showing has not been made. It is argued that the end use of 
this gas for boiler fuel, when considered along with the other elements of public 
convenience and necessity as contemplated by our order issued December 15, 
1955, in Matter of Transcontinental Gas Pipe Line Corporation (on Reopening), 
Docket No. G—1783, is not justified by the claimed benefits of alleviating air pol- 
lution resulting from the use of coal under certain of Consolidated Edison’s 
boilers. It is argued that there is no substantial evidence of harm to persons 
or structures by reason of such air pollution, and that Consolidated Edison over 
the years has not exhausted other possibilities for relieving the smoke nuisance. 
And it is contended that in any event, the desirability of conserving this natural 
resource for the use of the many customers dependent thereon for superior uses 
outweighs such benefits as would accrue to the relatively few who would benefit 
from the abatement by this means of the smoke from Consolidated Edison’s 
boilers. 

The decision we must make in this case is a particularly difficult one, since 
it involves fact and policy considerations not encountered in the usual case, the 


1Transco’s cost allocation exhibit in these proceedings (Exhibit 18) shows annual 
sales of 912,500 Mcf of “consumer” gas, or the equivalent of only 1814 days’ use of the 
50,000 Mef of capacity. 

2In fact, Consolidated Edison and Transco contemplate increasing the X-20 service 
to 120,000 Mcf of gas per day. 
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weight of which is difficult to determine. Militating in favor of the X-20 serv- 
ice is the fact that most of the conventional requirements of public convenience 
and necessity—matters of markets, facilities, gas supply, and to a substantial 
extent, rates °—are satisfied. Likewise, the idea of relieving the United Nations 
headquarters of an unpleasant and annoying smoking nuisance from the particu- 
lar boilers in which this gas is proposed to be burned is an appealing one. 

This case involves more than merely the conventional requirements of public 
convenience and necessity. Opposing the grant of the X-—20 service are a num- 
ber of important factors, chiefly policy considerations. In our judgment, coun- 
tervailing factors suffice to tip the balance against the grant of the authority 
requested by Transco. 

Certainly, if we were to grant this request we would soon be confronted with 
many requests of the same general character and granting the X-20 proposal, 
we would have no fair or rational basis for denying similar such requests. 
Likewise, the authorization of this and like proposals would pre-empt for this 
usage capacity which would otherwise be available to meet more urgent and 
widely beneficial public needs, even though the bare authorization here sought 
would not of itself entirely nullify the Leidy Storage project. 

Gas distributing companies may find it to the advantage of their customers to 
seek their new sources of gas in the field rather than to rely on pipeline suppliers 
todoso. But there are risks of grave disadvantage as well. 

The impact of large demand on relatively limited supply is certain enough to 
raise rates and field prices if only one bidder is bringing that demand to bear 
on the supply. How much more serious is that impact when it is in the form 
of multiple bidders, each attempting to reserve to itself a firm supply. Inev- 
itably, there would be upward pressure on rate levels in the fields. We do 
not believe we ought to encourage such when it is unnecessary. But there is at 
least one other drawback. 

Large purchasers of gas, like Consolidated Edison, can readily compete with 
pipelines for gas purchases. Here, for example, out of approximately 100 mil- 
lion Mcf that is proposed ultimately to be brought through Transcontinental’s 
lines for Consolidated Edison’s use in 1961,‘ almost 44 million Mcf would be 
under a purchase-contract carriage arrangement.’ That is the equivalent to a 
pipeline of about 120,000 Mcf per day capacity at 100% load factor. But the 
smaller purchaser may not be as fortunate. He will have to rely on the pipe- 
line supplier. And how long the pipeline can continue to buy in competition 
with nonjurisdictional, large volume purchasers, or indeed, how willing it might 
be to undertake such less desirable service, is at least a question. 

These are all factors that weigh against the grant. They would confound and 
make more difficult a decision in such a case as this even if the gas were to be 
used for a demonstrably superior use. But when the purpose for which the 
sale would be made is something less than desirable, they take on more serious, 
even controlling, significance. 

It is true that we have in exceptional instances authorized the transportation 
by pipeline companies of natural gas purchased by power companies as boiler 
fuel. See, e.g., Commission Opinion No. 301 issued December 28, 1956, in the 
Houston, Texas Gas and Oil Corporation case, 16 F.P.C. 118.° In such cases, 


*The rate for the transportation of the “displaced” gas has not been substantiated on 
the record, however. 

* This volume is arrived at by subtracting from the total of 109,000 million Mcf shown 
by Exhibit No. 22, Sheet 11, volumes which Consolidated Edison would secure from sources 
other than Transco. 

5 Exhibit No. 22, Sheet 11, Docket No. G—13590, supra. 

* There we pointed out that it was the atypical conditions prevailing in Florida which 
justified authorizing the transportation of huge volumes of gas purchased by power com- 
panies in the field for use as boiler fuel. 
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however, there were present offsetting benefits to the public which outweighed 
the detriments of the service—for example, the making possible of a new fuel 
supply to a region lacking in native fuel resources as in the Houston, Teras case, 
or some other substantial benefit. However, in this case there are no such 
substantial benefits to the consuming public to outweigh the detriments cited 
above. Onsuch a record, we must deny the permission requested. 

With respect to end use, the presiding examiner took the position, in con- 
cluding to authorize Transco’s X-20 proposal, that the end use of gas is not 
a factor to be considered in applying the standard of public convenience and 
necessity to a proposed transportation, so long as the end use has no relation- 
ship to or effect on any jurisdictional service. On the alternative that end use 
is to be considered, however, the presiding examiner was of the view that the 
X-20 service should be denied. 

Although we agree that the X-—20 service should be denied, we disagree with 
the presiding examiner’s conclusion that end use is not to be considered in a 
case of this kind. The Court of Appeals for the District of Columbia Circuit 
held in National Coal Association v. F.P.C., 191 F. 2d 462, 467 (1951) that, with 
respect to a “sale”’of gas, end use is an element to be considered in the “com- 
plex” of public convenience and necessity, although not a determinative factor, 
and we have similarly held.’ And we see no justification for concluding that 
the same is not true in the case of the “transportation” of gas, to which the 
standard of public convenience and necessity is equally applicable under the 
statute. Cf., Panhandle Eastern Pipe Line Co. v. F.P.C., 232 F. 2d 467 (C.A. 8, 
1956), cert. den., 352 U.S. 891. Accordingly the presiding examiner’s contrary 
determinations on this issue with respect to the scope of Section 7(e) should 
be reversed. 

The present facts do not support the boiler fuel usage proposed here, however, 
for the reasons stated herein. As set forth in the foregoing discussion, the 
other elements of public convenience and necessity outweigh the benefits which 
would likely flow from authorizing this inferior usage of this gas. Although 
as indicated, the idea of ameliorating a smoke condition found unpleasant and 
annoying by the workers in a unique facility, the United Nations headquarters 
building, is an attractive one, more weighty considerations compel the denial 
of the grant. In fact, the Waterside station consists of two plants, in only 
one of which, Waterside No. 2, does Consolidated Edison propose to burn the 
50,000 Mcf of gas per day proposed to be transported by Transco. Further- 
more, the gas would be burned in only eight boilers at that plant. In addition, 
the increased volumes of gas which it is contemplated would in the future be 
transported by Transco—the X-20 proposal contemplates the transportation 
ultimately of some 120,000 Mcf of gas per day—would not be used at the 
Waterside station at all but would, it appear, be burned at some other facility. 
In addition, of the volumes of gas to be utilized by Consolidated Edison in 1960 
aggregating some 105,874 MMcf, only 46,560 MMcf would be for natural-gas 
sales, as compared with some 55,624 MMcf, or over half, which would be burned 
beneath Consolidated Edison’s boilers. These facts further substantiate the 
conclusion that the certificate requested herein should not be granted. 

In view of our denial of Transco’s proposed X~-20 service, it is unnecessary to 
discuss the several exceptions to the presiding examiner’s decision to grant this 
service. 

The other matter deferred in Opinion No. 315, to which we now turn, involves 
the request of Lynchburg Gas Company (Lynchburg Gas), a distributing com- 


7™See Commission order issued December 15, 1955, In the Matter of Transcontinental 
Gas Pipe Line Corporation (on Reopening), Docket No. G—17838, 14 FPC 428. 
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pany presently serving Lynchburg, Virginia, that the Commission authorize 
Transco to make available to Lynchburg Gas through the latter’s subsidiary, 
Lynchburg Pipe Line Company (Pipe Line), 6,500 Mcf of gas per day under 
Transco’s CD-2 rate schedule, which Transco is agreeable to supplying. Pipe 
Line would buy the gas from Transco and sell up to 6,500 Mcf per day to the 
Mead Corporation, a paper company, for boiler fuel but on peak days would 
sell firm gas to its parent company, Lynchburg Gas, as required. Lynchburg 
Gas’ present supplier, the Atlantic Seaboard Corporation (Atlantic Seaboard), 
opposes this so-called Lynchburg proposal. 

Consistent with staff’s recommendations, the presiding examiner in his 
initial decision issued July 9, 1958, would grant this request, but without a 
condition recommended by staff. Here too we are of the view, as indicated pre- 
viously, that this request should be denied and accordingly the presiding examiner 
should be reversed on this issue. 

Atlantic Seaboard in its briefs and exceptions takes the position that the 
Lynchburg proposal has not been sustained on the record. It argues that no 
evidence was presented to establish the existence of a market for the gas pro- 
posed to be delivered by Transco to Pipe Line, an essential element of public 
convenience and necessity. It points out that the Lynchburg proposal is vitally 
dependent on one large industrial customer, the Mead Corporation, but that Pipe 
Line has no contract with Mead and no witness for Mead was ever presented. 
Likewise, it contends that the financibility of Pipe Line has not been sufficiently 
established. 

In addition, Atlantic Seaboard argues that its capacity to serve Lynchburg Gas 
and to expand to meet the latter’s future requirements is evidenced by Atlantic 
Seaboard’s history of dependable and increased service, and that claimed de- 
ficiencies in service from Atlantic Seaboard are not substantiated. Further, 
it contends that the Lynchburg proposal would give rise to expenses not justified 
by the revenue prospects of the proposal, particularly in view of market 
uncertainties, so that Lynchburg Gas’ claim of savings to its customers has no 
foundation. 

Finally, Atlantic Seaboard argues that it would lose base load sales if the 
sale by Transco to Pipe Line were authorized, since Pipe Line would have to 
make up the likely unrealized takes of the Mead Corporation by increasing sales 
to Lynchburg Gas, in order to preserve the economic integrity of the affiliates, 
Lynchburg Gas and Pipe Line; and that Atlantic Seaboard would have to bear 
the brunt of curtailments in Atlantic Seaboard’s sales to Lynchburg Gas on 
this account. And it contends that, in any event, in the absence in evidence of a 
contract with the Mead Corporation, it is impossible for the Commission to find, 
as the examiner held, that Atlantic Seaboard would suffer no injury from the 
authorization of the Lynchburg proposal. And it asserts the existence of a 
number of procedural obstacles to authorizing Transco to sell gas to Pipe Line. 

We are of the opinion that, as Atlantic Seaboard contends, the requested 
sale by Transco to Pipe Line has not been sustained on this record. Each of 
the above objections has weight, and in sum they preclude the authorization 
of the Lynchburg proposal. We think that, absent unusual circumstances, when 
as here the project depends heavily on potential industrial consumers for its 
feasibility, relatively firm commitments from such customers should be required. 
Such are lacking here. The justification for this project is further weakened 
by the proposed end use of the gas, by uncertainties as to the project’s economic 
feasibility, and by its questionable effect upon the operations of Atlantic Sea- 
board, which to date appears to have rendered adequate service in this area. 
We recognize the importance of protecting the pioneer certificated supplier 
from the prospect of substantial harm to its operations arising from certifica- 
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tion of another company to supply gas to a customer or to an area already being 
adequately served or capable of being served by the company already certificated. 
We conclude that the evidence in this case does not sufficiently support the 
sale by Transco to Pipe Line requested by Lynchburg Gas. 

In view of the foregoing, Lynchburg Gas’ “Petition for clarification, severance 
and expedition” filed herein on September 16, 1958, should be denied. 


The Commission further finds: 


(1) Transcontinental Gas Pipe Line Corporation, a Delaware corporation 
having its principal place of business in Houston, Texas, is engaged in the trans- 
portation and sale of natural gas in interstate commerce, and is a “natural- 
gas company” within the meaning of the Natural Gas Act, as the Commission 
has heretofore found. 

(2) The transportation of gas in interstate commerce proposed by Transco, 
and the construction and operation of the facilities therefor, as described 
herein, in the company’s application, and in the record in this case; and the sale 
by Transco to Lynchburg Pipe Line Company, as described herein, in Lynch- 
burg Gas Company’s petition to intervene, and in the record in this case, are 
subject to the jurisdiction of the Commission and to the requirements of sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Transco’s application for a certificate authorizing the transportation of 
gas in interstate commerce to render service to Consolidated Edison under 
Transco’s proposed Rate Schedule X-20, and the construction and operation of 
facilities therefor, as described above, is not required by the public convenience 
and necessity and should be denied. 

(4) The sale by Transco to Lynchburg Pipe Line Company, as described 
above, is not required by the public convenience and necessity and would be 
contrary to the public interest and should be denied. 

(5) The presiding examiner's initial decision issued herein on July 9, 1958, 
should be reversed with respect to the matters and issues deferred in Opinion 
No. 315 and accompanying order issued September 4, 1958, as hereinabove de- 
scribed ; and exceptions to the said initial decision, except to the extent herein- 
above granted, should be denied. 


The Commission orders: 


(A) Transcontinental Gas Pipe Line Corporation’s application for a certifi- 
cate of public convenience and necessity authorizing the transportation of nat- 
ural gas in interstate commerce to render service to Consolidated Edison under 
Transco’s proposed Rate Schedule X—20, and the construction and operation of 
facilities therefor, as hereinabove set forth, is hereby denied. 

(B) Lynchburg Gas Company’s request that Transco be authorized to sell and 
deliver gas to Lynchburg Pipe Line Company, as described above, in Lynch- 
burg Gas Company’s petition to intervene, and in the record in this case, is 
hereby denied. 

(C) Lynchburg Gas Company’s “Petition for clarification, severance and ex- 
pedition” filed herein on September 16, 1958, is hereby denied. 

(D) The presiding examiner’s initial decision issued herein on July 9, 1958, 
is hereby reversed with respect to the matters and issues deferred in Opinion 
No. 315 and accompanying order, as hereinabove described; and exceptions 
to the said initial decision, except to the extent hereinabove granted, are hereby 
denied. 

Commissioner Kline concurs in the result but not in all of the reasons ad- 
vanced in support thereof. 

Commissioner Hussey dissenting. 





FEDERAL POWER COMMISSION 145 


Hussey, Commissioner, dissenting: 


I respectfully dissent from the opinion of the majority in this case insofar 
as it applies to the service by Transco to Consolidated Edison under the pro- 
posed rate schedule X-20. I believe that the opinion goes beyond the record in 
this case and that some of the conclusions are not sustained by the evidence. 

All of the factors usually considered in determining public convenience and 
necessity have been satisfied in this case. There is an adequate supply of gas 
for the service, there is a firm demand and market for the gas, the facilities 
proposed are adequate, the project is economically feasible, the rate is fully 
compensatory, the additional services will improve the load factor of Transco’s 
pipeline, and will make available additional volumes of gas for peaking loads. 

The Courts have held on three occasions’ and the Federal Power Commission 
has held in at least half a dozen cases* that the use of gas for boiler fuel for 
the generation of electricity to be sold to the public is justified where the pub- 
lic convenience and necessity is otherwise justifiable. 

Virtually every major gas pipeline sells gas for boiler fuel, some for con- 
version into electricity for public use, and some for purely industrial loads. 
If we compare the service proposed in this case to sales authorized by the 
Commission for the same purpose in other cases, it would appear to me that 
this proposed service is far more compensatory, from the standpoint of the 
pipeline, than most of the sales in other cases granted by this Commission for 
the same purpose, and that it is just as justifiable from the standpoint of pub- 
lic convenience and necessity. 

Under the proposed arrangement Consolidated Edison would purchase the 
gas in the field and arrange for Transco to transport the gas for its account. 
There is an inference in the majority opinion that permitting Consolidated 
Edison to purchase the gas in the field and make a transportation arrangement 
would be the introduction of another buyer in the field, which would tend to 
increase the field price, inferring that Consolidated Edison would be in competi- 
tion with Transco for the purchase of the gas. 

It is my understanding that there is no evidence in this case that there is any 
market for this gas on the Transco system except that furnished by Consolidated 
Edison. If Transco bought the gas in the fleld it would sell the gas to Con- 
solidated Edison, and regardless of whether the gas is purchased in the field 
by Consolidated Edison and transported for its account by Transco, or whether 
the gas is purchased by Transco and resold to Consolidated Edison, there would 
not be any difference in the market, but it would be the same market, and there 
would be no competition between Transco and Consolidated Edison for the 
purchase of the gas, such as would have the effect of raising the field price. 

It is also my understanding that there is no evidence in this case that the 
granting of the X-20 service would in any way deprive any customer of Transco 
of any needed service. But, in fact, the evidence shows that Transco would 
have adequate pipeline capacity available for all of the services which it pro- 


poses to render, including all services to its other customers for which it now 
has a market. 


1 Department of Conservation v. F.P.C., 148 Fed. 2d 746, cert. den., 326 U.S. 717: 
National Coal Association v. F.P.C., 247 Fed. 2d 86: C4WO R.R. Co., 234 Fed. 2d 62. 

2 Trans-Continental Gas Pipe Line Co., Inc., 7 F.P.C. 24; Tranacontinental Gas Pipe 
Line Co., 9 F.P.C. 32; Mississippi River Fuel Corp., Opinion No. 250: Transcontinental Gas 
Pipe Line Co., Order G—1783; Northern Natural Gas Co., 15 F.P.C. 1634: Scronton- 
Spring Brook Water Service Co., 17 F.P.C. 25; Cities Service Gas Company, 17 F.P.C. 516. 
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Commission finds that the license issued to the Power Authority insofar as it St 

includes lands of the Tuscarora Indian Nation will interfere and will be b 

inconsistent with the purpose for which such reservation was created or a 

acquired. P. 148. s 

Commissioners Connole and Stueck dissenting. 0 

Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, a 
William R. Connole, Arthur Kline and John B. Hussey. 

u 

OPINION s 

a 

We have given further consideration to the license order issued on January 6 

80, 1958 (19 FPC 186) to the Power Authority of the State of New York for : 

the Niagara Falls Project No. 2216 under the Federal Power Act and Public 4 

Law 85-159 approved August 21, 1957 (71 Stat. 401) and to the order of March ‘ 

21, 1958 (19 FPC 362) denying rehearing. : 

On November 14, 1958, the United States Court of Appeals for the District ( 

of Columbia Circuit, in Tuscarora Indian Nation y. F.P.C. (No. 14475) in a ‘ 

memorandum opinion, 265 F. 2d 338, remanded the order of January 30, 1958 P 


to the Commission for consideration of a possible finding under Section 4(e) 
of the Federal Power Act that the license for the Niagara Falls Project will 
not interfere or be inconsistent with the purpose for which the Tuscarora 
Indian reservation was acquired. The court allowed fifteen days within which 
we were to report. This time has been extended by the court, upon our request, 
so that we might hold hearings and consider the new evidence presented. The 
hearing commenced on November 24, 1958. The parties concurred in omission 
of the intermediate decision procedure. Proposed findings and conclusions were 
filed by the parties on December 19, 1958, and we heard oral argument on 
January 2, 1959. 


— 

















At the conclusion of the hearings, the Tuscarora Indian Nation and the 
Power Authority entered into negotiations seeking a settlement of their differ- 
ences. Although these negotiations were carried on in good faith by both 
parties they were not successful, and we accordingly are immediately acting, 
upon being advised by them that further negotiations were impractical. 

Since the opinion of the court is not final, we believe it is desirable also 
briefly to discuss and make findings with respect to other evidence admitted by 
the examiner. 

In our order of January 30, 1958 issuing license after the conclusion of the 
first hearing, we found that it would be infeasible to reduce the area of the 
proposed storage by about 720 acres as proposed by the Town of Lewiston and 
that a pumped-storage reservoir with a usable storage capacity of 60,000 acre- 
feet and utilizing about 25 feet of drawdown would be required to properly 











“Designated Commission Opinion No. 317. Rehearing denied by Opinion No. 317-—A, 
infra., p. 273. 
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utilize the water resources involved. Although maps and drawings presented at 
the first hearing showed that it would be physically possible to relocate the 
pumped-storage reservoir so as to eliminate the Indian lands, and the New York 
Power Authority so contended, the location of Indian lands and their topography 
made them the best suited of any lands that might be available for reservoir 
purposes for the Niagara project. 

The record shows, and we now find, that the use of other lands in lieu of 
Indian lands for pumped-storage reservoir purposes would cause a substantial 
delay in construction; would result in severe community disruption; would 
separate parts of the Town of Lewiston by a large body of water which could not 
be bridged ; would call for the rerouting at unreasonable expense of main highway 
and railroad tracks, and disrupt school transportation, sewage, domestic water 
supply, fire protection and civil defense activities; would require the removal 
of approximately 450 homes and two cemeteries and call for the destruction of 
a new school costing over a million dollars. 

We also find from the whole record that a pumped-storage reservoir with 
usable storage capacity of 60,000 acre-feet is required to utilize all of the United 
States share of the water of the Niagara River made available by international 
agreement, a requirement expressly imposed by Congress in the Act of August 
21, 1957, Public Law 85-159. A pumped-storage reservoir of smaller area with 
usable storage capacity of 60,000 acre-feet utilizing higher dikes and a drawdown 
of more than about 25 feet is technically infeasible and is economically unde- 
sirable. The removal of the pumped-storage reservoir from Indian lands by 
reducing the area of the reservoir would reduce the usable storage capacity from 
60,000 acre-feet to 30,000 acre-feet resulting in a loss of about 300,000 kilowatts 
of dependable or a reduction of about one-sixth of the total dependable capacity 
of the Niagara Project. 

Since the Court of Appeals for the District of Columbia has found our conclu- 
sion that there was no necessity for a finding under Section 4(e) to be erroneous, 
we now proceed to the task assigned us by the court. 

We find that the Tuscarora Indian Nation comprises 6,249 acres of land and 
is situated in the County of Niagara in the State of New York and that the 
Tuscarora Nation of Indians has continuously resided on the reservation for 
more than 150 years. The Power Authority of the State of New York seeks to 
acquire 1,383 acres of land within the reservation for use as a reservoir site. 
This land and other land contiguous to it were acquired by the Tuscarora for a 
homeland and a place to live and for farming and related uses. The Tuscarora 
had left North Carolina and gone to this land in the State of New York. 

There are more than 600 Indians presently residing on the reservation and 
there are 37 homes which are occupied by more than 175 persons within the 
proposed reservoir site. The construction of the proposed reservoir would inun- 
date or make unusable approximately 22 per cent of the entire Tuscarora reserva- 
tion. In our opinion the fact that the Indians who would be displaced could find 
room on other parts of the reservation is immaterial because it is entirely possible 
that the number of Tuscarora desiring to use reservation lands will increase in 
the future. 

The possibility that the displaced Tuscarora could relocate on other lands 
now not a part of, but contiguous to the reservation is immaterial. Such an 
arrangement would seem to provide an equitable solution to the problem, but 
would not alter the fact that the taking of the 1,383 acres of Tuscarora lands 
would interfere and would be inconsistent with the purpose for which the reserva- 
tion was created or acquired. 


556—794-—63 
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We, therefore, find that the license issued herein insofar as it includes lands 
of the Tuscarora Indian Nation will interfere and will be inconsistent with the 
purpose for which such reservation was created or acquired. 

We realize that this finding will result in a higher cost for the electricity to be 
generated by this project, and that in the event it is not economically feasible to 
substitute other lands as a reservoir site, will result in a plan not best adapted 
to the comprehensive development of the Niagara River for power and other 
purposes. Accordingly, we regret that we have not been able to reach any other 
solution. However, we cannot permit our judgment to be swayed by our personal 
views of what is desirable but must administer the laws as passed by the Congress 
and as interpreted by the courts. No other finding may be reached by us under 
the evidence. 

Since this is a final order insofar as this Commission is concerned, the parties 
have a right to petition for rehearing under the provisions of Section 313(b) of 
the Federal Power Act in the event they disagree with our conclusions and wish 
to appeal therefrom, and for this reason we are at this time certifying to the 
court only a copy of this opinion and finding and are retaining the record made 
at the hearings. 

Commissioners Stueck and Connole dissenting. 

CoNNOLE and SturcK, Commissioners, dissenting: 

We have been asked by the United States Court of Appeals for the District 
of Columbia to explore the possibility of making a finding that the storage reser- 
voir of the Niagara River Power Project can be constructed on the tribal lands 
einbraced with the Tuscarora Reservation without interfering or being incon- 
sistent with the purpose for which that Reservation was created or acquired. 
Majority have completed their exploration and return to the Bench with empty 
hands. The expedition into the legal jungle has been fruitless. 

As a result a seven hundred million dollar project,’ financed by lending insti- 
tutions, insurance companies and the savings of private citizens, through bond 
issues, hangs as near the edge of disaster today as did the ill-fated Shoellkopf 
plant on June 7, 1956 just before it crashed to destruction in the Niagara Gorge. 
That disaster gave such urgency to this project that every partisan and selfish 
interest but one was forgotten in the pressing need for power. Yet, because one 
interest persists, “the largest hydro-electric project in the United States” as 
the Second Circuit described it,? may never be built for want of a finding, the 
need for which should never have arisen in the first place. 

And the pity is, the finding not only can and in common sense should be made, 
it is legally compelling that such a finding be made. The business of this separate 
statement is to show why and how, in barest outline, that is so. 

It is unimportant whether we agree with the conclusion that the proviso in 
Section 4(e) requires a Commission finding with respect to the lands in ques- 
tion here. What is important is the conclusion by the United States Court of 
Appeals for the District of Columbia: “We do find that, in allowing the Commis- 
sion under Section 4(e) of the Federal Power Act to deal with ‘public lands and 
reservations’ as defined in Section 3(2), Congress was exercising not only its 
power under the property clause of the Constitution but also its power to regu- 
late commerce with the Indian tribes and, therefore, to allow alienation of the 
land here involved.”* (Our emphasis.) 


1Including interest charged construction, land rights and reimbursement to Federal 
Government and to municipalities. 

2 Tuscarora Nation of Indians v. Power Authority of the State of New York, CA 2, 
Docket No. 25236, July 24, 1958, 257 F. 2d 885, cert. denied, 358 U.S. 841. 

8 Tuscarora Indian Nation v. F.P.C., 265 F. 2d 338, 343 reversed, 362 U.S. 99. 
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The controlling importance of this conclusion rests in its concession that 
alienation of part of a reservation subject to Section 4(e) of the Federal Power 
Act, is not per se, and as a matter of law, inconsistent with the purposes for 
which the reservation has been created. 

Majority’s position fails, we think, for two reasons. First, it confuses the 
means to achieving the end for which the reservation was created with the end 
itself. Second, it too narrowly construes the purpose for which the reservation 
was created. 

The purpose for which this and any other Indian reservation is created is to 
assure a peaceful, reasonably comfortable and secure life for the tribes. In that 
fashion they are compensated for the means of maintaining a livelihood of which 
they had been deprived elsewhere. The ownership, occupancy and use of land 
is a means to that end. Particularly in the agrarian society prevailing in early 
19th century America, land was a sine qua non to achieving that end. 

Ownership of land was not an end in itself, however. In that respect, the 
physical thing comprising the reservation served the same purpose as the more 
metaphysical things such as exemption from certain state laws, and wardship 
status under the guardianship of the Secretary of the Interior. The reservations 
were not created to make land companies out of Indian tribes. Ownership, 
occupancy and use of land never should be elevated to a status more important 
than the end or purpose for which that ownership was designed. If called upon 
to measure whether the end for which a reservation has been created will be 
furthered or frustrated by a proposed activity, then we must not ask ourselves 
simply whether that activity will deprive the Indians of land. Rather we must 
inquire whether the proposed activity will interfere or be inconsistent with the 
assurance to the Indians of a peaceful, reasonably comfortable and secure life. 
Continued ownership, occupancy and use of the land given to or acquired by the 
Indians may or may not carry with it such an assurance. Indeed it is not 
difficult to imagine conditions under which continued ownership, occupancy and 
use of lands originally used by the Indians as a means to such end might be the 
worst thing for them. For example, if the location were endangered by radio- 
active fallout from nuclear explosion. 

Certainly, we think, if the physical occupation of part of the land, the covering 
of it with some 65 feet of water, is all that we are to consider we are never to 
answer this problem. The District of Columbia Circuit knew that these lands 
would be physically occupied. Yet it asked us to determine whether their 
physical occupation was within our province to condone. It knew the lands 
might be alienated. Yet it asked us to rule whether that alienation was proper. 
Manifestly, if occupation and alienation, per se, were inconsistent as a matter 
of law, there would be nothing on which we could rule. The fact that we are 
making this determination at all is total proof that there is more to be answered 
than these simple questions whether the land of the Tuscarora will be occupied 
or alienated. 

If possible alienation of the lands does not ipso facto require a finding of 
inconsistency or interference, a fortiori, the presence of positive showing that to 
alienate the land will further that purpose of the reservation will argue strongly 
for it, all other factors under the Act being favorable, as they are here. 

We must discard the simple fact of potential alienation as evidence of incon- 
sistence or interference. Something more must appear. We search the record 
in vain for any. In fact, the record contains only assertions by counsel and 
others that it would be patently inconsistent for the reservoir and the Indians 
to occupy the land at the same time. There is plainly misdirected emphasis on 
occupation of specific land as the basis of inconsistence. Then there is the 
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contention that the amount of land taken, measured as a proportion of the total, 
governs. 

We think a far more rational test is whether the alienation—whether of one- 
half of one per cent or ninety-nine per cent,—would be inconsistent or would 
interfere with the purpose of the reservation. On this point, the record made out 
by the Tuscarora is fatally deficient. There simply is no positive showing that 
alienation of these lands, if accompanied by and done pursuant to, appropriate 
conditions will be inconsistent or interfere with the reservation’s purpose. 
Rather it appears that appropriate conditions are possible. 

The language of the proviso in Section 4(e) does not confine us to the issue 
whether the taking of land will be inconsistent or not. It directs us to determine 
whether the license, in its totality, will be inconsistent. The license contains 
much more than the authority to take land. The same proviso directs that the 
license, “shall be subject to and contain such conditions as the Secretary of the 
department under whose supervision such reservation falls shall deem necessary 
for the adequate protection and utilization of such reservation.” 

The record does show that if the alienation is through condemnation under 
Section 21, the appropriate Court will fix the compensation to be paid to the 
Indians. In addition, as the Second Circuit points out, the Secretary of the 
Interior or the Tuscarora may purchase substitute lands if sufficient funds are 
made available. Moreover, by the terms of the offers made by Power Authority, 
swamps would be drained, roads built, and other improvements made on the 
remaining lands. 

It would be quite a simple thing to attach conditions to the license that would 
assure to the Tuscarora the continuation of the way of life which they have 
selected as their own. In fact, this proposed purchase of land brings to the 
Tuscarora an unprecedented opportunity to advance whatever way of life they 
had been following. Never before has such a chance come their way. And 
probably, never will it come again. 

If it is land that they want, then land they can get. And better land, drained, 
improved and laced with roads. In fact we are told that options on virtually 
identical amounts of land have actually been obtained. We filed our motion for 
additional time in this cause on January 16 because of the pendency of negotia- 
tions respecting the acquisition of reservation lands. As all parties were aware, 
including ourselves, these negotiations were based, among other things, on the 
availability of substitute lands for use of the Tuscarora. 

If it is improved farming facilities, homes, schools, health facilities they 
want, these are obtainable. Or if it is merely the security of knowing that an 
asset, in the form of land, is held in their tribal name, this too can be had. 

These or many similar advantages, as may be suggested by the Secretary of 
the Interior and the Tribe itself, may easily be inserted in this license as rea- 
sonable conditions to the permission to occupy these reserved lands. Certainly 
any lawful action that offers to the Tuscarora a chance to advance its tribal 
well-being and more fully to provide for those members of the Tribe who are 
yet unborn can hardly be said to be inconsistent or to interfere with the end 
for which the reservation was created. As we have seen and as Counsel for 
the Tribe has conceded, this purpose is to enable the Indians to live peacefully 
and harmoniously. 





As long as the means are at our disposal to advance the end for which the 
reservation was created we should take advantage of them. The conditioning 
power inherent in our licensing authority is ample to do so. 

The next, inevitable and only remaining conclusion is that the license will 
not be inconsistent with or interfere with it. 
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We ought to say so to the District of Columbia Circuit, require the Power 
Authority to meet the terms we find necessary to further the purpose of the 
Tuscarora Nation, as Power Authority has offered, and permit them both to go 
about their businesses. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. G—15717 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued February 3, 1959) 


Northern Natural Gas Company (Applicant), a Delaware corporation with 
principal place of business at 2223 Dodge Street, Omaha, Nebraska, filed in 
Docket No. G-15717 on July 30, 1958, an application for a certificate of public 
convenience and necessity, pursuant to Section 7(c) of the Natural Gas Act, au- 
thorizing Applicant to construct and operate facilities as hereinafter described, 
subject to the jurisdiction of the Commission, all as more fully represented in the 
application. 

The facilities proposed to be constructed and operated by Applicant consist of 
unspecified measuring and regulating stations and other appurtenant facilities 
necessary for the establishment, during the remainder of the year 1958 and the 
calendar year 1959, of new and additional delivery points for the sale and delivery 
of natural gas to Applicant’s existing utility customers and Applicant’s Peoples 
Natural Gas Division’ for resale in the vicinity of Applicant’s pipeline system 
which passes through the States of Oklahoma, Kansas, Nebraska, Iowa, South 
Dakota and Minnesota. Upon establishment of the proposed delivery points, 
service will be rendered to the ultimate consumers either through Peoples Divi- 
sion or Applicant’s utility customers. 

All firm volumes to be delivered through the proposed new delivery points will 
be provided from the existing contract demand of the requesting utility company 
or Peoples Division, and interruptible sales will be restricted to those which fall 
within Steps 5 and 6 of the curtailment procedure under Northern’s presently 
effective tariff. 

The purpose of this budget-type application is to secure authorization for 
installation of delivery points requiring construction of facilities which are not 
exempted from specific certificate authorization by Section 2.55(c) of the Com- 
mission’s Rules of Practice and Procedure. 

Applicant estimates that the total cost of installing all the measuring and 
regulating stations to be constructed pursuant to the authorization requested 
herein will not exceed $200,000 and that the total cost of no individual project 
will exceed $12,000. Ail construction will be financed from cash on hand and from 
funds generated through operations. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
January 21, 1959, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(c)(1) of the Commission’s Rules of 
Practice and Procedure. 


1 Hereinafter referred to as “Peoples Division.” Peoples Division is Applicant’s dis- 
tributing division and has a specific authorized contract demand similar to the contract 
demand authorizations of Applicant’s utility customers. 
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The Commission finds: 

(1) Applicant, Northern Natural Gas Company, a Delaware corporation with 
principal place of business in Omaha, Nebraska, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of April 6, 1948, in Docket No. G—280, 3 F.P.C. 967. 

(2) The facilities proposed to be constructed, as hereinbefore described and 
as more fully described in the application, are proposed to be used for the 
transportation and sale for resale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, as integral parts of Applicant’s existing 
pipeline system, and therefore, are subject to the requirements of subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(3) The Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation by Applicant of the facilities described 
in paragraph (2) hereof are required by the public convenience and necessity, 
and therefore, Applicant’s request for a certificate of public convenience and 
necessity should be granted and Applicant authorized to perform the aforesaid 
acts, operations and service as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a) and (e) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act should attach to the certificate issued 
to Applicant herein and to the exercise of the rights granted thereunder. 

(6) Gas deliveries made by means of the facilities hereinafter authorized 
should be restricted to deliveries to Applicant’s existing utility customers and 
Peoples Division in quantities which will not result in any increase in their 
authorized contract demand volumes or Applicant’s system salable capacity, and 
all interruptible sales should be subject to curtailment under Steps 5 and 6 of 
Northern’s presently effective tariff. 

(7) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit by February 1, 1960, a statement 
under oath showing: (a) the names and locations of customers receiving de- 
liveries by means of each new station constructed, (b) a description of the facili- 
ties installed at each new delivery point, (c) the actual costs of the facilities 
constructed for each project, (d) the volumes of gas expected to be delivered at 
each delivery point and (e) the rate schedule to be applied to each proposed 
delivery. 

(8) The authorization granted hereinafter should be limited to construction. 
during the calendar year 1959, of measuring and regulating stations and appur- 
tenances necessary for establishment of additional delivery points, and the total 
expenditures for facilities authorized to be constructed should not exceed an 
aggregate cost of $200,000, and no single project should exceed a cost of $12,000. 

(9) The request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Northern Natural Gas Company authorizing the construction and 
operation of natural gas facilities for the purposes stated, upon the terms and 
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conditions of this order, as hereinbefore described, all as more fully described 
in the application. 

(B) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate issued in paragraph (A) above and to the exercise 
of the rights granted thereunder. 

(C) The certificate issued in paragraph (A) above is hereby conditioned to 
authorize gas deliveries only to Applicant’s existing utility customers and Peo- 
ples Division in quantities which will not result in any increase in their au- 
thorized contract demand volumes or Applicant’s system salable capacity, and 
all interruptible sales shall be subject to curtailment under Steps 5 and 6 of 
Northern’s presently effective tariff. 

(D) The certificate issued in paragraph (A) above is hereby further condi- 
tioned and limited to construction of measuring and regulating stations and 
appurtenances during the calendar year of 1959, and the total expenditures for 
facilities authorized to be constructed hereunder shall not exceed an aggregate 
cost of $200,000 and no single project shall exceed a cost of $12,000. 

(E) The Applicant herein shall submit, not later than February 1, 1960, a 
statement under oath showing: (a) the names and locations of customers receiv- 
ing deliveries by means of each new project constructed, (b) a description of 
the facilities installed at each new delivery point, (c) the actual costs of the 
facilities constructed for each project, (d) the volumes of gas expected to be 
delivered at each delivery point and (e) the rate schedule to be applied to 
each proposed delivery. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


COASTAL TRANSMISSION CORPORATION, DOCKET NO. G—16450 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued February 3, 1959) 


Coastal Transmission Corporation (Applicant), a Delaware corporation with 
its principal place of business in Houston, Texas, filed on September 26, 1958, 
an application for a certificate of public convenience and necessity pursuant to 
Section 7 of the Natural Gas Act for authority to construct and operate 2.78 
miles of 6.625-inch pipeline in Matagorda County, Texas, to connect Applicant’s 
20-inch main transmission line with sources of natural gas in Midfields Gas 
Field in Matagorda County, Texas, subject to the jurisdiction of the Commis- 
sion all as more fully set forth in the application on file with the Commission. 

The estimated capital cost of the proposed facilities is $46,000, and will be de- 
frayed from funds currently available to Applicant. 

The application recites Applicant will receive natural gas from Sun Oil 
Company in the Midfields Field for the account of Florida Power and Light 
Company for transportation to Florida. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
January 20, 1959, respecting the matters involved in and the issues presented 
by the application filed in Docket No. G—16450. No petition to intervene or 
protest to the granting of the application has been received. Staff counsel 
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moved orally at the hearing that the intermediate decision procedure be omitted 
and that the Commission render a decision herein pursuant to Section 1.30(c) (1) 
of the Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Coastal Transmission Corporation, a Delaware corporation 
having its principal place of business in Houston, Texas, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission. 

(2) The facilities hereinbefore described, as more fully described in the ap- 
plication and exhibits in this proceeding, are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as integral parts of Applicant’s existing pipeline system, and 
the construction and operation thereof by Applicant are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (c) (4), and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
(18 CFR 157.20) should attach to the certificate hereinafter issued to Applicant 
and to the exercise of the rights granted thereunder and that the time within 
which construction of the facilities authorized by this order shall be completed 
and in actual operation should be fixed at six months from the date on which 
this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 1.30 
(ce) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Coastal Transmission Corporation to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application in this proceeding and the exhibits appended thereto, for the trans- 
portation of natural gas as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(ce) (3), (ce) (4), and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act shall attach to the issuance of the certificate granted 
in paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act is 
hereby fixed at six months from the date on which this order issues. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


SOUTHERN NATURAL GAS COMPANY, DOCKET NO. G—16449 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND AUTHORIZING ABANDON MENT OF FACILITIES 


(Issued February 3, 1959) 





































Southern Natural Gas Company (Applicant), a Delaware corporation, with its 
principal place of business in Birmingham, Alabama, filed on September 26, 
1958, an application pursuant to Section 7 of the Natural Gas Act for (1) a 
certificate of public convenience and necessity authorizing the relocation of its 
Calhoun meter station and appurtenant facilities to be constructed and op- 
erated in conjunction therewith at a point approximately 1.3 miles south of the 
existing meter station at Calhoun, Georgia; and (2) permission and approval to 
abandon its old Calhoun meter station site, together with the meter station, and 
1.3 miles of 44-inch pipeline extending in a southerly direction from the old 
Calhoun meter station to the proposed new meter station site, subject to the 
jurisdiction of the Commission, all as more fully set forth in the application 
on file with the Commission. 

The application recites that the facilities proposed to be abandoned will be 
sold to Atlanta Gas Light Company (Atlanta), the distributor in Calhoun, 
Georgia. 

The relocation of the Calhoun meter station will be beneficial because the 
present station is too close to the tracks of a railroad and is inadequate in size 
to handle expected deliveries by Southern to Atlanta. Applicant supplies gas 
to Atlanta for distribution in Calhoun by means of a branch line, the northern 
segment of which extends from Rome to Calhoun and consists of 64-inch pipe 
with that in the vicinity of Calhoun consisting of 44-inch pipe. The inadequacy 
of the section of line, which Southern proposes to relinquish, necessitates the 
relocation of the Calhoun meter station so as to satisfy the increased require- 
ments of Atlanta at the Calhoun delivery point at the desired pressures. 

The old Calhoun meter station site, together with the meter station located 
thereon, and the 1.3 miles of 44-inch pipeline extending in a southerly direction 
from the old Calhoun meter station to the proposed new meter station site will 
be sold to Atlanta. 

Atlanta has indicated that it is willing to accept delivery of gas at the new 
meter station site and own and operate the pipeline downstream from said site. 
It will also expand the capacity of this pipeline to handle the increased volumes 
of gas. 

The estimated cost of constructing the new meter station is $15,000. Applicant 
will also contribute $8,904 to Atlanta to assist Atlanta in reinforcing the down- 
stream facilities from the new meter station. Depreciated book values of facili- 
ties to be abandoned is stated to be $5,986.83 as of August 31, 1958. This is the 
amount to be paid by Atlanta, adjusted to date of sale. 

Gas supply is not an issue in the proceeding. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
January 20, 1959, respecting the matters involved in, and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 
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The Commission finds: 


(1) Applicant, a Delaware corporation, having its principal place of business 
in Birmingham, Alabama, is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities proposed to be abandoned, as hereinbefore described and as 
more fully described in the application herein, are used in the transportation and 
sale of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, and such abandonment is subject to the requirements of subsection (b) 
of Section 7 of the Natural Gas Act. 

(3) The proposed abandonment of the aforesaid facilities is permitted by 
the public convenience and necessity and permission and approval therefor 
should be granted as hereinafter ordered and conditioned. 

(4) The facilities proposed to be constructed and operated, as hereinbefore 
described and as more fully described in the application herein, will be used 
in the transportation and sale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, and the construction and operation thereof 
by Applicant are subject to the requirements of Subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 

(5) The construction and operation of the facilities proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Applicant is able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (1), (ce) (8), (ec) (4) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
should attach to the certificate issued herein and to the exercise of the rights 
granted thereunder, and that the time within which installation of the facilities 
authorized by this order should be completed and the said facilities placed 
in actual operation should be fixed at 6 months from the date on which this 
order issues. 

(8) A request during the public hearing by Staff Counsel for the omission 
of the intermediate decision procedure was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Permission for and approval of the abandonment of the facilities herein- 
before described, as more fully described in the application and exhibits in this 
proceeding, is hereby granted to Applicant. 

(B) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate the facilities 
hereinbefore described, as more fully described in the application and exhibits 
in this proceeding, upon the terms and conditions of this order. 

(C) The general terms and conditions set forth in paragraphs (a), (b), 
(ec) (1), (ce) (3), (ce) (4) and (e) of Section 157.20 of the Commission’s Regu- 
lations under the Natural Gas Act shall attach to the issuance of the certificate 
granted in paragraph (B) hereof and to the exercise of the rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Sec- 
tion 157.20 of the Commission’s Regulations is hereby fixed at 6 months from 
the date on which this order issues. 
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(FE) Applicant shall advise the Commission of the date of abandonment of 
the facilities within 10 days of the date of such abandonment. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


PHILADELPHIA ELECTRIC POWER COMPANY AND PHILADELPHIA 
BLECTRIC COMPANY, DOCKET NO. E-6851 


ORDER AUTHORIZING SALE AND MERGER OR CONSOLIDATION OF FACILITIES 
(Issued February 5, 1959) 


Philadelphia Electric Power Company (PEPCO) and Philadelphia Electric 
Company (PECO) filed a joint application on October 30, 1958, as supplemented 
on December 23, 1958, for an order, pursuant to Section 203 of the Federal Power 
Act, authorizing PEPCO to sell and PECO to merge with its facilities certain 
electric transmission lines and associated right of way located in Chester County, 
Pennsylvania. 

PEPCO is a wholly owned subsidiary of PECO. Each applicant is incorporated 
under the laws of the State of Pennsylvania and each has its principal place of 
business at Philadelphia, Pennsylvania. PEPCO and its wholly owned subsidiary, 
The Susquehanna Power Company, a Maryland corporation, own a hydroelectric 
development, known as the Conowingo Project (Conowingo) and licensed by the 
Commission as Project No. 405, located on the Susquehanna River in Cecil and 
Harford Counties, Maryland, and York, Lancaster, Chester, and Montgomery 
Counties, Pennsylvania. PEPCO furnishes electric service to the public through- 
out the City of Philadelphia, throughout Delaware County, and in portions of 
Montgomery, Chester, Bucks, and York Counties, all in Pennsylvania. As of June 
1958, PECO’s electric customers numbered about 1,026,000. PECO also supplies 
electric energy to its wholly owned subsidiary, Conowingo Power Company, a 
Maryland corporation, furnishing electric service to the public in Cecil and Har- 
ford Counties, Maryland. Furthermore, PECO exchanges electric energy with 
utility companies operating in New Jersey, Pennsylvania, Delaware, and 
Maryland. 

The facilities involved in the proposed sale and merger consist of that portion of 
the Conowingo Project transmission lines and associated right of way (315 feet 
wide more or less) in Pennsylvania extending in Chester County from the bound- 
ary between West Nottingham and East Nottingham Townships a distance of 
approximately 41.3 miles to a point on the boundary between Chester and Mont- 
gomery Counties. The lines and right of way are owned by PEPCO, one of the 
licensees for the Conowingo Project, but are included among the properties leased 
by PEPCO to PECO under an Agreement of Lease, dated February 1, 1926, be- 
tween these two companies.” The aforedescribed facilities constitute a portion of 
two 220 kilovolt three phase steel tower transmission lines extending in a north- 


1In a separate order issued concurrently herewith, In the Matter of The Susquehanna 
Power Company and Philadelphia Electric Power Company, Project No. 405, p. 161, the 
license for the Conowingo Project is amended to exclude therefrom this 41.3 mile portion 
of transmission lines and associated right of way on the ground that this portion of the 
lines will not be part of a project within the meaning of Part I of the Federal Power Act 
after certain changes and improvements are made in the lines as related to PECO’s system. 

2 The application represents that one of the terms and conditions of the proposed trans- 
actions is the elimination from the leasehold of the 41.3 mile portion of transmission lines 
and associated right of way, for which purpose PEPCO and PECO have entered into an 
Amendatory Agreement of Lease, dated October 27, 1958, and effective as of the time of 
consummation of the proposed sale and merger. 
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easterly direction from the power plant of the Conowingo Project to PECO’s sub- 
station at Plymouth Meeting, which is in Montgomery County, Pennsylvania. The 
segment of these lines extending from the Maryland-Pennsylvania State Line to a 
point on the Chester-Montgomery County boundary, which segment includes the 
41.3 mile portion involved in the proposed transactions, is owned by PEPCO as a 
part of the Conowingo Project, but is leased to and operated by PECO under the 
above-mentioned Agreement of Lease.* The segment of the lines extending from 
the Chester-Montgomery County boundary to the Plymouth Meeting substation is 
not a part of the Conowingo Project and is owned and operated by PECO. Over 
these Conowingo-Plymouth Meeting lines electric energy generated at the Cono- 
wingo Project is transmitted to the Bradford and Plymouth Meeting substations, 
from where the energy is further transmitted and distributed by PECO for 
ultimate consumption in Pennsylvania and New Jersey. Upon consummation of 
the proposed sale and merger, PEPCO will be the owner and PECO will be the 
lessee and operator of that segment of the Conowingo-l’lymouth Meeting lines 
extending from the Maryland-Pennsylvania State Line to the West Nottingham- 
East Nottingham Township boundary, as at present, and PECO will be the owner 
and operator of the remaining segment of the lines extending from the Township 
boundary to the Plymouth Meeting substation.‘ 

The application set forth that the proposed transactions will have no effect 
upon any contract for the purchase, sale or interchange of electric energy. 

PEPCO proposes to sell and PECO proposes to purchase the aforedescribed 
41.3 mile portion of transmission lines and associated right of way for a cash 
consideration of $2,256,135, which represents the original cost of these facilities 
and properties less the applicable reserve for depreciation.’ PECO will record 
the facilities and properties and the applicable reserve for depreciation at the 
same amounts as now recorded on the books of PEPCO. The proposed transac- 


®*The application indicates that the 41.3 mile portion of transmission lines and as- 
sociated right of way will be released from the lien of a certain mortgage securing PEPCO's 
bonds upon the deposit with the trustee under the mortgage of the consideration re- 
ceived by PEPCO from the proposed sale. It is contemplated that the sale proceeds will 
be used for the redemption of outstanding bonds. 

*The application indicates that the requisite authorization of the proposed transactions 
has been given by the board of directors of PEPCO and PECO, respectively, and that the 
proposed transactions require no action by the stockholders of PECO 

5 The facilities and properties involved in the proposed transactions are stated in the 
application to be recorded on PEPCO’s books as follows: 


Transmission Plant: As of 
Non-depreciable : June 30, 1958 
Land and Lands Rights -. $1, 402, 646 
Coens See Ga * TP OEE ni 5 cc mcs dkincdicwwsccwted 70, 421 
Total Non-depreciable 1, 473, 067 
Depreciable : 
Structures and Improvements 202 
Towers and Fixtures 690 
Overhead Conductors and Devices 1, 014, 676 


27, 
77, 


Total Depreciable 1, 819, 568 


Total Plant $3, 292, 635 


Reserve for Depreciation $1, 036, 500 


Original Cost less Reserve for Depreciation $2, 256, 135 
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tions, therefore, will not result in a gain or loss on the books of PEPCO and will 
not create an acquisition adjustment on the books of PECO. 

The application and information incorporated therein by reference represent 
that it will be in the public interest for the 41.3 mile portion of transmission 
lines and associated right of way involved in the proposed transactions to become 
a part of PECO’s normal transmission facilities because PECO will then be 
able to utilize this portion in accordance with sound utility and engineering 
practices and economics and to engage in an expansion program costing between 
four and five hundred million dollars in the next five years. PEPCO, the pres- 
ent owner of the lines proposed to be sold and merged, does not render electric 
service to the public. PECO, on the other hand, serves electric energy to the 
public in the territory through which these lines run. In view of the intercor- 
porate relationships existing among PEPCO, PECO, and certain other companies 
constituting the so-called Philadelphia Electric Company Holding Company 
System and in view of certain contracts, leases, and mortgages involving the 
members of this System, any new facilities constructed by PECO in the area 
of PEPCO’s lines to meet an anticipated increased demand for electric service 
would become the property of PEPCO and come under its mortgage and hence 
could not be utilized as a basis for the issuance of additional bonds by PHCO 
pursuant to normal financing procedure. 

Among the improvements planned by PECO, if the proposed sale and merger 
is consummated, is the looping of the easterly circuit of the Conowingo-Plymouth 
Meeting lines at PECO’s Bradford substation, which is located in Bast Bradford 
Township in Chester County; the construction of a switching station or substa- 
tion at or near the West Nottingham-East Nottingham Township boundary in 
Chester County; and the construction of a transmission line interconnecting the 
facilities at the aforementioned Township boundary with the facilities of Balti- 
more Gas and Electric Company. The applicants further represent that these 
improvements are all scheduled for completion prior to December 31, 1960. Both 
applicants agree that if these improvements are not completed by December 31, 
1960, the Commission may in such event reassert its licensing authority over the 
portion of transmission lines and right of way proposed to be sold and merged. 

In addition, PECO is planning the building of a nuclear-thermal generating 
station in Peach Bottom Township, York County, Pennsylvania, which station 
will be connected by appropriate transmission facilities with the facilities 
planned to be constructed at the West Nottingham-East Nottingham Township 
boundary. 

Written notice of the application has been given to the Pennsylvania Public 
Utility Commission, the Maryland Public Service Commission, and the New Jer- 
sey Board of Public Utility Commissioners, and to the Governor of each of those 
States. Notice of the application has also been given by publication in the Federal 
Register on November 14, 1958 (23 F.R. 8881-8882), stating that any person de- 
siring to be heard or to make any protest with reference to the application should 
on or before November 28, 1958, file with the Federal Power Commission, Wash- 
ington 25, D.C., petitions or protests. No petition or protest or request to be 
heard in opposition to the granting of the application has been received. 

The Pennsylvania Public Utility Commission, by report and order adopted 
November 13, 1958, approved (a) the proposed sale by PEPCO to PECO of a 
portion of the Conowingo Project transmission lines and associated right of way, 
and (b) the amendment of the lease by PEPCO to PECO of such lines and right 
of way so as to eliminate from the leasehold the portion so proposed to be sold, 
all in the manner as described above. 
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The Commission finds: 


(1) PEPCO, a Pennsylvania corporation, owns facilities which are used for 
the transmission and sale at wholesale of electric energy generated in Maryland 
and consumed in Pennsylvania and New Jersey, all of which facilities are in 
addition to and do not include facilities used for the generation of electric en- 
ergy, facilities used in local distribution or only for the transmission of electric 
energy in intrastate commerce or facilities for the transmission of electric energy 
consumed wholly by the transmitter, and PEPCO is, therefor, a public utility 
within the meaning of that term as used in Section 2038 of the Federal Power Act. 

(2) PECO, a Pennsylvania corporation, owns and operates facilities which 
are used for the transmission and sale at wholesale of electric energy which is 
transmitted among the States of Pennsylvania, Maryland, Delaware, and New 
Jersey and consumed outside the State in which it is generated, all of which fa- 
cilities are in addition to and do not include facilities used for the generation of 
electric energy, facilities used in local distribution or only for the transmission 
of electric energy in intrastate commerce or facilities for the transmission of elec- 
tric energy consumed wholly by the transmitter, and PECO is, therefore, a public 
utility within the meaning of that term as used in Section 203 of the Federal 
Power Act. 

(3) By the proposed sale of facilities, PEPCO will dispose of a part of its 
facilities subject to the jurisdiction of the Commission of a value in excess of 
$50,000 within the meaning and subject to the requirements of Section 203 of 
the Act. 

(4) By the proposed purchase of facilities, PECO will merge or consolidate 
its facilities subject to the jurisdiction of the Commission with those of PEPCO, 
another person, within the meaning and subject to the requirements of Section 
203 of the Act. 

(5) The proposed disposition of facilities and merger or consolidation of fa- 
cilities, all as recited above, upon the terms and conditions set forth in the 
application and subject to the provisions of this order, will be consistent with 
the public interest as expressed in Section 203 of the Act for the reasons set 
forth above. 

(6) Neither PEPCO nor PECO is subject to a requirement of the Public 
Utility Holding Company Act of 1935 or of a rule, regulation, or order thereunder, 
which would exempt either of them, pursuant to Section 318 of the Federal Power 
Act, from the requirements of Section 203 thereof with respect to any matter with 
which this order is concerned. 

(7) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed sale by PEPCO of a part of its transmission facilities, the 
proposed merger or consolidation of such part by PECO with its own facilities, 
and the amendment of the lease between PEPCO and PECO so as to eliminate 
such part from the leasehold, all as described above, are hereby authorized and 
approved upon the terms and conditions and for the purposes set forth in the 
application, subject to the further provisions of this order. 

(B) In the event the improvements planned by PECO, as described above, are 
not completed by December 31, 1960, the Commission, after notice and opportunity 
for hearing, may require PECO to file an application for and accept a license pur- 
suant to the Federal Power Act for the facilities involved in the proposed sale 
and merger as being a part of a licensed project. 
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(C) PEPCO and PECO shall record the proposed transactions and the facilities 
and properties, described above, as provided in the Commission’s Uniform System 
of Accounts Prescribed for Public Utilities and Licensees. 

(D) This authorization shall expire unless the sale, merger or consolidation, 
and amendment of lease herein authorized and approved are consummated within 
90 days from the date of issuance of this order. 

(E) The foregoing authorization and approval is without prejudice to the 
authority of this Commission or any other regulatory body with respect to rates, 
service, accounts, valuations, estimates or determinations of costs, or any other 
matter whatsoever now pending or which may hereafter come before this Com- 
mission, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of prop 
erty claimed or asserted. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


THE SUSQUEHANNA POWER COMPANY AND PHILADELPHIA ELECTRIC 
POWER COMPANY, PROJECT NO. 405 


ORDER FURTHER AMENDING LICENSE (MAJOR) 


(Issued February 5, 1959) 


Application was filed October 30, 1958, and later supplemented, by The Susque- 
hanna Power Company and Philadelphia Electric Power Company, licensees for 
major Project No. 405 (Conowingo Project), located on the Susquehanna River 
in Cecil and Harford Counties, Maryland, and York, Lancaster, Chester, and 


Montgomery Counties, Pennsylvania, for amendment of the license as hereinafter 
provided. 

There is a double circuit 220-kilovolt transmission line extending for approxi- 
mately 58 miles from the licensed Conowingo power plant to Plymouth Meeting 
Substation, a major transmission and distribution center on the system of Phila- 
delphia Electric Company. The portion of this line extending from the State 
line to a point on the Chester-Montgomery County t oundary in Pennsylvania is 
owned by Philadelphia Electric Power Company (one of the licensees) and is 
included as part of the project works under the license for Project No. 405. 
There are no substation or other terminal facilities on the transmission line at 
the Chester-Montgomery boundary. The portion of the line from that point to 
Plymouth Meeting Substation, about 7 miles in length, is not included as a part 
of the project works under the license and is owned by Philadelphia Electric 
Company, which company owns all of the outstanding common stock of Phila- 
delphia Electric Power Company, which in turn owns all of the common stock 
of The Susquehanna Power Company. 

The application seeks amendment of license to exclude from project works 
thereunder the 41.3 mile segment of the above described licensed line extending 
from a point on the boundary between West Nottingham and East Nottingham 
townships near Oxford, Pennsylvania, to a point on the Chester-Montgomery 
boundary. Exclusion of the segment of the line as requested would leave under 
the license the 10-mile segment extending from the Conowingo plant to the point 
near Oxford. 

Philadelphia Electric Power Company proposes to sell this 41.3 mile segment of 
line to the Philadelphia Electric Company. By the end of 1960 Philadelphia 
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Electric Company intends to complete a switching station or substation on or 
near the transmission line right-of-way in the vicinity of Oxford; a tie-line 
between the substation interconnecting with the facilities of Baltimore Gas 
& Electric Company; and the looping of the easterly circuit of the Conowingo- 
Plymouth Meeting line through the existing Bradford substation which is now 
connected to the easterly circuit of that line. In addition, it is expected that by 
the end of 1963 a 40,000 kilowatt nuclear-thermal generating plant will be 
placed in operation adjacent to the Conowingo reservoir and will be connected 
to the tie line to be constructed from the proposed Oxford substation to inter- 
connect with the facilities of Baltimore Gas & Electric Company. 

Upon the completion of construction by the end of 1960 of the transmission 
facilities described above there will be times when substantial amounts of 
energy produced at stations other than Conowingo will be interchanged between 
Baltimore and Philadelphia over the 41.3 mile segment of the line involved 
here particularly when the Conowingo power plant is not operating. However, 
most of the Conowingo output will be delivered over this 41.3 mile segment 
during peak load hours to the Bradford and Plymouth Meeting substations. 
Under these conditions the 41.3 mile segment is expected to serve as a part of 
the interconnected transmission system of Philadelphia Electric Company, 
but at times it will also transmit a large portion of the Conowingo output to 
load centers. 

The licensees advise that it is impractical under the contract and mortgage 
arrangements among the three companies for Philadelphia Electric Company 
to acquire title to the 41.3 mile segment of transmission line, including the 
right-of-way, and to construct another transmission line, major interconnections 
and other facilities on the right-of-way until that segment of the line is ex- 
cluded from the license. We think it is in the public interest to encourage the 
further development of the transmission facilities in the area as proposed by 
the licensees and Philadelphia Electric Company. Therefore, we will not insist 
upon the changes being made in the facilities prior to our acting upon the 
requested amendment. As provided in our order of even date in Docket No. 
E-6851 approving the sale of the transmission facilities by Philadelphia Hlec- 
tric Power Company to Philadelphia Electric Company, we are conditioning 
our approval of that sale to make it clear that we may reassert our licensing 
jurisdiction over this segment of the line in the event the construction proposed 
by Philadelphia Electric Company is not carried out in such a manner as to 
change the purposes and functions of the line sufficiently to remove it from 
our licensing authority- 


The Commission finds: 


(1) The license, further amended as hereinafter provided, will not alter any 
of the basic facts upon which the license was issued. 

(2) The following exhibits conform to the Commission’s rules and regulations 
and should be approved as part of the license: 

Exhibit M, two typewritten pages, entitled “220 Kv Transmission Lines”, 
filed in the Commission on October 30, 1958 ; 

Exhibit M, signed September 26, 1929, by H. P. Liversidge, as further revised 
to exclude therefrom pages 10 and 11 thereof to the extent of the description 
of the 220-kilovolt transmission line, and superseding Exhibit M, signed Sep- 
tember 26, 1929, by H. P. Liversidge, as revised, now part of the license for the 
project; 

Eehibit J (FPC No. 405-12) as revised to show the transmission line from the 
Conowingo plant to the Nottingham boundary, and superseding Exhibit J (FPC 
No. 405-12) now part of the license for the project ; 
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Evhibit K (FPC No. 405-32) as revised to show the transmission line from the 
Conowingo plant to the Nottingham boundary, and superseding Exhibit K (FPC 
No. 405-32) now part of the license for the project ; 


and the above-mentioned superseded exhibits and Exhibit K (FPC Nos. 405-33, 
-34, and -35) should be eliminated from the license for the project. 





The Commission orders: 


(A) The license for Project No. 405—which was issued February 20, 1926, to 
The Susquehanna Power Company and Philadelphia Electric Power Company and 
subsequently amended—is further amended, effective as of January 1, 1959, to 
exclude therefrom the 41.3 mile portion of the 220-kilovolt line extending from a 
point on the boundary between West Nottingham and East Nottingham Town- 
ships near Oxford, Pennsylvania to the boundary between Chester and Mont- 
gomery Counties, Pennsylvania. 

(B) Exhibit M, filed in the Commission on October 30, 1958, Exhibit J (FPC 
No. 405-12), as revised ; Exhibit K (FPC No. 405-32), as revised, and Exhibit M, 
signed September 26, 1929, by H. P. Liversidge, as further revised are approved 
as part of the license for the project. 

(C) Exhibit J (FPC No. 405-12), Exhibit K (FPC No. 405-32), Exhibit K 
(FPC Nos. 405-33, -34, and -35) and Exhibit M, signed September 26, 1929, by 
H. P. Liversidge, as revised, now part of the license, are eliminated from the 
license for the project. 

(D) This amendment in the manner set forth above shall not operate to alter 
or amend the license in any other respect, and shall not in any way constitute 
a waiver of any other part, provision or condition of the license as heretofore 
amended. 

(E) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act, and failure to file such an application shall constitute accept- 
ance of this amendment of license. In acknowledgment of the acceptance of 
this amendment of license, it shall be signed for the licensees and returned to 
the Commission within 60 days from the date of this order. 








Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. G-12569 


ORDER FURTHER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY 


(Issued February 5, 1959) 






On December 30, 1958, United Gas Pipe Line Company (Applicant) filed a 
motion to further amend the Commission’s order in Docket No. G—12569 issued 
on August 23, 1957, 18 FPC 222, as amended on July 21, 1958, 20 FPC 62. 

In its amending order, the Commission authorized Applicant, among other 
things, to increase deliveries from a maximum of 1,000 Mcf to a maximum of 
6,500 Mcf of natural gas per day on an interruptible basis to Coastal Chemical 
Corporation (Coastal) in the Bayou Casotte area near Pascagoula, Mississippi. 

Applicant here requests authorization to increase the maximum daily delivery 
to Coastal from 6,500 Mcf to 8,000 Mcf, and in support of this request submits an 
amended agreement executed between Applicant and Coastal, dated November 
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18, 1958, providing for the additional deliveries under the same terms as the 
presently authorized deliveries. It appears that the additional gas is needed 
because of an expansion of Coastal’s manufacturing facilities. 

Applicant has sufficient capacity in its existing facilities to render this in- 
creased service to Coastal and the impact on its system gas reserves would not 
be appreciable. 


The Commission finds: 


It is appropriate in carrying out the provisions of the Natural Gas Act that the 
order issued on August 23, 1957, in Docket No. G-12569, granting a certificate of 
public convenience and necessity to United Gas Pipe Line Company, as amended 
on July 21, 1958, be further amended as hereinafter ordered. 

The Commission orders: 

(A) Finding paragraph (6) of the Commission’s order issued August 23, 1957, 
in Docket No. G—12569, issuing a certificate of public convenience and necessity 
to United Gas Pipe Line Company, as amended on July 21, 1958, be and the same 
hereby is amended to read as follows: 

(6) The maximum volume of natural gas which United may deliver to Coastal 
Chemical Corporation should be 8,000 Mcf per day, and to H. K. Porter should be 
6,000 Mcf per day, as proposed. 

(B) Ordering paragraph (D) of the aforesaid order issued August 23, 1957, 
as amended on July 21, 1958, be and the same hereby is amended to read as 
follows: 

“(D) The maximum volume of natural gas which United may deliver to 
Coastal Chemical Corporation shall be 8,000 Mcf per day, and to H. K. Porter 
shall be 6,000 Mcf per day.” 

(C) In all other respects, the Commission’s order issued August 23, 1957, 
aforesaid, as amended on July 21, 1958, shall remain in full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


LWA COUNTY GAS COMPANY, DOCKET NO. G—16390; SOUTHWESTERN 
PUBLIC SHRVICE COMPANY, DOCKET NO. G-16564 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY, 
AND GRANTING PERMISSION AND APPROVAL OF ABANDONMENT OF FACILITIES 


(Issued February 5, 1959) 


Lea County Gas Company (Applicant), a Delaware corporation with a principal 
place of business in Ysleta, Texas, filed an application in Docket No. G—16390 on 
September 23, 1958, and a supplement thereto on October 10, 1958, pursuant to 
Section 7 of the Natural Gas Act, for a certificate of public convenience and 
necessity authorizing the applicant to acquire from Southwestern Public Service 
Company (Southwestern) and operate natural gas facilities subject to the juris- 
diction of the Commission, all as more fully set forth in the application, which 
is on file with the Commission. The facilities are described as follows: 

(1) Approximately 7.5 miles of 4inch pipeline extending from a point in 
Cimarron County, Oklahoma, to the community of Texhoma, in Sherman County, 
Texas. This Texhoma-Beaver or “East Line” is presently used to transport gas 
received from Cities Service Gas Company’s wells in Cimarron County, Okla- 
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homa, to the communities of Texhoma, Texas, where it is distributed and sold 
at retail by Southwestern ; and 

(2) Approximately 36 miles of 5-inch and 7.2 miles of 6-inch pipeline extending 
from a point in Sherman County, Texas, to Boise City, in Cimarron County, 
Oklahoma. This Stratford-Boise City or “West Line” is used to transport gas 
received from two producers in Sherman County, Texas, to the towns of Stratford 
and Kerrick, Texas, and Boise City, Oklahoma, where it is distributed and sold 
at retail by Southwestern. 

Southwestern Public Service Company, a New Mexico corporation with a prin- 
cipal place of business in Amarillo, Texas, filed an application on October 10, 
1958, in Docket No. G—16564, pursuant to Section 7 of the Natural Gas Act, for 
permission and approval to abandon the facilities proposed to be acquired by 
Lea County Gas Company in Docket No. G—16390, subject to the jurisdiction of 
the Commission, all as more fully described in the application, which is on file 
with the Commission. 

The record reflects that Applicant will pay Southwestern the sum of $4,600,000 
(the depreciated book value of all the properties as of February 28, 1958) ad- 
justed to date of sale for all the natural gas transmission facilities, plus other 
non-jurisdictional gas distribution and water distribution properties. For the 
interstate Texhoma-Beaver and Stratford-Boise City lines, the depreciated origi- 
nal cost is represented to be $296,065 as of February 28, 1958, which is included 
in the $4,600,000. 

Applicant proposes to finance the cost of the purchase by obtaining an interim 
bank loan of $5,700,000, and then, after acquisition of the properties, to issue 
bonds, and common and preferred stock in the amount of $5,950,000. The funds 
in excess of the expected purchase price of $4,840,000 are to be used to defray the 
expense of financing, pay off an existing bank note, and for working capital. 

Lea County will also acquire Southwestern’s gas purchase contracts with the 
producers that have provided the gas supply for the markets served from the 
Bast and West Lines. Thus, there will be no change in the supplies of natural 
gas available for sale in the markets. 

Applicant proposes to continue retail service in the communities served from 
the jurisdictional facilities to be acquired from Southwestern. Estimated reve- 
nues and expenses attributable to these facilities are stated to be as follows: 








Year 
1958 1959 | 1960 | (1961 
OLS 
Can a a a oan eres $429, 000 | $442,000 | $460, 000 | $479, 000 
Operating expense............-.......-......-... oo 359,000 | 360, 000 | "384; 000 397, 000 
En eee 70,000 | a. | 76,000 82, 000 





The record further shows Southwestern proposes to abandon the subject facili- 
ties, and transportation of gas through such facilities. The operations of South- 
western were certificated by the Commission in its order of May 2, 1944, in Docket 
No. G—454, wherein Southwestern was authorized to acquire and operate the 
natural gas facilities of three small utility companies in Texas and Oklahoma for 
rendition of retail natural gas service in several communities in those states, 
among which facilities were those which Applicant here proposes to acquire and 
operate for the transportation and sale of gas to five of the communities to be 
served at retail by Applicant. The gas requirements of the areas served by the 
interstate lines are estimated as follows: 
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; Annual Volumes in Mef (@ 14.73 psia) 
Community 


1960 


West Line 


Boise City Gliwice bauial 148, 405 153, 000 160, 000 
Kerrick 318 320 330 


Stratford 166, 521 | 169, 900 171, 500 
Total...- = i 315, 244 323, 220 331, 830 


Texhoma, Okla etdilpeeitbis <cceteihes 62, 979 64, 200 64, 900 
_ ka ee 19, 841 20, 200 20, 400 


. : 82, 820 84, 400 85, 300 
Total sales _..| 398, 064 407, 620 417, 130 


Pursuant to due notice, a public hearing was held in Washington, D.C., on 
January 20, 1959, respecting the matters involved in and the issues presented by 
the applications. No petition to intervene or protest to the granting of the appli- 
eation has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30(c)(1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Lea County Gas Company (Applicant), by reason of the proposed acquisi- 
tion and operation of facilities will be engaged in the transportation of natural gas 
in interstate commerce, subject to the jurisdiction of the Commission and will, 
therefore, be a “natural-gas company” within the meaning of the Natural Gas Act. 

(2) The transportation of natural gas by Applicant, as heretofore described 
and as more fully described in the subject application, will be made in interstate 
commerce, subject to the jurisdiction of the Commission, and the acquisition and 
operation of facilities subject to the jurisdiction of the Commission necessary 
therefor, are subject to the requirements of Subsections (c) and (e) of Section 7 
of the Natural Gas Act. 

(3) The acquisition of the facilities and transportation of natural gas by 
Applicant, together with the operation of facilities subject to the jurisdiction of 
the Commission necessary therefor, are required by the public convenience and 
necessity, and a certificate therefor should be issued as hereinafter ordered and 
conditioned. 

(4) Public convenience and necessity requires that the general terms and 
conditions set forth in paragraphs (a), (b), (d) and (e) of Section 157.20 of the 
Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) should 
attach to the issuance of the certificate hereinafter granted and to the exercise 
of the rights granted thereunder. 

(5) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules and regulations of the Commission thereunder. 

(6) The facilities, proposed to be abandoned by Southwestern, as hereinbefore 
described and as more fully described in the application herein, are used in the 
transportation of natural gas in interstate commerce subject to the jurisdiction 
of the Commission and such abandonment is subject to the requirements of 
Subsection (b) of Section 7 of the Natural Gas Act. 

(7) The proposed abandonment of the aforesaid facilities by Southwestern is 
permitted by the public convenience and necessity and permission and approval 
therefor should be granted as hereinafter ordered and conditioned. 
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(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and not having 
been denied by the Commission is granted pursuant to Section 1.30(c)(1) of 
said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and hereby is issued 
to Applicant upon the terms and conditions of this order, authorizing the trans- 
portation of natural gas in interstate commerce, together with the acquisition and 
operation of facilities used for such transportation of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, as hereinbefore de- 
scribed, all as more fully described in the application and exhibits in this 
proceeding. 

(B) Permission for and approval of the abandonment of the facilities herein- 
before described, as more fully described in the application and exhibits in this 
proceeding, is hereby granted to Southwestern Public Service Company. 

(C) The general terms and conditions set forth in paragraphs (a), (b), (d) 
and (e) of Section 157.20 of the Commission’s Regulations under the Natural Gas 
Act shall attach to the issuance of the certificate granted in paragraph (A) 
hereof and to the exercise of the rights granted thereunder. 

(D) Applicant shall acquire the facilities and commence operation thereof, as 
proposed within 6 months of the date of issuance of this order. 


PHILLIPS PETROLEUM COMPANY, DOCKET NOS. G-10908 AND G—12876 


ORDER COMPLYING WITH COURT’S MANDATE, ADOPTING PRESIDING EXAMINER’S 
DECISION, DENYING MOTION TO REOPEN PROCEEDINGS, AND TERMINATING 
PROCEEDING 


(Issued February 6, 1959) * 
Syllabus 


1. In determining the legally effective rate as of June 7, 1954, the contractual 
liability of the buyer is controlling, and not the price the buyer is actually 
paying on that date. P.168. 

2. Commission determines the effective rate as of June 7, 1954, for Phillips’ sale 
of natural gas to Panhandle after construing the adjustment clauses in 
the contract. P. 169. 

Commissioner Hussey not participating. 
Kenneth Heady, Rayburn L. Foster, Harry V. Turner, and H. K. Hudson for 

Phillips Petroleum Co. 

Raymond N. Shibley for Panhandle Eastern Pipe Line Co. 
W. Russell Gorman and Luke R. Lamb for the staff of the Federal Power 

Commission. 

Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 

William R. Connole and Arthur Kline. 

The mandate of the United States Court of Appeals, Tenth Circuit, dated 

September 20, 1958, commanded that further proceedings be had in the Matter 

of Phillips Petroleum Company (Phillips), Docket No. G-10908, in conformity 


*Initial decision appears on p. 170. Rehearing denied by order issued March 17, 1959, 
post p. 356. 
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with the opinion of the Court as filed on July 23, 1958, and as amended August 15, 
1958, in Phillips Petroleum Company v. F.P.C., 258 F. 2d 906. 

The proceeding in Docket No. G-10908 was instituted by an order of the Com- 
mission issued on August 16, 1956, wherein the Commission found that: “It is 
necessary and proper in the public interest and to aid in the enforcement of the 
provisions of the Natural Gas Act that a hearing be held to determine the correct 
rate as of June 7, 1954, for the sale of natural gas by Phillips under its FPC Gas 
Rate Schedule No. 61 to Panhandle Eastern Pipe Line Company.” 

Pursuant to such order, hearings were held and concluded, and, on November 
29, 1956, the presiding examiner issued his decision in said proceeding, wherein he 
concluded, inter alia, that the correct rate for sales of gas under Phillips’ FPC 
Gas Rate Schedule No. 61 as in effect on June 7, 1954, was 3.46363¢ per Mcf at 
14.65 psia. Thereafter, both Phillips and the Commission staff filed exceptions 
to the examiner’s decision ; and Phillips also petitioned to reopen the proceeding 
to permit it opportunity to introduce additional evidence. 

On April 5, 1957, the Commission issued its order reversing the decision of the 
presiding examiner. In its said order, the Commission determined that the 
effective rate under the said Rate Schedule No. 61 was the rate actually being 
paid by Panhandle Eastern Pipe Line Company (Panhandle) on June 7, 1954, 
namely, 3.18236¢ per Mcf. Phillips filed an application for rehearing of the 
Commission’s order, which was denied by the Commission on May 31, 1957. 
Thereafter, on July 31, 1957, Phillips filed in the United States Court of Appeals, 
Tenth Circuit, a petition under Section 19(b) of the Natural Gas Act to review 
and set aside the order of April 5, 1957. 

The United States Court of Appeals, Tenth Circuit, in the final portion of its 
above-designated opinion, stated (258 F. 2d 906, 918) : 

Accordingly, we conclude that the correct and effective price under the 
rate schedule was the price Phillips was entitled to receive and Panhandle 
was obligated to pay on June 7, 1954, under the terms of the contract. 

The Examiner determined that such price was 3.46363¢ per Mcf at 
14.65 psia. The Commission should accept that as the contract price in 
effect on June 7, 1954, and as the effective rate on that date, unless it finds 
the determination of the amount of the increase under Paragraph 15(d) 
was incorrectly decided by the Examiner. In that event, it should determine 
the correct amount and the resulting effective rate. It should then order 
the filing of the corrected billing statement reflecting such effective rate. 

After a comprehensive and thorough review of the record in this proceeding, 
we have concluded to accept and adopt the examiner’s finding that the price in 
effect under Phillips’ FPC Gas Rate Schedule No. 61 on June 7, 1954, was 3.46363¢ 
per Mcf, at 14.65 psia. 

On November 5, 1958, Phillips filed its “Motion for Reopening of Proceeding” 
and requested that the proceeding in Docket No. G-10908 be reopened for further 
proceedings in accordance with the above-quoted opinion of the court. As a 
further part of its motion, Phillips renewed its previous motion, contained in the 
“Exceptions of Phillips Petroleum Company to the Decision of the Presiding 
Examiner and Petition to Reopen Record to Receive Specified Lease Agreements 
in Evidence,” filed January 7, 1957, to reopen the record in such proceeding to 
receive evidence the Lease Agreements covering the acreage covered by Phillips’ 
Contract (Phillips’ FPC Gas Rate Schedule No. 61). In its motion for reopening 
of proceedings, Phillips stated that “The decision of the Presiding Examiner that 
the provisions of Paragraph 15(d) are limited to royalty rates in effect on 
February 1, 1952, was materially affected, if not controlled, by his inability to 
discern the reason for the parties’ intent to consider other and different royalty 
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rates. That reason lies in the provisions of the Lease Agreements which Phillips 
has heretofore requested be incorporated into the record.” 

On November 18, 1958, Panhandle filed its “Answer of Panhandle Eastern Pipe 
Line Company to Phillips’ Motion for Reopening,” wherein Panhandle stated that 
Phillips seeks to have the evidentiary record before the Commission reopened for 
the purpose of inserting fragmentary inconclusive leases to which neither Phillips 
nor Panhandle was a party. In regard to these leases, Panhandle alleged: (1) 
that the pricing provisions of the rate schedule do not incorporate or even refer 
to the leases which Phillips now seeks to insert in the record; (2) that Phillips 
has chosen only two of the many leases underlying the Philrock contract and 
other leases, which Phillips does not seek to place in the record, and Panhandle 
contradicts Phillips’ assertion that the pricing provisions of the contract “‘dove- 
tail” with the royalty payments contemplated by the leases; (3) that the two 
fragmentary leases proffered by Phillips contradict—rather than support—its 
claim that the pricing provisions of the contract “coincide” with the pricing 
provisions of the leases; (4) that the pricing called for by an independent pro- 
ducer’s rate schedule cannot be affected by arrangements contained in lease 
agreements to which neither the producer nor the pipeline was a party, and to 
which no reference is contained in the pricing provisions of the rate schedule; 
and, (5) that Phillips admitted, in its petition which it “specifically renews,” 
that it had no newly discovered evidence but that its so-called evidence consisted 
of scattered documents executed in 1929 and 1937. 

We conclude after examining the two leases,’ which Phillips submits as the 
basis for reopening this proceeding, that these leases are neither relevant nor 
necessary to an interpretation and determination with respect to the provisions 
of Paragraph 15(d) of the Philrock contract. Further, the language of such 
leases reveals no motive or intent which would tend to alter the examiner’s 
Finding and Conclusion No. (5), as set forth in his decision issued November 29, 
1956, which states “Paragraph 15(d) of the Philrock Contract of February 1, 
1937, provides for a single royalty adjustment, and no more, to be made as of 
February 1, 1952, * * *.” Accordingly, we find and conclude that no purpose 
will be served by reopening this proceeding to permit the tender of the evidence 
sought to be introduced by Phillips. 

Phillips, on June 14, 1957, tendered for filing a proposed increased rate for 
sales under its FPC Gas Rate Schedule No. 61. The said filing was designated 
as Supplement No. 8 to that rate schedule. The proposed rate was 3.9102¢ per 
Mcf at 14.65 psia. Phillips stated, in purported support of its proposed increased 
rate, that the provisions of Paragraph 15(d) of the Philrock contract provided 
for such increased rate. We stated in our “Order for Hearing and Suspending 
Proposed Change in Rate,” issued July 12, 1957, in Docket No. G—12876, that the 
proposed increased rate had been the subject of previous hearings in the pro- 
ceeding in Docket No. G—10908, that the proposed change raised many of the 
questions upon which evidence was received at the hearing in that proceeding, and 
that, pending hearing and decision, Supplement No. 8 to Phillips’ FPC Gas Rate 
Schedule No. 61 was suspended until August 15, 1957, and until such further 
time as it may be made effective in the manner prescribed by the Natural Gas 
Act. Thereafter, on August 30, 1957, in our “Order Making Effective Proposed 
Rate Change Upon Filing of Undertaking to Assure Refund of Excess Charges,”’ we 


1These two leases, dated January 23, 1937, and September 29, 1929, respectively, are 
between J. T. Sneed, Jr., and Elizabeth Sneed Pool, Lessor, and Shamrock Oil and Gas 
Corporation, Leasee, and between J. T. Sneed, Jr., and Zella Sneed, Lessor, and Shamrock 
Oil & Gas Company, Leasee. 








170 FEDERAL POWER COMMISSION 





permitted such proposed increased rate to become effective as of August 15, 1957, 
under certain prescribed conditions, one of which was that Phillips submit an 
undertaking and agreement to assure refund of the portion of the increased rate 
found by the Commission to be not justified. Phillips, by its submittal of an 
Agreement and Undertaking dated September 9, 1957, is now collecting 3.9102¢ 
per Mcf at 14.65 psia from Panhandle and has collected this increased rate from 
August 15, 1957. 

Since we have adopted 3.46363¢ per Mcf at 14.65 psia as the effective rate on 
June 7, 1954, for the sale of gas under Phillips’ FPC Gas Rate Schedule No. 61, 
the amount collected, subject to refund in Docket No. G—12876, in excess of the 
approved rate must be refunded. Therefore, we conclude that no further pro- 
ceedings are necessary in Docket No. G—12876, that Phillips should be released 
from its agreement and undertaking filed in the said proceeding at such time as 
refund of the excess charges, together with 6% interest thereon, has been made, 
and that the proceeding should thereupon be terminated. 


The Commission finds: 


(1) In compliance with the aforementioned mandate of the Court of Appeals, 
and upon consideration of the entire records in these matters, Phillips’ Pan- 
handle’s, and staff counsel’s briefs, and the decision of the presiding examiner, 
the said decision should be adopted. 

(2) Phillips, in its “Motion for Reopening of Proceedings” in Docket No. 
G-—10908, has not shown good cause for any further proceedings in this matter. 

(3) The issue raised and the hearing contemplated in Docket No. G-12876 of 
the determination herein made would be unduly repetitious and contrary to the 
public interest and the purposes of the Natural Gas Act, and that proceeding 
should be terminated, as hereinafter provided and ordered. 


The Commission orders: 


(A) The decision of the presiding examiner issued on November 29, 1956, 
in Docket No. G—-10908, be and it hereby is adopted, and said decision shall become 
effective as the decision of the Commission as of the date of issuance of this order. 

(B) Phillips’ “Motion for Reopening of Proceedings” filed November 5, 1958, 
in Docket No. G—10908, is hereby denied. 

(C) Supplement No. 8 to Phillips’ FPC Gas Rate Schedule No. 61 hereby is 
rejected and Phillips is directed to refund to Panhandle within 45 days from the 
date of issuance of this order all monies collected by Phillips for the sale of 
gas under its FPC Gas Rate Schedule No. 61 at a rate in excess of 3.46363¢ per 
Mcf at 14.65 psia. 

(D) If Phillips shall, in conformity with the terms and conditions of para- 
graph (C) above, make or cause to be made the refund ordered in such paragraph, 
Phillips’ undertaking and agreement filed in the proceeding in Docket No. G—12876 
on September 10, 1957, shall be discharged, otherwise it shall remain in full force 
and effect. 

(E) The proceeding in Docket No. G-12876 is hereby terminated, such termi- 
nation to become effective 45 days from the date of issuance of this order. 


DECISION 
UPON A HEARING TO DETERMINE THE CORRECT RATE EFFECTIVE JUNE 7, 1954 


(November 29, 1956) 





ZWERDLING, Presiding Hxraminer: The purpose of this proceeding is to deter- 
mine the correct rate as of June 7, 1954 for the sale of natural gas by Phillips 
















































om tnd 


> Sa. Mie Se ae Be ee a 


FEDERAL POWER COMMISSION 171 


Petroleum Company (Phillips) under its FPC Gas Rate Schedule No. 61 to Pan- 
handle Eastern Pipe Line Company (Panhandle). 

Pursuant to Section 154.92(a) of Regulations under the Natural Gas Act, 
Phillips filed with the Commission on September 27, 1954 as its FPC Gas Rate 
Schedule No. 61 an independent producer contract dated February 1, 1937 (Item 
A by reference), together with the supplements thereto. This contract (here- 
after referred to as the Philrock contract) was between The Shamrock Oil and 
Gas Corporation (Shamrock), as Seller, and Panhandle, as Buyer, and covered 
the sale of natural gas produced from 22 wells in Moore County, Tex. On 
March 11, 1944 the contract, together with the oil and gas leases covered thereby, 
was assigned to Phillips by Shamrock (Item C by reference) and since that date 
Phillips has continued deliveries thereunder. Pursuant to Section 154.92(a), 
supra, Phillips’ filing of Rate Schedule No. 61 was accompanied by photostatic 
copies of ten separate billing statements (Item B by reference) prepared and fur- 
nished by Panhandle, which showed a rate in effect on June 7, 1954 of 3.18236¢ 
per Mcf at 14.65 psia (3%.6¢ at 16.4 psia). 

Subsequently, by letter dated June 20, 1956 (with filing date of June 29, 1956— 
Item E by reference) Phillips informed the Commission that the billing state- 
ments submitted with its rate filing of September 27, 1954 were incorrect and did 
not reflect the proper billing determinates provided by Rate Schedule No. 61, the 
Philrock contract of February 1, 1937. Phillips accordingly transmitted with 
such letter certain revised billing statements, in substitution for those which 
had previously been filed, showing a rate in effect on June 7, 1954, under Rate 
Schedule No. 61, of 3.69863¢ per Mcf at 14.65 psia. This revised rate represented 
an increase of 0.51627¢ per Mcf over the amount which was actually being paid 
by Panhandle to Phillips on June 7, 1954. (Tr. 76)? 

sy letter of July 9, 1956, addressed to the Commission, Panhandle protested 
the submittal by Phillips of such revised billing statement for the month of 
June, 1954. In this protest Panhandle contended that the revised billing state- 
ment could not properly be used as a basis for effecting a change in rate with 
respect to either past or future deliveries of gas to it by Phillips; that the revised 
billing statement was not in accordance with Rate Schedule No. 61 and did not 
reflect the rate which Panhandle had agreed to pay for such deliveries; and that 
the revised billing statement did not reflect a correct determination of such rate 
pursuant to the provisions of the rate schedule. 

In order to resolve this controversy, the Commission issued an order on 
August 16, 1956 in which it was found to be necessary and proper in the public 
interest that a hearing be held to determine the correct rate as of June 7, 1954. 
The order accordingly directed that a public hearing be held commencing on 
September 27, 1956 

concerning the matters involved and the issues presented by the submittal by 
Phillips of the revised billing statement for sales of gas by it to Panhandle 


1 Because of new methods of measuring put into practice by Panhandle since 1937, and 
because of the requirements of the Texas Standard Gas Measurement Law, certain meas- 
uring adjustments, varying from well to well and from time to time, are made to the ap- 
plicable price specified by the contract. (Tr. 36-38) There is no dispute between 
Phillips and Panhandle concerning these measuring adjustments. (Tr. 37) Accordingly, 
in order to avoid confusion, it was stipulated at the hearing that all references to price 
would relate only to the price before such measuring adjustments were made. It should 
therefore be understood that all prices referred to in this decision do not include the 
effect of such measuring adjustments, and the order to be issued herein, determining the 
correct rate as of June 7, 1954, will specify that such rate shall be corrected for indi- 
vidual wells in accordance with the measuring adjustments which were in use on June 7, 


1954, in the same manner as they were computed in the original billing statements fur- 
nished by Panhandle. 
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Eastern Pipe Line Company under Phillips’ FPC Gas Rate Schedule No. 61, 
and the protest thereto by Panhandle. 

Pursuant to such order, a hearing was held before this Examiner commencing on 
September 27, 1956 and concluding on October 16, 1956. Briefs were subsequently 
filed by Phillips, Panhandle and the Staff of the Commission, and the matter is 
now ready for decision. 

Determination of the correct rate as of June 7, 1954 depends upon the correct 
interpretation and application of certain price adjustment provisions in par. 15 
of the Philrock contract of February 1, 1987 (Rate Schedule No. 61). For 
convenient reference, the provisions of par. 15 are set forth below: 

15. Payment shall be made by Buyer to Seller on or before the twenty-fifth 
day of each month following the month in which such gas is delivered at the 
price of 314¢ per 1,000 cubic feet on the pressure and temperature bases here- 
inabove provided for, which said price basis shall remain in full force and 
effect for and during the full term of this contract, subject, however, to 
adjustment at the times, in the manner and to the extent following, to wit: 

(a) If at the end of the present minimum term (which Buyer represents 
to be December 31, 1951) of a certain contract between Buyer and the Detroit 
City Gas Company, dated August 31, 1935, or at a date subsequent thereto, 
said contract is renewed or extended and the unit rates or prices to be paid 
for base load gas thereunder (exclusive of prices to be paid for gas sold for 
industrial consumption at special rates) are either higher or lower than the 
unit rates or prices for base load gas now contained in said contract, then and 
in that event the 3%4¢ price (irrespective of adjustments therein by reason 
of increase in royalty rates) to be paid by Buyer to Seller hereunder shall 
be increased or decreased, as the case may be, in the same percentage as the 
unit price under said contract with Detroit City Gas Company is increased or 
decreased. In determining the percentage of such increase or decrease, as 
the case may be, unit prices shall be computed by applying the prices pro- 
vided for in the present contract and the prices provided for in such renewed 
or extended contract to deliveries made to Detroit City Gas Company during 
the entire twelve (12) months period next preceding the effective date of such 
renewed or extended contract; provided, however, that if at said time Buyer 
is unwilling to so adjust the 344¢ price to be paid to Seller hereunder and 
written notice thereof is given by Buyer to Seller within sixty days after the 
effective date of the adjustment in price so made in said contract with Detroit 
City Gas Company, then and in that event Seller may by written notice given 
to Buyer within thirty days thereafter cancel and terminate this contract and 
thereupon the parties hereto shall be relieved and released from any further 
obligation or liability under the terms hereof. If Seller does not so elect to 
cancel this contract, then this contract shall continue in full force and effect 
according to its terms and the price shall thereupon remain at 344¢ per 
1,000 cubic feet. 

(b) If at the end of five years from date hereof the weighted average 
royalty rate being paid to land and royalty owners on gas produced in Moore 
County, Texas, and delivered to major pipe line companies, including the 
Buyer, operating pipe lines comparable in size and length to the main pipe 
line operated by Buyer and required to be paid by Seller to the owners of the 
royalty interest in the gas produced from the lands covered by the terms here- 
of is in excess of 4 of 4¢ per 1,000 cubic feet, then and in that event the 31%4¢ 
price per 1,000 cubic feet to be paid hereunder for the next ensuing five year 
period shall be increased in the amount that such royalty rate exceeds 4 of 
4¢ per 1,000 cubic feet, but in no event shall such 344¢ price to be paid for 
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gas sold and delivered hereunder during said ensuing five year period be 
increased more than ¢¢ per 1,000 cubic feet. 

(c) If at the end of ten years from date hereof the weighted average 
royalty rate being paid on gas produced in Moore County, Texas and de- 
livered to such major pipe line companies and required to be paid by Seller 
to the owners of the royalty interest in the gas produced from the lands 
covered hereby is in excess of 14 of 4¢ per 1,000 cubic feet, then the 344¢ 
per 1,000 cubic feet price for gas sold and delivered hereunder during the next 
ensuing five year period shall be increased in the amount that such royalty 
rate exceeds \ of 4¢ per 1,000 cubic feet, but in no event shall the 344¢ price 
to be paid for gas sold and delivered hereunder during said ensuing five 
year period be increased more than 14¢ per 1,000 cubic feet. 

(d) If at the end of fifteen years from and after the date hereof the 
weighted average royalty rate being paid on gas produced in Moore County, 
Texas and delivered to such major pipe line companies and required to be 
paid by Seller to the owners of the royalty interest in the gas produced from 
the lands covered hereby is in excess of 14 of 4¢ per 1,000 cubic feet, then 
the 314¢ price per 1,000 cubic feet to be paid thereafter by Buyer to Seller 
for gas sold and delivered hereunder shall be increased in the amount that 
such royalty rate exceeds 14 of 4¢ per 1,000 cubic feet; 

Provided, however, if at any time after the first fifteen years of the term 
of this contract the royalty rate so being paid exceeds 1% of 6¢ per 1,000 
cubic feet, resulting in said 3144¢ price being increased to more than 3%¢ 
per thousand cubic feet under the provisions hereof, then Buyer may at its 
option, upon thirty days’ written notice to Seller, cancel and terminate this 
contract and thereupon all further liability of the parties hereunder shall 
cease. 

The controversy between Phillips and Panhandle centers upon the correct 
interpretation of two different types of price adjustment provisions—(1) the 
par. 15(a) adjustment provision, authorizing a price change when the unit price 
under a Panhandle resale contract with Detroit City Gas Company (now 
Michigan Consolidated Gas Company) was increased or decreased under certain 
stated conditions; (2) royalty adjustment provisions set forth in par. 15 (b), 
(c) and (d). The royalty adjustment provisions will be considered first. 


The Royalty Adjustment 


There is no dispute here as to the relevant facts. The first royalty adjustment, 
under par. 15(b), was due as of February 1, 1942, five years from the date of 
the contract. Pursuant to that provision, Panhandle at that time adjusted the 
base price upward and thereafter paid Shamrock at the rate of 3%«¢ per Mcf. 
(Tr. 47) As noted above, Shamrock’s interest was subsequently assigned to 
Phillips in 1944. Although par. 15(c) of the contract authorized a second royalty 
adjustment at the end of the next five year period, as of February 1, 1947, the 
parties are agreed that no royalty adjustment was made under that provision. 
The parties were not able to furnish any explanation of this omission on the 
record, and Phillips’ witness Mayer merely stated: 

As far as I know, neither of the parties even looked at paragraph 15(c). 
As far as I know, there was no determination made. (Tr. 49) 

The next royalty adjustment was due at the end of the third 5-year period, 
as of February 1, 1952, under par. 15(d). Actually, no such adjustment was 
made. However, on February 25, 1952 Panhandle wrote to Phillips (Item D by 
reference) suggesting that the settlement of another controverted question 
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arising under par. 15(a) of the contract should be temporarily deferred, and in 
the course of this letter Panhandle suggested that 
* * * in the meantime Panhandle Eastern continued to make payment for 
the gas at the rate of 3%6¢ per Mcf (plus any royalty adjustment which may 
be determined due under par. 15(d)) * * * (Emphasis supplied.) 


Phillips executed its approval of this agreement as of March 10, 1952. 

Both Phillips and Panhandle are in agreement that the royalty situation as of 
February 1, 1952 would have warranted a further royalty adjustment at that 
time under par. 15(d). However, the controversy arises because Panhandle 
contends that par. 15(d) authorized only a single royalty adjustment. On the 
other hand, Phillips contends that under the language of par. 15(d) royalty 
adjustments were authorized after February 1, 1952 whenever there was a change 
in the weighted average royalty rate defined in the contract ; that this necessarily 
required a monthly computation of the adjustment when such royalty rate 
changed monthly; that accordingly, in determining the correct rate as of June 7, 
1954 for the sale of natural gas by Phillips to Panhandle under the Philrock 
contract, the royalty adjustment under par. 15(d) should be computed on the 
basis of royalty rates paid in June, 1954, and not on the basis of royalty rates 
paid as of February 1952. 

It should be noted, in this connection, that Phillips agrees that par. 15 (b) and 
(c) provide only for single royalty adjustments, each to be applicable throughout 
the stated 5-year period. However, Phillips contends that the language of par. 
15(d) should be construed as providing for a change in this pattern, to one of 
unlimited, recurring adjustments from and after February 1, 1952. 

In support of this position, the Phillips initial brief in this proceeding (page 13) 
calls attention to two instances in which somewhat different language is used in 
par. 15(d) than is found in the preceding par. 15 (b) and (c). It is pointed out 
that although par. 15 (b) and (c) refer to a resultant increase in the base rate 
“for gas sold and delivered hereunder during the next ensuing five year period”, 
par. 15(d) refers to the resultant increase in base rate “to be paid thereafter”. 
However, if this language difference has any significance at all, it would seem to 
be more consistent with the suggestion that the royalty adjustment made under 
par. 15(d) as of February 1, 1952 (as distinguished from those made under par. 
15 (b) and (c)) was to be the final adjustment, to remain in effect for the balance 
of the term of the contract. In addition, attention is directed to the fact that 
par. 15 (b) and (c) use the opening phrase “If at the end of 5 years from date 
hereof”, and “If at the end of 10 years from date hereof”, respectively—whereas 
par. 15(d) uses the language “If at the end of 15 years from and after the date 
hereof”. However, it is difficult to attach any importance or significance what- 
ever to the use of the slightly more redundant legalistic phrase “from and after” 
in par. 15(d). If anything, it might be concluded that since the parties intended 
that the royalty adjustment made as of February 1, 1952 should be the last one, 
the draftsman elected to wind up with a flourish by employing a phrase having 
the stamp of finality. 

If we are to read the words of par. 15(d) as drafted, it seems obvious that the 
opening paragraph speaks simply and unambiguously in terms of a single royalty 
adjustment to be made as of February 1, 1952, just as par. 15 (b) and (c) speak 
simply and unambiguously in terms of a single royalty adjustment to be made 
as of February 1, 1942 and February 1, 1947, respectively. There is nothing in the 
language of the opening sentence of par. 15(d) which suggests or authorizes, in 
any way, the switch to a pattern of unlimited, recurring royalty adjustments from 
and after February 1, 1952. If any such provision is to be found anywhere in the 
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contract, it must be extracted from the proviso in the second sentence of par. 
15(d)— the sole purpose and function of which is to provide an option to the 
buyer to cancel the contract in the event the par. 15(d) royalty adjustment should 
result in the price being increased to a level higher than 3%¢ per Mcf. 

In spite of this narrow purpose of the proviso, Phillips argues that authoriza- 
tion for unlimited, recurring royalty adjustments from and after February 1, 1952 
should be read into par. 15(d) because of the fact that the proviso commences 
with the phrase 


* * * if at any time after the first 15 years of the term of this contract the 
royalty rate so being paid exceeds 1% of 6¢ per thousand cubic feet, resulting 
in said 31%4¢ price being increased to more than 3%¢ per thousand cubic feet 
under the provisions hereof * * * (Emphasis supplied.) 


Phillips contends that the phrase “at any time” in the first line of the proviso 
would be superfluous if the parties contemplated that the royalty adjustment 
made as of February 1, 1952 should be the last one; that accordingly par. 15(d) 
must be construed as providing for unlimited, recurring adjustments. 

It is important to bear in mind here that the royalty adjustment provisions in 
par. 15 (b), (c) and (d) follow a uniform pattern of a single adjustment at the 
end of every 5-year period. A switch to unlimited, recurring adjustments from 
and after February 1, 1952 would have represented such a radical and complete 
departure from this pattern that the parties would have been expected to spell 
it out in direct and express language, including an express and complete provision 
as to the frequency with which such recurring adjustments should be made. It 
is impossible to believe that all this would have been left to a chance phrase in & 
mere option-to-terminate proviso. 

It is also of interest to note that Phillips has not suggested any motive which 
the parties could have had for shifting the pattern of royalty adjustments from 
one of single adjustments at the end of each 5-year period up to February 1, 1952, 
to a pattern of unlimited, recurring adjustments thereafter. It is difficult to 
conceive of any motive for such a change—particularly when it is noted that a 
program of recurring adjustments on every occasion when the weighted average 
royalty rate in Moore County, Texas changed would have been burdensome and 
unworkable as a practical matter. 

As will be noted at a later point in this decision, the adjustment under par. 
15(d) was based upon either the weighted average royalty rate in Moore County, 
Texas or the Phillips’ royalty rate, whichever was the lower. However, in order 
to make this comparison it was, of course, necessary to first determine the 
weighted average royalty rate for Moore County, a factor which was not readily 
available. Computation of this rate required the gathering of information from 
a number of sellers, and the royalty rate for each seller during any given month 
varied according to the revenues received by its purchasers for sales during that 
same month. (Tr. 132-136) Furthermore, the difficulties would still obtain even 
if the comparison resulted in the use of Phillips’ own royalty rate, since the 
Phillips’ rate changes monthly, being based upon the weighted average price 
which it receives from all purchasers. (Tr. 119-120) 

It appears that shortly prior to Phillips’ filing with the Commission on June 29, 
1956 of the revised billing statement which is the subject of the instant proceeding, 
Phillips submitted to Panhandle a retroactive billing for additional revenues with 
respect to deliveries made over the 28-month period from February 1, 1952 through 
June, 1954. Such billings would have resulted in Panhandle’s payment of 28 
different rates for the gas which it purchased under the contract during this 
period. (Tr. 118-119) Phillips’ witness Mayer, General Superintendent of its 
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Natural Gas Department, testified that although this computation of 28 different 
adjustments over a 24-year period was not a difficult problem where it was done 
retroactively, for the mere purpose of retroactively billing Panhandle for such 
past period, he would nevertheless have regarded it as an impracticable pro- 
cedure if the recurring royalty adjustments had to be computed currently under 
the terms of par. 15(d) of the contract. He stated: 

If we were doing the thing currently, I would hazard a guess that Phillips and 

Panhandle Eastern might get together and arrange to do it some other way 

than a separate price for each month * * * (Tr, 122-123) 


* x * * * * ~*~ 


* * * T don’t think that I have said anywhere that where we are doing this 
on a current basis that I would advocate doing it on a monthly basis. 
(Tr. 189) 

*” * * * * * * 


The Witness: Mr. Examiner, if Panhandle had made a determination im- 
mediately after the February 25 letter*® and had advised us that there was 
some adjustment due, I have to assume that Phillips and Panhandle would 
have gotten together and worked out a reasonable solution from the time 
standpoint to where it wouldn’t have been burdensome on anyone. 

I don’t know what we would have done. 

Presiding Examiner: Really, what you are saying, Mr. Mayer, is that the 
contract doesn’t help you on this, and that, therefore, the parties would have 
gotten together and worked out what could be done? 

The Witness: I think that is so. (Tr. 140) 

It thus appears that Phillips is here asking that there be read into par. 15(d) 
a provision for unlimited, recurring adjustments, despite the fact that the 
contract is admittedly silent as to the frequency with which such continuing 
adjustments should be made (even if they were authorized), and although it is 
impossible to guess what frequency of adjustments would have been agreed to 
by the parties if they had in fact directed their attention to the problem when the 
contract was executed in February, 1937." 

For the reasons outlined above, it seems unreasonable to conclude that the 
language in a mere option-to-cancel proviso should be given the effect of com- 
pletely changing the pattern and frequency of price redeterminations which are 
elsewhere unequivocally spelled out in the contract. Accordingly, it is held that 
Phillips was entitled to only one royalty adjustment under par. 15(d), based 
upon the royalty rate as of February 1, 1952. 

Although the Staff of the Commission agrees that Phillips was entitled to a 
single royalty adjustment under the contract as of February 1, 1952, it contends 
that since the par. 15(d) adjustment was not actually made by the parties during 
the period from February 1, 1952 through June 7, 1954, it cannot be regarded as 
a part of Phillips’ rate in effect on June 7, 1954. The Staff accordingly contends 
that Phillips may not now obtain the benefit of the par. 15(d) adjustment except 
pursuant to the rate increase provisions of Section 4(d) of the Natural Gas Act. 


2The letter of February 25, 1952 from Panhandle to Phillips—Item D by reference. 

* Phillips’ counsel showed through the witness Mayer that in 1937, when the instant 
contract was executed, this sale by Shamrock to Panhandle was, in his opinion, the only 
sale of gas in Moore County, Texas to a large pipe line company. (Tr. 141-142) It was 
therefore suggested that, under those circumstances, the determination of the weighted 
average royalty rate for Moore County did not involve any serious problems as of that 
time. However, it must be remembered that par. 15(d) applied to a period commencing 
15 years after the date of the contract, and the parties must have recognized that the 
volume and number of such sales 15 years later might be quite different from the situa- 
tion existing in 1937. 
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This position is found to be without merit. Section 154.93 of Regulations under 
the Natural Gas Act defines “Rate Schedule” as “the basic contract and all 
supplements or agreements amendatory thereof, effective and applicable on and 
after June 7, 1954 * * *” Section 154.94(a) provides: 

No change shall be made in any rate, charge, or service in effect on and after 
June 7, 1954 * * * without first filing a change in rates pursuant to Section 
4(d) of the Natural Gas Act * * * 
Under the above provisions, it is clear that the issue here raised must be 
resolved on the basis of what was the basic contract between the parties as of 
June 7, 1954, or the legally effective rate which Panhandle was obligated under 
the contract to pay as of that date, rather than on the basis of the dollars and 
cents which Panhandle, for one reason or another, happened to be actually paying 
to Phillips on that date. 
The parties are all agreed here that Phillips was legally entitled to at least 
the single par. 15(d) royalty adjustment as of February 1, 1952 under the terms 
of the contract, and it is not contended by any of the parties that Phillips lost 
its contractual right to such an adjustment prior to June 7, 1954 by any act or 
omission to act such as laches or the operation of the statute of limitations. 
As a matter of fact, the parties themselves made it clear that par. 15(d) con- 
tinued to be operative, subject only to the question as to the proper interpretation 
of that provision. In a letter of February 25, 1952 from Panhandle to Phillips 
(Item D by reference), written only 25 days after the par. 15(d) adjustment 
provision became applicable, Panhandle suggested that settlement of another 
question concerning the effect of par. 15(a) of the contract should be deferred, 
but that 
* * * in the meantime, Panhandle Eastern continue to make payment for 
the gas at the rate of 3%e¢ per Mcf (plus any royalty adjustment which may 
be determined due under Par. 15(d)) * * * 

Phillips executed its approval of this letter agreement on March 10, 1952. 

Furthermore, on January 12, 1956 Phillips and Panhandle executed a letter 
agreement (Exhibit 1) which provided: 

On several occasions we have verbally discussed with your management the 
proper interpretation of subparagraph (b), (c) and (d) of par. 15 of the 
abovementioned contract, but no definite understanding has been reached. 
The parties signatory to this letter hereby agree that the statute of limita- 
tions shall be tolled for a period of one (1) year from the date hereof pending 
the outcome of negotiations between us seeking to reach a definite under- 
standing as to the proper interpretation of the abovementioned provisions 
of said contract of February 1, 1937. 

The Staff, however, insists that even though Phillips had the contractual right 
to a par. 15(d) royalty adjustment as of February 1, 1952, no such adjustment 
could be included in the “effective rate” as of June 7, 1954 because it was not 
included in the price actually being paid by Panhandle as of that date. In its 
reply brief the Staff cites and quotes at length from two decisions by the United 
States Court of Appeals, Tenth Circuit, as clearly supporting this position— 
Phillips Petroleum Company v. F.P.C., 227 F(2d) 470 (November 16, 1955), and 
Cities Service Gas Producing Co. v. F.P.C., 233 F (2d) 726 (May 4, 1956; certiorari 
denied November 12, 1956). I cannot agree, however, that these decisions stand 
for the proposition advanced by the Staff. 

In the Phillips case the Court had to determine the Phillips effective rate as of 
June 7, 1954 under a contract with Michigan Wisconsin Pipe Line Company ( Mich- 
igan), containing an escalation clause under which the base price was to be 
escalated in the same ratio as Michigan’s resale rates exceeded the level of 25¢ 
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per Mcf. On June 7, 1954 Phillips was actually collecting from Michigan at the 
rate of 9.3753¢ per Mcf, based upon a Michigan resale rate of 35¢ per Mcf which 
was subject to Commission approval in a pending Michigan rate proceeding. 
However, the Court did not find that the 9.3753¢ rate actually being paid at that 
time was Phillips’ “applicable and effective rate on June 7, 1954”. Instead, the 
Court held that the “applicable and effective rate” as of that date was determined 
by the terms and conditions of the contract between Phillips and Michigan, even 
though the rate payable under such contract as of that date was contingent upon 
the level of Michigan’s resale rate to be approved by the Commission at a later 
date. The Court held that when the Commission later, subsequent to June 7, 1954, 
determined Michigan’s resale rate to be only 31.60¢ for the period from and after 
December, 1952, instead of 35¢, the Phillips’ rate to Michigan, effective June 7, 
1954, was finally and definitely established under the terms of the contract at the 
correspondingly lower level of 8.4684¢ per Mcf; that since this latter rate was the 
applicable and effective rate as of June 7, 1954, it was not subject to suspension by 
the Commission under Section 4(e) of the Act. 

Two things are clear from the Phillips case, supra: 

(1) Although the higher rate of 9.3753¢ was actually being collected by Phillips 
as of June 7, 1954, it was only contractually entitled to the lower rate of 8.4684¢, 
and the Court found that the 8.4684¢ rate was the effective rate as of June 7, 
1954. It thus appears that actual payment as of June 7, 1954, but without 
contractual liability, is not sufficient. 

(2) The 8.4684¢ rate which the Court found to be the effective rate as of June 
7, 1954 was one as to which there was contractual liability as of that date, and 
which was actually included in the total amount being paid at that time. Although 
it is true that the Court did not state what the result would have been if there 
had been contractual liability, but no actual payment as of that date, the Court 
nevertheless throughout its decision stressed the obligation of the parties under 
the contract as the decisive and governing factor. For example, the correctness 
of the Commission’s rate suspension order (which was there attacked as an un- 
warranted suspension of the June 7, 1954 effective rate) was said to depend 
“upon the legal effect of the writings between the parties”.* At a later point the 
Court denied the right of the Commission to treat as a change in rates “a rate 
already in force on June 7, 1954 by virtue of the automatic provisions of an esca- 
lator clause in a contract”.® Again, referring to the rate which was being paid on 
June 7, 1954, the Court stated 


* * * it was nonetheless in force and effect and was being paid not by force 
of the letter agreements,® but by force of the binding effect of the escalator 
clauses which operated to fix the prescribed rate in accordance with the 
formula in the contract. The letter agreements were merely executory of the 
contract between the parties. (227 F(2d) at 475) 


Finally, the Court stated: 


The contracts and amendments * * * were filed with the Commission in 
accordance with the regulations as one rate schedule; they were integrated 
parts of one contract, the terms and conditions of which operated to establish 
a determinable rate of 8.4684¢ as of June 7, 1954 * * * (BHmphasis 
supplied)." 


4227 F(2d) at 475. 
5227 F(2d) at 475. 

* Which were executed subsequent to June 7, 1954. 
7227 F(2d) at 476. 
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The Cities Service case, supra, involved a totally different situation, in which 
there was neither contractual liability, nor actual payment, as of June 7, 1954. 
The Court there had to determine the effective rate as of June 7, 1954 under a 
contract between Cities Service Gas Producing Co. (Producing Company), as 
Seller, and Cities Service Gas Co. (Gas Company), as Buyer, for gas produced in 
the Pampa, Texas Field and in the Texas County, Oklahoma Field. The contract 
set forth an initial price for gas in each field, and further provided: 
It is intended that the price for gas purchased hereunder shall be the 
prevailing field price for gas at the wellhead in the respective flelds above- 
mentioned and that such price shall be adjusted from time to time to 
reflect such prevailing field price. 
On December 23, 1953 the parties made a price adjustment on the Pampa, 
Texas gas under the above provision from the initial price of 6.7961¢ per Mcf 
to 7.1863¢ for all gas delivered after that date. However, no other price 
adjustment was made on or before June 7, 1954. Producing Company contended 
that its effective rates as of June 7, 1954 should be determined on the basis of 
the prevailing field prices in effect at that time, even though the contract prices 
had not been adjusted to that level by the parties prior to June 7, 1954. This 
contention was rejected by the Commission and by the Court. It appeared that 
the “prevailing field price” for the Pampa, Texas field was determined on the 
basis of semi-annual reports issued by the Texas Railroad Commission, showing 
the “weighted average wellhead price” for the previous six-month period; and 
that the “prevailing field price” for the Texas County, Oklahoma field could not 
be determined except after a study made by the parties themselves. The Court 
held that there was nothing in the contract which justified the construction 
that when the “prevailing field price” for such a lengthy past period was finally 
determined, it should be made retroactive to such past period. The Court 
accordingly found that the prices set out in the contract remained the effective 
contract prices until new prices were established by action of the parties them- 
selves under the above provision; that whenever either party believed the 
price being paid no longer reflected the prevailing field price, it could require 
an examination of the field prices; that if those beliefs were then substantiated, 
the party could then require a change upward or downward, as warranted, but 
any such change would be purely prospective in nature. Accordingly, it was 
held that price changes which were not made by action of the parties themselves 
prior to June 7, 1954 could not be included in the effective rate as of that date. 

Although in the Cities Service case both contractual liability and actual pay- 
ment were absent as of June 7, 1954, a careful reading of the decision makes 
it clear that the absence of contractual liability was the governing factor. 
Certainly if the Court had regarded actual payment as of June 7, 1954 as the 
sine qua non, without which the adjustment could not be regarded as included 
in the effective rate, the same conclusion could have been reached by merely 
noting that the escalation adjustment was not actually a part of the price being 
paid as of that date. And it would have been totally unnecessary for the Court 
to devote major attention to the construction of the contract, as applied to the 
facts, in order to determine whether there was contractual liability as of 
June 7. 

In the instant case, as distinguished from the Cities Service case, we have 
contractual liability as of June 7, 1954, although the adjustment was not included 
in the price actually being paid as of that date, and the significant facts are al- 
together different. Par. 15(b) of the Philrock contract in the instant case pro- 
vides for a royalty adjustment to be made as of February 1, 1942, based upon the 
existing royalty rate level at that time, and it provides expressly that such ad- 


556-794—63 14 


180 FEDERAL POWER COMMISSION 


justed rate shall be applied “for the next ensuing five year period”—i.e., from 
and after February 1, 1942. Similarly, par. 15(c) provides for a royalty adjust- 
ment to be made as of February 1, 1947, based upon the then existing royalty 
rate level, and it provides expressly that such adjusted rate shall be applied 
“during the next ensuing five year period”—i.e., from and after February 1, 1947. 
Finally, par. 15(d) provides for a royalty adjustment to be made as of February 
1, 1952, based upon the existing royalty rate level at that time, and it provides 
expressly that such adjusted rate shall be applied “thereafter”—i.e., from and 
after February 1, 1952. Under these circumstances, unlike the situation in the 
Cities Service case, supra, the Philrock contract did not make a recomputation 
by the parties themselves a condition precedent to liability on the part of Pan- 
handle, and accordingly Panhandle’s contractual liability to pay the amount of 
the par. 15(d) royalty adjustments had clearly become effective prior to June 
7, 1954. 

Although it is true that we do not yet have a Court decision in a case where 
there was contractual liability as of June 7, 1954, but where actual payment was 
absent (as in the instant case), it would seem that the presence of contractual 
liability as of that date should be sufficient. Just as the Phillips case, supra, 
stands for the proposition that actual payment of a higher amount than the 
contract liability as of June 7, 1954 does not entitle the seller to the inclusion of 
such amount in the effective rate for June 7, 1954, it should similarly follow that 
the mere failure to include an adjustment to which the seller was legally en- 
titled in the price actually being paid as of June 7, 1954 should not deprive the 
seller of the right to have such adjustment included in the effective rate. If the 
question of contractual liability were in dispute, depending upon a controverted 
interpretation of the contract, then the fact that the claimed adjustment bad 
actually never been paid might be of interest as indicating the construction 
placed upon the contract by the parties themselves. Or the failure to include the 
adjustment in the payments actually made might in some cases be of interest as 
part of a factual picture cited in support of a contention that the contractual 
right to the adjustment had been lost as a result of laches or the statute of limi- 
tations. Outside of such situations, however, there does not appear to be any 
logical or persuasive reason why the presence or absence of actual payment as of 
June 7, 1954 should determine the “effective rate” as of that date, and it is there- 
fore concluded that the existence of contractual liability as of that date is 
sufficient. 

If it were held otherwise we would have the anomalous result that, in the 
absence of a bar through laches or the statute of limitations, Phillips would be 
entitled to sue and recover from Panhandle any additional amounts which 
the Court might find Panhandle was contractually obligated to pay under the 
par. 15(d) adjustment for the period prior to June 7, 1954. Yet, at the same 
time, under the Staff’s position, Phillips would only be entitled to collect from 
and after June 7, 1954 the lower base rate, not including the royalty adjustment, 
unless and until such base rate were increased in a proceeding under Sec. 4 
of the Natural Gas Act. Such a result would not make sense, and it is not 
compelled or justified by the language of Sections 154.92 to 154.94 of Regula- 
tions under the Natural Gas Act, or by the decisions of the Court discussed 
above. 

We now turn to the problem of determining the precise amount of the par. 
15(d) adjustment which is to be included in Phillips’ effective rate as of June 
7, 1954. On this question, there are a number of rather minor differences 
between the Phillips method of computing the par. 15(d) adjustment and the 
Panhandle method, as set forth below. 
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(1) As noted previously, the royalty adjustment provisions in par. 15(b), 
(c) and (d) provide for an adjustment where 


* * * the weighted average royalty rate being paid to land and royalty 
owners on gas produced in Moore County, Texas and delivered to major 
pipe line companies, including the Buyer, operating pipe lines comparable 
in size and length to the main pipe line operated by Buyer and required 
to be paid by Seller to the owners of the royalty interest in the gas 
produced from the lands covered by the terms hereof is in excess of \% of 
4¢ per 1,000 cubic feet * * * 


Since it would be only coincidental if the weighted average royalty rate in 
Moore County, Texas at any given time was identical with Phillips’ own royalty 
rate, Phillips, in order to make the above provision workable, has construed it 
as requiring the use of the lower of the two rates, whenever they do not coincide. 
(Tr. 94-95) The Staff supports this view, and the Examiner concurs in this 
interpretation, since it is the only possible construction of the above language 
under which the references to both the “weighted average royalty rate” and the 
rate “required to be paid by Seller” can be given effect. It is noted that although 
Panhandle (in footnote 56 on page 30 of its initial brief) points out that it has 
employed the weighted average royalty rate, rather than the lower of the two 
different rates, Panhandle does not contend that the method used by Phillips 
is incorrect. 

(2) In computing the “weighted average royalty rate” under par. 15(d) 
Phillips uses only sweet gas volumes, whereas Panhandle bases its computation 
upon total volumes including both sweet and sour gas. Although the royalty 
adjustment provisions of the contract, referred to above, do not include any 
express reference to this matter, I agree with the Phillips position (here sup- 
ported by the Staff) that only sweet gas volumes should be included. It is 
conceded that the instant Philrock contract of February 1, 1937 was limited to 
sales of sweet gas only.” It seems logical, therefore, that Phillips’ own royalty 
rate, based upon deliveries of sweet gas only, should be compared with a 
“weighted average royalty rate” for gas of the same quality. There is also 
some force in the Staff's argument (page 12 of Staff’s initial brief) that it is 
doubtful that Shamrock (the original seller) would have agreed to base a 
royalty adjustment applicable to its own sweet gas upon a royalty rate paid for 
a less desirable type of gas such as sour gas. 

(3) Another minor discrepancy arises from the fact that in computing the 
“weighted average royalty rate’ Panhandle witness Hunsucker, in listing the 
royalty values for gas delivered to Colorado Interstate Gas Company (Exhibit 
10, column 2), neglected to include approximately $6,000 of additional royalties 
paid under Colorado Interstate leases where the gas was processed in a gasoline 
plant. This error was pointed out in the testimony of Phillips witness Cullender 
(Tr. 296-297), who did include such additional Colorado Interstate royalties 
in his own calculations on Exhibit 4.° 


8 Par. 4 of the contract provides for delivery to Panhandle of “sulphur free merchant- 
able gas in its natural state as produced”, and Phillips’ witness Cullender testified that 
this could only mean sweet gas. (Tr. 146) 

*It is noted that Panhandle did not question or contradict Phillips witness Cullender 
with respect to this adjustment in any way during the course of the instant hearing, nor 
did Panhandle raise any question as to this adjustment in its initial brief. In its reply 
brief (pages 4 to 5) Panhandle, for the first time, questioned the propriety of including 
such additional Colorado Interstate gasoline plant royalties in the “royalty value” column 
on the basis of an unsupported allegation that Phillips, under its own leases, does not pay 
its royalty owners any additional royalty for gas processed in a gasoline plant. Yet the 
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(4) The final discrepancy results from a confusing error in the procedure 
adopted by Panhandle witness Hunsucker in Exhibit 10 for arriving at the 
“weighted average royalty rate” and the resultant price increase under par. 
15(d). If correctly applied, either one of two alternative routes may be fol- 
lowed to make this computation, and the final result would be the same. The 
simpler method is that adopted by Phillips’ witness Cullender in Exhibits 4 and 
5. Cullender started out with “total production”, not reduced by any royalty 
interest fraction (column 1 of Exhibit 4). He divided this figure into “royalty 
value” (column 2 of Exhibit 4), being the total dollars of royalty paid by the 
pipe line. The result, shown in column 3 of Exhibit 4, represented the “weight- 
ed average royalty rate” for each Mcf out of the “total production”. Since the 
resultant “weighted average royalty rate” figure of 0.79943¢ per Mcf was higher 
than Phillips’ own royalty rate of 0.78375¢ per Mcf, Cullender used the Phillips 
royalty rate in computing his par. 15(d) adjustment on Exhibit 5, and arrived 
at an adjusted price effective June 7, 1954 of 3.46363¢ per Mcf, at 14.65 psia, 
based upon royalty rates in effect as of February 1, 1952.” 

The Panhandle method, as employed by its witness Hunsucker on Exhibit 10, 
was a more roundabout one. Hunsucker commences with a “royalty volume” 
(shown in column 1 of Exhibit 10) which was determined by applying the spe- 
cific royalty interest in each lease to the total production from such lease. 
(Tr. 179) He obtained the “royalty value” (shown in column 2 of Exhibit 10) 
by multiplying such “royalty volume” by the royalty rate applicable to the said 
lease. (Tr. 179) The “royalty value” thus obtained represented total royalty 
dollars actually paid to the lessor. He then divided the “royalty value” by the 
“royalty volume”, and thus obtained the “weighted average royalty rate” shown 
in column 3 of Exhibit 10. However, Hunsucker’s “weighted average royalty 
rate” represented a rate paid only for every Mcf in the royalty interest volume, 
rather than the rate paid for every Mcf in the total production (as was the 
case under Cullender’s method). Since the 1937 royalty level of 1% of 4¢ per 
1,000 cubic feet, referred to as the base royalty in par. 15(d), represented a 
weighted average royalty rate applicable to total production, it then became 
necessary for Hunsucker to convert his “weighted average royalty rate” (col- 
umn 3 of Exhibit 10) into a royalty rate applicable to total production. It 
was at this point that Hunsucker’s error occurred. A correct conversion could 
be made only by using the actual royalty interest fraction which had been used 
above in arriving at the “royalty volume” figure which entered into Hunsucker’s 
“weighted average royalty rate”. The testimony in the instant proceeding made 
it clear that the actual royalty interest fraction was not % (or 0.125), but was 


record is silent on this particular fact, and Panhandle made no effort to determine the 
facts from Phillips witness Cullender when he testified as to the above adjustment. It 
is also noted that Panhandle witness Hunsucker himself did not completely ignore the 
additional gasoline royalty in his Colorado Interstate figures on Exhibit 10. As will be 
described in more detail below, Hunsucker’s “royalty volume” figure of 836,201 Mcf for 
Colorado Interstate, on that exhibit, represented the specific royalty interest of the Colo- 
rado Interstate royalty owners, including some leases with a royalty interest of %, instead 
of %. Although it is not entirely clear from the instant record, it would appear that the 
%e royalty interest resulted from the additional gasoline plant royalty. If so, it would 
follow that Hunsucker included the additional gasoline plant royalty in his “royalty 
volume” in column 1, but excluded it in his “royalty value” in column 2—an inconsistent 
treatment which could not be justified under any theory. 

10 Cullender’s computed par. 15(d) price increase amounted to 0.33711¢ per Mcf over 
and above the contract’s base price of 3.12652¢ at 14.65 psia (the base price is 3.5¢ at 16.4 
psia, Tr. 195). His adjusted price amounted to 0.28127¢ per Mcf more than the rate 
Panhandle actually was paying as of June 7, 1954—i.e., 3%g¢ at 16.4 psia, or 3.18236¢ 
at 14.65 psia. (See Exhibit 5) 
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the slightly higher figure of 0.1340." Accordingly, the price increase computed 
at the bottom of Hunsucker’s Exhibit 10 should have been arrived at by multi- 
plying his “weighted average royalty rate” (column 3) by a factor of 0.1340 in- 
stead of by %.” 

The combined discrepancies outlined above result in an effective rate as of 
June 7, 1954 which is 0.08991¢ per Mcf higher than that erroneously computed 
by Panhandle. Panhandle’s computed price increase under par. 15(d) was 
0.24720¢ per Mcf at 14.65 psia (Exhibit 10), which when added to the base price 
of 3.12652¢ per Mcf (at 14.65 psia) * would result in an alleged effective rate 
as of June 7, 1954 of 3.37372¢ per Mcf. (Tr. 195) However, the Examiner finds 
that the correct rate effective June 7, 1954 is the rate of 3.46363¢ per Mcf at 
14.65 psia, as shown on Phillips’ Exhibit 5—unless Panhandle is entitled to a 
downward adjustment under par. 15(a) of the Philrock contract, a question 
which will be discussed below. 


The Paragraph 15(a) Adjustment 


Paragraph 15(a) provides: 


“If at the end of the present minimum terms (which Buyer represents 
to be December 31, 1951) of a certain contract between Buyer and the 
Detroit City Gas Company, dated August 31, 1935, or at a date subsequent 
thereto, said contract is renewed or extended.and the unit rates or prices 
to be paid for base load gas thereunder (exclusive of prices to be paid for 
gas sold for industrial consumption at special rates) are either higher or 
lower than the unit rates or prices for base load gas now contained in said 
contract, then and in that event the 3%4¢ price (irrespective of adjustments 
therein by reason of increase in royalty rates) to be paid by Buyer to 
Seller hereunder shall be increased or decreased, as the case may be, in the 
same percentage as the unit price under said contract with Detroit City 
Gas Company is increased or decreased. In determining the percentage 
of such increase or decrease, as the case may be, unit prices shall be com- 
puted by applying the prices provided for in the present contract and the 
prices provided for in such renewed or extended contract to deliveries 
made to Detroit City Gas Company during the entire twelve (12) months 
period next preceding the effective date of such renewed or extended 
contract; * * * 


The reference here is to a contract entered into on August 31, 1935 (Exhibit 
7) between Panhandle and Detroit City Gas Company (predecessor of Michigan 
Consolidated Gas Company) for the sale of natural gas to be distributed in 
Detroit, Michigan—as amended by a supplemental contract dated June 2, 1936 
(Item G by reference). For the purpose of convenience this contract, as 
amended, will hereafter be referred to as the Panhandle-Detroit contract. 


“This resulted from the fact that some of the leases connected to Colorado Interstate 
carried a royalty interest of %— (Tr. 206), with the result that the “royalty volume” 
figure of 836,201 Mcf shown for Colorado Interstate in column 1 of Exhibit 10 represents 
a fraction of the total production which is somewhere between % and %gm. (Tr. 206-209) 

42 It is of interest to note that Panhandle witness Hunsucker testified that he had ex- 
amined the method of computing the royalty adjustment which was actually used by Pan- 
handle when it made the par. 15(b) adjustment in 1942; that the method used by Pan- 
handle at that time was the same as that adopted here by the Phillips’ witness Cullender, 
rather than the method which Hunsucker used in the instant case in his Bxhibit 10. (Tr. 
268; 273) 

18 The base price in the contract is 3.5¢ per Mcf, at 16.4 psia, or 3.12652¢ at 14.65 psia. 
(Tr. 195) 
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The question here presented is whether par. 15(a) of the Philrock contract 
can properly be applied to the instant situation.“ 

We clearly do not have here a situation in which the Panhandle-Detroit con- 
tract was renewed or extended by contractual action of the parties themselves, 
accompanied by a new or renegotiated rate provided for in such renewed 
contract. Instead, we have a situation in which Panhandle-Detroit service 
was continued from and after December 31, 1951 as a result of various Com- 
mission orders—and in which the level of the Panhandle-Detroit rate was first 
reduced by a Commission rate order in 1942, and later raised again by Com- 
mission order shortly after December 31, 1951 as a result of Panhandle rate 
increase filings, and Commission action thereon. To place the situation in 
context, it will be helpful to summarize here the sequence of relevant events 
which occurred from and after the execution of the Philrock contract in 
February, 1937 as follows: 

(1) The Natural Gas Act was enacted in June, 1938, placing Panhandle- 
Detroit service and rates under Commission jurisdiction and control. 

(2) On September 23, 1942 the Commission issued a rate order reducing Pan- 
handle-Detroit rates to the level of 18.76¢ per Mcf.” 

(3) In May, 1950 Panhandle gave notice to Michigan Consolidated Gas 
Company (successor to Detroit City Gas Company), under Article III of the 
Panhandle-Detroit contract, that the contract would be terminated as of De- 
cember 31, 1951.% Under Section 7(b) of the Natural Gas Act, however, Pan- 
handle’s service to Detroit could not be terminated without Commission ap- 
proval. 

(4) In June, 1951 Panhandle filed an application (Docket No. G—1725) for 
authority to reduce its deliveries to Detroit from 127,000 Mcf per day to 87,500 
Mef per day.” 

(5) On August 31, 1951 the Commission issued Opinion No. 218, requiring 
Panhandle to continue deliveries of 127,000 Mcf per day to Detroit for the entire 
winter period, 1951-52. (10 F.P.C. 328, 335) 

(6) In an order issued on March 5, 1952 (In the Matter of Panhandle East- 
ern, Docket No. G—-1116), the Commission directed that the Panhandle-Detroit 
contract should be continued in effect as an executed service agreement, as 
modified in certain respects by the terms of the order. 

(7) On June 20, 1952 the Commission issued Opinion No. 229, denying the 
Panhandle application in Docket No. G—1725 to reduce deliveries to Detroit. 

(8) In August, 1951 Panhandle filed with the Commission new rates for its 
overall system, which it proposed to make effective following the introduction 


%The Examiner does not agree with Phillips’ suggestion that the terms of the Com- 
mission’s hearing order in the instant proceeding, issued August 16, 1956, limit our con- 
sideration to the effect of the royalty adjustment provision in par. 15(d) of the Philrock 
contract, and bar consideration of problems arising under par. 15(a). The hearing or- 
der includes a formal finding to the effect that the public interest requires a hearing ‘‘to 
determine the correct rate as of June 7, 1954” under the Philrock contract. The correct 
rate obviously cannot be determined without a consideration of all provisions of the con- 
tract, and no understandable purpose would be served by arriving at the answer on a 
piecemeal basis. 

% In the Matter of City of Detroit v. Panhandle Eastern (Docket Nos. G—200 et al.), 3 
F.P.C. 273; Supplement No. 5 to Panhandle’s F.P.C. Gas Rate Schedule No. 12, being 
Item F by reference. 18.76¢ is the unit rate derived by applying the rate level prescribed 
in the 1942 order to the Panhandle-Detroit delivery picture for the twelve months ending 
December 31, 1951. (Exhibit 9) 

16 See page 168 of Opinion No. 229, In the Matter of Panhandle Eastern Pipe Line Co., 
Docket No. G—1725, 11 FPC 167. 

17 See page 172 of Opinion No. 229, 11 FPC 167. 
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into its system of natural gas to be obtained from an affiliate Trunkline Gas 
Supply Company.” Upon subsequent motion of Panhandle, these new rates 
were allowed (by the above-mentioned Commission order of March 5, 1952) to 
become effective under bond as of February 20, 1952. Such new rate, as applied 
to Detroit from and after February 20, 1952, amounted to 29.08¢ per Mcf.” 

(9) At the conclusion of this rate proceeding, the Commission issued Opinion 
No. 269 on April 15, 1954, in which it effected a partial disallowance of Pan- 
handle’s proposed new rates and fixed Panhandle rates for the future, for the 
period commencing May 1, 1954. The resultant Panhandle rate for Detroit 
service became 23.5¢ from May 1, 1954.” However, the fixing of the Panhandle 
rates for the past refund period from February 20, 1952 to May 1, 1954 was 
left for a later proceeding. In the later proceeding, the Commission issued an 
order on December 30, 1955 (Docket No. G—1116), subsequently modified by 
order issued February 24, 1956, in which three different Panhandle rate levels 
were prescribed for three different portions of the past refund period—i.e., 
(a) a rate which amounted to 22.85¢ per Mcf for the Detroit service for the 
year 1952;™ (b) a slightly higher rate for the year 1953; and (c) a still 
higher rate for the first four months of 1954, up to May 1, 1954. 

(10) However, the rate orders outlined above are still under review as a 
result of the Court of Appeals decision in the Panhandle “field price” case™ 
which sent Opinion No. 269 back to the Commission for further hearing—and 
the correct and final Panhandle-Detroit rates for all these periods will not be 
known until the reopened rate proceeding is finally concluded* 

The question presented here is whether par. 15(a) of the Philrock contract, 
by its terms, can properly be applied to the factual situation outlined above. 

Panhandle contends that the governing objective of the parties to the Phil- 
rock contract was that the payments to be made by Panhandle under that 
contract should be adjusted correspondingly when the Panhandle-Detroit rate 
level changed ; * that in order to avoid frustration of this objective, par. 15(a) 
should be liberally construed, and accordingly should not be read as requiring 
a renewal or extension of the Panhandle-Detroit contract by action of the 
parties themselves; that under the facts of the instant case the Panhandle- 
Detroit contract was renewed or extended by Commission action and by opera- 
tion of law as of January 1, 1952, and that this is sufficient to bring par. 15(a) 
into operation; that a par. 15(a) adjustment should therefore be applied on 
the basis of the Panhandle-Detroit rate which was in effect as of that date, 
being the rate which had been imposed some nine years earlier by the Com- 
mission rate reduction order of 1942. By applying the rate level prescribed 
in the 1942 rate order to the Panhandle-Detroit delivery picture for the twelve 
months ending December 31, 1951, Panhandle obtains a unit price of 18.76¢ per 
Mecf. (Exhibit 9) Applying the rates in the original Panhandle-Detroit contract 
of August 31, 1935 to the same twelve month delivery period, Panhandle 







18 See page 4 of Opinion No. 269, In the Matter of Panhandle Eastern, Docket No. 
G-1116. 

%# See Opinion No. 269, service classification ““LS—1” in table of rates appearing at page 
101. 

® See table of rates at page 101 of Opinion No. 269. 

™ See Tr. 408, and Tr. 313-315. 

2 Detroit v. F.P.C., 230 F. 2d 810 (CADC, December 15, 1955). 

% Although most of the factual matters outlined above were not the subject of evidence 
introduced in the instant hearing, they represent findings in various cited Commission 
opinions and orders, of which the Examiner has taken official notice herein. 

% See pages 10 and 17 of Panhandle’s initial brief. 
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obtained a unit price of 27.90¢ per Mcf. (Exhibit 11) Panhandle accordingly 
contends that under par. 15(a) the base price of 3.5¢ should be reduced by the 
ratio of 18.76¢ to 27.90¢, or by a factor of .6724014—resulting in an adjusted 
base rate of 2.3534¢ per Mcf. at 16.4 psia. (Exhibit 12) Such a reduction 
would more than offset any royalty adjustment upward under par. 15(d), 
and the result would be an effective rate as of June 7, 1954 which would be 
lower than the amount Panhandle was actually paying to Phillips at that time. 

Phillips, on the other hand, contends that par. (15(a) is not applicable to the 
instant situation. It argues that the mere fact that Panhandle subsequent to 
December 31, 1951 continued deliveries to Detroit at rates less than those speci- 
fied in the original contract of August 31, 1935 is completely irrelevant, unless 
such deliveries were continued pursuant to a renewal or extension of that par- 
ticular contract; that since Panhandle terminated that contract as of Decem- 
ber 31, 1951 by notice given pursuant to its terms, there was in fact no such 
renewal or extension of the contract; that the test was not one of continuing 
deliveries, but of continuing contractual obligations; that to apply par. 15(a) 
when no contract existed, but deliveries were continued only because of Com- 
mission order, would amount to making a new agreement for the parties. The 
Staff takes a similar position, contending that Panhandle’s right to a par. 
15(a) adjustment depends upon whether the Panhandle-Detroit contract was 
actually renewed or extended by action of the parties themselves. The Staff 
answers this question in the negative, noting that although such contract was 
continued in effect as an executed service agreement by the Commission order 
of March 5, 1952, in order to insure the continued delivery of gas by Panhandle 
to Detroit, such Commission action did not change the fact that the contract 
was cancelled and terminated as a voluntary contractual agreement between 
the parties as of December 31, 1951. 

If we are to construe the language of par. 15(a) as written, and in terms 
of the situation which the parties obviously and clearly contemplated, we would 
have to hold that it was applicable only to a situation where the Panhandle- 
Detroit contract was renewed or extended by contractual agreement of the 
parties themselves, and where the higher or lower rate was continued in the 
renewal contract itself. We note, in this connection, that the opening sentence 
of par. 15(a) does not key the adjustment to a mere change in the Panhandle- 
Detroit rate as the sole governing factor, but ties it to a renewal or extension 
of the contract. This is made doubly clear by the second sentence, which sets 
forth the formula to be used in determining the percentage of the increase or 
decrease. Reference is there made to “the prices provided for in the present 
contract” and to “the prices provided for in such renewed or extended con- 
tract”; and such prices are to be applied to deliveries made to Detroit during 
the 12 months period “next preceding the effective date of such renewed or 
extended contract.” 

The use of the narrow and inflexible language found in par. 15(a) is un- 
derstandable in terms of the situation which the parties contemplated at that 
time. The termination clause of the Panhandle-Detroit contract (Article III) 
provided : 

The term of this Agreement shall be for a period of 15 years beginning with 
the Effective Date and from year to year thereafter, after the expiration of 
said 15 year period, until canceled on 18 month’s notice in writing given by 
either party to the other. 
It must be remembered that when the Philrock contract was executed in Feb- 
ruary 1937 the Natural Gas Act, placing Panhandle-Detroit service and rates 
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under the jurisdiction and control of the Commission, had not yet been en- 
acted. Accordingly, when the parties drafted par. 15(a) of the Philrock con- 
tract they undoubtedly contemplated that there would be a Panhandle-Detroit 
price change only in one of the following two situations: (1) as the result of 
a renegotiation of the contract immediately upon the expiration of its stated 
term on December 31, 1951; or (2) that the parties might allow the contract 
to run on from year to year after that date, and in a subsequent year they 
might renegotiate the contract for another term ata different rate. The open- 
ing sentence of par. 15(a), which provides: 
If at the end of the present minimum term (which Buyer represents to be 
December 31, 1951) of a certain contract between Buyer and the Detroit 
City Gas Company, dated August 31, 1935, or at a date subsequent thereto, 
said contract is renewed or extended * * ** 
is tailored precisely to this situation. However, it clearly does not fit the sit- 
uation which later came about as a result of the enactment of the Natural 
Gas Act in 1988, when the Panhandle-Detroit rate became subject to increase 
or reduction by Commission action at any time, and without reference to any 
renewal or extension of the Panhandle-Detroit contract. Panhandle, however, 
asks us (in effect) to shut our eyes to the actual language of par. 15(a) and 
to stretch the language (by liberal construction) to cover the instant situa- 
tion—on the ground that the general objective of the parties must have been 
to tie the price in the Philrock contract to the level of the Panhandle-Detroit 
price, and that we should not allow this objective to be frustrated merely be- 
cause the change in the Panhandle-Detroit rate level occurred as the result of 
Commission action, rather than by contractual action of the parties themselves. 

However, even if we were willing to ignore the language of par. 15(a) as 
written, in order to give weight to the “equities” of the situation and the alleged 
general objective of the parties, the position here advocated by Panhandle 
certainly is not in accordance with the equities of the situation or with any such 
general objective. 

Panhandle contends that the Panhandle-Detroit contract was extended by 
operation of law as of January 1, 1952; that accordingly the par. 15(a) adjust- 
ment should be computed by comparing the 27.90¢ rate level in the original 
Panhandle-Detroit contract of August 1935 with the 18.76¢ Panhandle-Detroit 
level which happened to be in effect as of January 1, 1952 by virtue of the 
Commission’s Panhandle rate reduction order of September 23, 1942. If par. 
15(a) were interpreted and applied in the manner here proposed by Panhandle, 
no effect whatsoever would be given to the fact that as of February 20, 1952 
(less than two months later) the Panhandle-Detroit rate went up again to the 
level of 22.85¢ per Mcf as a result of Commission order—and to successively 
higher levels for the year 1953 and for the first four months of 1954, culminating 
in the level of 23.5¢ per Mcf from and after May 1, 1954.” The result would be 
that the price to be paid by Panhandle to Phillips under the Philrock contract 
from and after January 1, 1952 would not be related to the subsequent actual 
level of the Panhandle-Detroit rate at all, but instead would be governed by 


*% Emphasis supplied. 
2% As a matter of fact, as noted previously, Panhandle actually commenced collecting at 
the level of 29.08¢ from and after February 20, 1952, under bond—a level higher than 
the 27.90¢ rate level in the original August, 1935 contract. The 22.85¢ price subse- 


quently became operative retroactively, under a refund order issued by the Commission 
on December 30, 1955. 
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technical and legalistic considerations as to which particular act of the Com- 
mission had the effect of extending the Panhandle-Detroit contract, and by the 
Panhandle-Detroit rate which happened to be in effect as of that particular time. 

No sensible or understandable reason has been suggested as to why the parties 
should have intended or desired any such result, and since this position fits 
neither the actual language of the contract nor the alleged “equities” of the 
situation, there does not appear to be any justification for adopting it. 

There is a third possible position, which might be regarded as fitting the equities 
of the situation and the general objective of the parties—i.e., to construe par. 
15(a) as providing for an adjustment whenever, and to whatever extent, the Pan- 
handle-Detroit rate was changed under Commission order. However, such a 
position is unsupportable for two basic reasons. 

In the first place, this would obviously require ignoring and rewriting the 
language of par. 15(a) as presently drafted. No matter how much we might 
try to stretch the language in the first sentence of par. 15(a), there is no possible 
way to fit the language of the second sentence to such a situation. The second 
sentence, prescribing the formula to be used in comparing the respective unit 
prices, refers to “the prices provided for in such renewed and extended con- 
tract’. However, in the instant situation we do not have prices provided for in 
a renewed and extended contract, but merely prices laid down by order of the 
Commission as the result of a rate proceeding. The second sentence further 
directs that in computing the unit prices, the prices in both the original contract 
and in the renewed contract shall be applied ‘‘to deliveries made to Detroit 
during the entire 12 months neat preceding the effective date of such renewed 
and extended contract”. However, in the instant situation we do not have any 
effective date of a renewed or extended contract, but merely the effective date 
of a new rate prescribed by Commission order as the result of a rate proceeding. 

Furthermore, even if we were willing to ignore the language of par. 15(a) 
as written, in order to accomplish such an alleged objective of the parties, 
debatable and controversial questions would arise as to the manner in which 
such an adjustment should be applied to the concrete facts of the instant situ- 
ation. As noted previously, although Panhandle commenced collecting from 
Detroit at the level of 29.08¢ per Mcf from and after February 20, 1952, 
under bond, that rate was of course subject to ultimate Commission approval 
in the pending Panhandle rate proceeding. The situation remained unchanged 
until the Commission issued Opinion No. 269 on April 15, 1954, effecting a partial 
disallowance of Panhandle’s proposed new rates, and resulting in a Panhandle- 
Detroit rate of 23.5¢ from and after May 1, 1954. It was not until a later 
Commission order of December 30, 1955 (modified by order of February 24, 1956) 
in the Panhandle refund proceeding that the Commission finally retroactively 
fixed the correct Panhandle-Detroit rate level at 22.85¢ per Mcf for the year 
1952. And even that finally determined rate level for the year 1952 is presently 
under review as a result of the Court of Appeals decision in Detroit v. F.P.C., 
230 F. 2d 810 (CADC, December 15, 1955). 

It is impossible to say what mechanism the parties to the Philrock contract 
would have agreed upon for the application of a par. 15(a) adjustment to such 
a situation, since they clearly did not contemplate any such situation, and 
par. 15(a) is accordingly silent as to any such problems. Certainly we have 
no authority here to rewrite the Philrock contract to solve this dilemma. Our 
sole authority is to determine the correct price as of June 7, 1954 under the 
contract as written by the parties, and for the reasons outlined above this 


Examiner is forced to conclude that par. 15(a) is not applicable to the instant 
situation.” 


27In view of the conclusions expressed above, it becomes unnecessary to pass upon the 
additional reasons set forth on pages 23 to 25 of Phillips’ initial brief, as a further basis 
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FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record in this proceeding, the evidence 
adduced and the briefs filed, the Presiding Examiner finds and concludes, in 
addition to the findings and conclusions hereinbefore stated, that: 

(1) Phillips Petroleum Company (Phillips) makes sales of natural gas pro- 
duced in Moore County, Texas to Panhandle Eastern Pipe Line Company 
(Panhandle) for resale in interstate commerce for ultimate public consump- 
tion, under a contract dated February 1, 1937, originally between Shamrock 
Oil and Gas Corporation (Shamrock) as Seller and Panhandle as Buyer, 
subsequently assigned to Phillips by Shamrock on March 11, 1944. 

(2) On September 27, 1954, Phillips filed said contract dated February 1, 
1937 (hereafter referred to as the Philrock contract), and Supplements Nos. 1 
through 7 thereto, as Phillips’ F.P.C. Gas Rate Schedule No. 61, together with 
photostatic copies of ten separate billing statements prepared and furnished 
to Phillips by Panhandle, showing a rate of 3.18236¢ per Mcf at 14.65 psia 
being paid as of June 7, 1954. 

(3) On June 29, 1956, Phillips filed revised billing statements, in substitution 
for the billing statements previously filed, which reflected a rate under Phillips’ 
F.P.C. Gas Rate Schedule No. 61 as of June 7, 1954, of 3.69863¢ per Mcf at 
14.65 psia. 

(4) Neither the original billing statements filed September 27, 1954, nor the 
revised billing statements filed June 29, 1956, reflect the correct rate as of 
June 7, 1954, for the sale of natural gas to Panhandle under Phillips’ F.P.C. 
Gas Rate Schedule No. 61. 

(5) Paragraph 15(d) of the Philrock contract of February 1, 1937 provides 
for a single royalty adjustment, and no more, to be made as of February 1, 
1952 on the basis of the amount by which the royalty rate required to be paid 
by Phillips at that time for gas produced from the lands covered by said con- 
tract exceeded 14 of 4¢ per 1000 cubic feet at 16.4 psia. 

(6) The correct amount of the said royalty adjustment, as computed under 
Paragraph 15(d) of the Philrock contract, was 0.33711¢ per Mcf at 14.65 psia, 
which under the said provision was required to be added to the base price of 
3.12652¢ at 14.65 psia (3.5¢ at 16.4 psia), resulting in a total price of 3.46363¢ 
per Mcf at 14.65 psia. 

(7) Paragraph 15(a) of the Philrock contract of February 1, 1937 provides 
for an increase or reduction in the base price in the event a certain contract 
dated August 31, 1935, as amended, between Panhandle and Detroit City Gas 
Company was renewed or extended beyond December 31, 1951, and the unit rate 
in such renewed or extended contract was higher or lower than the unit rate 
under the Panhandle-Detroit contract which was in effect as of February 1, 
1937. 

(8) Under the terms of the Philrock contract the said paragraph 15(a) 
adjustment was applicable only to a situation where the Panhandle-Detroit 
contract was renewed or extended by contractual agreement of the parties 
themselves, and where the higher or lower rate was contained in the renewal 
contract itself. 


for not applying par. 15(a) to the instant situation. It might be well to state, however, 
that the Examiner is not impressed with the Phillips argument on this point. The com- 
plications there noted by Phillips merely indicate that when the parties to the Philrock 
contract provided that the unit price under the August 1935 Panhandle-Detroit contract 
(as amended) should be determined by applying the rates in that contract to the delivery 
picture in a period some 15 years later, they were adopting a formula which opened the 
door to subsequent complications. However, this fact does not have any bearing upon 
the question whether par. 15(a) is applicable to the instant situation. 
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(9) The Panhandle-Detroit contract was not renewed or extended by con- 
tractual agreement of the parties themselves. Service thereunder was continued 
after December 31, 1951 pursuant to orders of the Commission, and the rates 
for such service were changed from time to time pursuant to Commission 
orders issued in Panhandle rate proceedings. Accordingly, Paragraph 15(a) 
of the Philrock contract did not become operative, and it has no bearing upon 
the determination of the correct rate effective June 7, 1954 in the instant 
proceeding. 

(10) Although no paragraph 15(d) royalty adjustment was included in the 
price actually being paid to Phillips by Panhandle as of June 7, 1954, Panhandle 
was contractually obligated to include such royalty adjustment in the contract 
price from and after February 1, 1952, and the correct rate under the said 
contract (Phillips’ F.P.C. Gas Rate Schedule No. 61), effective June 7, 1954, 
was accordingly 3.46363¢ per Mcf at 14.65 psia. 

(11) Such effective June 7, 1954 rate of 3.46363¢ per Mcf at 14.65 psia is 
subject to certain measurement adjustments, which vary from well to well and 
from time to time, to be computed under the same method which was in use 
between Phillips and Panhandle on June 7, 1954, and as reflected on the original 
billing statements filed by Phillips with the Commission on September 27, 1954. 

(12) The billing statements previously filed by Phillips on September 27, 
1954 and June 29, 1956 under Phillips’ F.P.C. Gas Rate Schedule No. 61 should 
be corrected by the substitution of revised billing statements reflecting the 
correct rate as of June 7, 1954 of 3.46363¢ per Mcf at 14.65 psia, as further 
corrected by the appropriate measurement adjustments. 


ORDER 


WHEREFORE, it is ordered, subject to review by the Commission on appeal, or 
upon its own motion as provided in the Commission’s Rules of Practice and 
Procedure, that: 

(A) The correct rate, effective as of June 7, 1954, for the sale of natural gas 
by Phillips under its F.P.C. Gas Rate Schedule No. 61, to Panhandle, is 3.46363¢ 
per Mcf at 14.65 psia, as adjusted by certain measuring adjustments, which vary 
from well to well and from time to time, to be computed under the same method 
which was in use between Phillips and Panhandle on June 7, 1954, and as 
reflected on the original billing statements filed by Phillips with the Commission 
on September 27, 1954. 

(B) Within 45 days from the date of issuance of this order, the billing state 
ments previously filed by Phillips on September 27, 1954 and June 29, 1956 under 
Phillips’ F.P.C. Gas Rate Schedule No. 61 shall be corrected by the filing of 
revised billing statements reflecting the correct rate as of June 7, 1954 of 
3.46363¢ per Mcf at 14.65 psia, as further corrected by the appropriate measure- 


ment adjustments. > 
JOSEPH ZWERDLING 


Presiding Examiner 


ILLINOIS POWER COMPANY, G-—14857 ; ST. CHARLES GAS CORP., G—15189; 
CITY OF CHESTER, ILLINOIS, G-16398 


ORDER ADOPTING DECISION OF PRESIDING EXAMINER 
(Issued February 6, 1959) * 
Syllabus 


1. Commission finds that Mississippi River’s system has adequate capacity to 
supply the applicants herein without adversely affecting the supply of 
natural gas to existing customers. P. 195. 


*Initial decision appears on p. 191. 
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2. Record supports finding that Chester’s project is financible, economically 
feasible, and necessary and desirable in the public interest. P. 196. 

8. Commission directs Mississippi River under Section 7(a) of the Natural Gas 
Act to establish and maintain interconnection of its transportation facilities 
with those of applicants, and to sell and deliver natural gas to applicants. 
P. 197. 

Commissioner Hussey not participating. 

Q. P. Dorschel, Robert S. Hunt, and James M. VanViiet for Illinois Power. Co. 

Christian B. Peper for St. Charles Gas Corp. 

John 8. Gilster, Jr., Norman E. Duke, and Sidney S. Moody for City of Chester, 
Til. 

Miss Agnes Mae Wilson for the staff of the Federal Power Commission. 

Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 

On January 23, 1959, the presiding examiner issued a decision herein under 
Section 7(a) of the Natural Gas Act, directing Mississippi River Fuel Cor- 
poration to establish and maintain physical interconnection of its transportation 
facilities with those proposed to be constructed by Illinois Power Company and 
the City of Chester, Illinois, for the purpose of supplying natural gas to the 
communities of Millstadt, O’Fallon, Hamel, and Chester, Illinois, and to sell 
and deliver natural gas to Illinois Power Company and the City of Chester, 
Illinois. The order also directed Mississippi River Fuel Corporation to con- 
tinue to sell and deliver natural gas to St. Charles Gas Corp. No exceptions 
have been filed to the presiding examiner’s decision by any party hereto. 





The Commission finds: 





Upon consideration of the entire record in these matters, including the oral 
and documentary evidence adduced, the briefs filed and the decision of the 
presiding examiner, the decision should be affirmed. 





The Commission orders: 





The decision of the presiding examiner issued herein on January 23, 1959, 
be and it hereby is affirmed, and said decision shall become effective as the 
decision of the Commission as of the date of issuance of this order. 


DECISION 








DECISION ON APPLICATION UNDER SECTION 7(&) OF THE NATURAL GAS ACT 


(Issued January 23, 1959) 





CosTELLo, Presiding Examiner: This proceeding involves three applications 
filed under Section 7(a) of the Natural Gas Act. A public hearing on the 
applications was convened pursuant to an order of the Commission and following 
due notice on November 12, 1958. Sessions of the hearing were held on two 
days during which time each of the applicants presented evidence in support 
of its application. As will appear at a later point in this decision, each appli- 
cant herein seeks a supply of natural gas either to augment an existing supply 
or to establish a new system. Each applicant seeks an order which would 
direct Mississippi River Fuel Corporation (Mississippi) to sell and to deliver 
to it quantities of natural gas. The table which follows contains the essential 
and uncontroverted factual information respecting these applications as well 
as the Staff’s recommendation and a précis of the position of Mississippi with 
respect to each of the applications invoived herein. 
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The Issues 


Under the Act, the Commission is empowered to order a natural gas company 
to establish new connections or to sell natural gas to new distributing agencies 
if such directive is accompanied by a finding that no undue burden will be 
placed upon the supplying company. The Commission is prohibited from com- 
pelling the enlargement of facilities to supply new loads or to require sales of 
natural gas by a pipeline company when such requirement would impair the 
ability of the pipeline to render adequate service to its customers. 

The issue, then, in a proceeding involving proposed new service of this kind 
is whether the system from which the new or additional quantity of gas is to 
be taken will be thrown out of balance from a capacity standpoint. The issue 
just discussed applies primarily, of course, to the pipeline supplier. An appli- 
eant under Section 7(a) of the Act must establish that its planned project is 
financially sound and feasible from an engineering standpoint. 


Discussion of the Evidence 


As may be seen from the preceding table, Mississippi does not challenge any 
of the factual data relating to these three applicants. Mississippi’s opposition 
to the supplying of natural gas to two of the applicants is based upon the 
conviction of its management as expressed at the hearing that the addition of 
these loads would reduce Mississippi’s safety factor and conceivably, could 
result in the necessity for curtailment of some of its existing direct industrial 
customers’ loads on a peak day. The Staff of the Commission does not concur 
with Mississippi in this view and contends that the addition of these relatively 
minor loads would have no adverse effect upon Mississippi’s existing customers. 
However, as may be observed from the preceding table, the Staff believes that 
the evidence in this case will not support a finding of financial soundness with 
respect to the City of Chester, Illinois. 

In the case of St. Charles Gas Corp., as may be observed on the table, this 
application does not involve the obtaining of new quantities of gas from 
Mississippi but merely amounts to a request by St. Charles that its stated peak 
day demand be revised upward from 2,000 Mcf per day to 2,360 Mcf per day. 
The record demonstrates that St. Charles has in fact been supplied with natural 
gas by Mississippi in excess of 2,000 Mcf per day in the past several winter 
seasons but has been required to pay under Mississippi’s tariff a penalty for 
such excess gas. It is these excess charges or penalties that St. Charles seeks 
to erase in this proceeding and, as stated heretofore, this involves a bookkeep- 
ing transaction and therefore there will be no noticeable effect upon Mississippi’s 
peak day capacity. It may be observed also that Mississippi has entered no 
opposition to the request made by St. Charles. 

There are only two matters concerning which there is any dispute in this 
proceeding. They are as indicated heretofore whether or not the aggregate 
amount of 4,080 Mcf per day sought by all of the applicants herein will produce 
an effect upon Mississippi's ability to serve its existing customers which would 
be adverse to the interests of such customers. The other matter in dispute is 
the financial aspect of the proposal of the City of Chester, Illinois. These two 
matters will be discussed. 

Capacity of Mississippi 


Mississippi’s only witness in this case, Vice President Kramer, testified that 
there was no problem involved in the connection of these loads with respect 
to the supply of annual volumes of natural gas. The only concern expressed 
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by Mississippi was that the connection of the loads involved herein might pro- 
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duce adverse effects on a peak day. Mississippi’s deliverable capacity at 14.9 
psia is approximately 524,000 Mcf. The stated demands of the resale customers 
on Mississippi’s system appear to be 463,779 Mcf per day. The difference be- 
tween the resale customers’ demands and the system capacity is used by 
Mississippi to meet the requirements of certain direct industrial sales. The 
60,000 Mcf which is available for service to industrial loads has been committed 
en a firm basis in Mississippi’s view. This service is rendered to customers of 
long standing who have contracts for direct purchases of natural gas for indus- 
trial uses such as processing. These customers pay a rate higher than Mis- 
sissippi’s customers classed as “interruptible’ in order to obtain uninterrupted 
service but are contractually subject to curtailment if such curtailment is 
necessary to meet the demands of firm resale customers. Mississippi treats 
the difference between the aggregate demands of the resale customers, i.e., 
464,000 Mcf per day and the delivery capacity of its system of 524,000 Mcf asa 
safety factor inasmuch as it has no capacity which it regards as “spare ca- 
pacity.” This safety factor amounts to some 11 percent. If 4,000 Mcf of resale 
firm requirements were added to the existing stated demands, the safety factor 
would be proportionately reduced. 

Unless the history of a pipeline company contains actual experiences of 
failure to meet the peak day requirements of its customers, it is impossible in 
evaluating its ability to serve its customers to know with any real certainty 
whether additions of small, new loads will prove to be detrimental to existing 
customers or not. If a mild winter is experienced, the system almost overflows. 
In the event of a severe winter or sudden cold snaps which cause great demands 
from space heating customers, the capacity of the system may be regarded 


as inadequate. 


However, it does not appear to be the practice of the industry 


to attempt to have sufficient peak day capacity to be able to meet any conceiv- 
able peak day requirement, but rather the practice seems to be to gear the system 
to what experience indicates will be likely, in terms of peak demand. Missis- 
sippi’s witness in this case expressed the feeling of its management that there 
must be a stopping point somewhere on the additions of new loads. Under- 
standably, he was unable to put his finger on the precise point where such 
addition should be halted because of the inability of any human to foretell 
the future with certainty. The company has what it regards as a necessary 
safety factor in its system. It is ready to cut off its interruptible industrial 
sales to the extent such becomes necessary. On the other hand, it is clear that 
it desires to take no action which would render such curtailment of its premier 
industrial customers’ loads necessary or even probable. Somewhere in the 
addition of loads to the existing system, a breaking point will be reached and 
neither Mississippi’s witness, nor the applicants, nor the Staff may forecast 
when that point will be reached. 

Although Mississippi regards its daily delivery capacity as being 530,000 
Mcf, during a 5-day period in the winter of 1958, Mississippi actually delivered an 
average of 541,099 Mcf of gas to its customers. On February 17, 1958 when 
the 24-hour average temperature was 8° F. and the mean low temperature was 
7° F. with west-northwest winds of approximately nine miles per hour, Mis- 
sissippi’s resale customers exceeded their stated demands by 9,202 Mcf, taking 
a total of 478,314 Mcf. Deliveries of 71,329 Mcf were made to industrial cus- 
tomers for an aggregate delivery on that one day of 549,643 Mcf. The record 
shows that these volumes were comprised partially of some 791 Mcf of “line 
pack”, 7,330 Mcf withdrawn from storage, 14,249 Mcf of emergency gas from 
Texas Eastern Transmission Corporation and 525,544 Mcf of gas designated 


by Mississippi as “net dependable capacity of pipeline.” As is argued by the 
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applicants herein, while no reliance may be placed upon storage gas and line 
pack to aid in meeting peak period demands, the availability of such sources 
should not be disregarded or ignored where a realistic evaluation is being made 
of the company’s ability to take on a few relatively small additional loads. 

Whiie to disagree with Mississippi’s management with respect to the wisdom 
of attaching these new loads may be deemed the substitution of the judgment 
of a regulatory agency for that of the management of an operating utility, and 
such a course of action should be avoided whenever possible, the evidence in 
this case shows that the furnishing of this relatively minor quantity of natural 
gas would have no adverse effect whatever upon any resale customer and that 
the likelihood of adverse effect on the interruptible industrial customers is 
not strong. The quantity of gas involved herein is relatively small, and it is 
believed that were severe conditions to be experienced requiring interruption 
of the service to the industrials, this small package of natural gas could not be 
expected to accelerate or decelerate such interruption. Interruptions are based 
upon the operator’s judgment taking every factor into consideration, and be- 
cause as much notice of interruption must be given as possible, there is undoubt- 
edly some overshooting on these interruptions in order to be absolutely sure of 
maintaining continuous service to the resale customers whose space heating loads 
are causing the squeeze. It is not believed that any operator’s judgment as 
to notifying industrials of curtailment would hinge on the availability or the 
non-availability of the small amount of gas involved herein. 

In the circumstances it is found that Mississippi’s system has adequate 
capacity to supply the applicants herein without adversely affecting the supply 
of natural gas to existing customers, and the order herein will so provide. 


City of Chester 
The Staff's brief (pp. 18, 19) in this matter states: 





* * * Staff counsel questions the economic soundness of the proposal of 
the City of Chester. The total esimated cost of this project is $1,000,000. 
Included in this amount * * * is the sum of $247,000 as estimated adminis- 
trative costs. Exclusive of the sum of $4,000 for costs of land and rights of 
way and $8,000 as cash for operating funds and setting up accounts, this 
large sum, which represents almost one-fourth of the amount of the total 
cost of the project, is for engineering fees of $45,000 (basic engineering fee 
plus estimated cost of supervision while the project is being constructed) ; 
interest during construction, $120,000 (covering a three-year period) and 
legal fees financing and miscellaneous amounting to $70,000. * * * We sub- 
mit * * * that these fees and expenses appear exceedingly high, and we 
cannot recommend the project because of this. * * * Staff counsel is of the 
view that as presently proposed, the project is not economically sound and 
should be denied. * * * 





There was no evidence adduced by the Staff in this proceeding. No expert wit- 
ness was presented to express an opinion that the proposed project is economically 
unsound, although, presumably, these are Staff members who are qualified to 
assume the role of expert witnesses on this subject. There are no citations in 
the Staff brief of comparable or similar projects which have been weighed and 
evaluated in Commission decisions which would be helpful in assaying the Staff’s 
opposition. In short, the assertion that the fees and expenses here involved 
“appear exceedingly high” is accompanied neither by evidence nor by argument. 
What would the Staff recommend as being an upper limit of such fees and ex- 
penses? At what point does an economically feasible project become uneconomic? 
556-794— 63 — 
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In their reply brief, counsel for Chester discuss each of the cost items which 
might have compelled Staff counsel to oppose the Chester project. It is pointed 
out among other things, that none of the evidence by Chester was challenged or 
questioned at the hearing, and that had such occurred, counsel for Chester would 
have had an opportunity to take further steps with respect to adduction of fur- 
ther direct testimony. 

Chester’s brief points out that even on the basis of these “exceedingly high” esti- 
mates, the debt service coverage for $1,000,000 principal amount of 20 year bonds 
at 6 percent would be 1.77 times, and that debt service coverage on 30 year bonds 
would be 2.10 to 2.14 times. These ratios, it is said, are well above the minimums 
being accepted by the Commission under Section 7(a).’ 

Counsel argues that if the cost estimates are accurate, the ratios are ade- 
quate when viewed in comparison with other decided cases. If, however, Staff 
counsel’s appraisal proves to be right (and the estimates are found to be 
high), the debt service coverage ratio would be enhanced. The coverage ratio 
test is designed as a hedge against under-estimation of construction cost. 

As pointed out by Chester’s counsel, this community appears to be stable with 
a background of successful operation of other utility enterprises, and no ques- 
tion has been raised as to its ability to act in a responsible manner in handling 
its fiscal affairs. 

The record supports the finding here made that Chester’s project is financible, 
is economically feasible, and it is necessary and desirable in the public interest 
that an order be entered directing the establishment of the connection herein 
sought, and the furnishing of natural gas by Mississippi in the quantity 
requested. 


FINDINGS AND CONCLUSIONS 


WHEREFORE, upon consideration of all the evidence appearing of record 
herein and the briefs filed by counsel, it is further found and concluded that: 

1. Mississippi River Fuel Corporation (Mississippi), a Delaware corporation 
having its principal place of business at St. Louis, Missouri, owns and operates 
a natural pipeline system located in the states of Texas, Louisiana, Arkansas, 
Missouri and Illinois and by reason of such operation Mississippi is engaged in 
the transportation and sale of natural gas in interstate commerce for resale for 
ultimate public consumption subject to the jurisdiction of the Commission, and 
is, therefore, a “natural gas company” within the meaning of the Natural Gas 
Act as heretofore found by the Commission in its order of March 1, 1944 In 
the Matter of Mississippi River Fuel Corporation, Docket No. G—291, 4 F.P.C. 535. 

2. The City of Chester, Illinois (Chester) is a municipality duly organized 
and existing under the laws of the State of Illinois and is legally authorized to 
engage in the local distribution of natural or artificial gas to the public. 

3. It is necessary and desirable in the public interest that the Commission 
by order direct Mississippi to establish physical connection of its natural gas 
transmission facilities with a lateral pipeline to be constructed by Chester at 
or near the point where Mississippi’s main trunk transmission line No. 2 
crosses Modoc Highway, approximately one mile southeast of the Village of 
Prairie du Rocher, Randolph County, Illinois, and direct the sale and delivery 
by Mississippi in accordance with its presently filed tariff or as such tariff 
may hereafter legally be changed and an executed service agreement there- 
under, a maximum volume of 1,518 Mcf of natural gas per day at 14.73 pounds 
per square inch absolute to Chester for resale and distribution in Chester, Il- 


1See In the Matters of Panhandle Eastern Pipe Line Company, et al., 15 F.P.C. 46. 
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linois and surrounding territory as hereinbefore described and as hereinafter 
ordered and conditioned. 

4. Illinois Power Company is a public utility corporation organized and exist- 
ing under the laws of the State of Illinois and is engaged in the distribution 
of natural gas in said State. 

5. It is necessary and desirable in the public interest that the Commission 
by order direct Mississippi to sell and deliver natural gas to Illinois Power 
Company at the existing interconnection between Illinois Power's facilities and 
the pipeline facilities of Mississippi approximately three miles west of Belle 
ville, St. Clair County, Illinois, for resale to the public in the Village of Mill- 
stadt and City of O’Fallon and at an existing interconnection between said 
facilities at a point immediately adjacent to the City of Granite City, Madison 
County, Illinois for resale to the public in the Village of Hamel in the volumes 
set forth opposite the names of the aforesaid communities. 


Magvimum daily 
requirement (Mcf) 
Village of Millstadt 
City of O’Fallon 
Village of Hamel 


6. St. Charles Gas Corp. is a public utility corporation engaged in the dis- 
tribution of natural gas to the public in St. Charles, Missouri. 

7. It is necessary and desirable in the public interest that the Commission by 
order direct Mississippi to sell and deliver to St. Charles Gas Corp. an addi- 
tional volume of 360 Mcf of natural gas per day so that its stated demand will 
hereafter be expressed as 2,360 Mcf per day. 

8. Findings 2, 5, and 7 and the order to be entered hereinafter implementing 
those findings will not bring about any impairment of the ability of Mississippi 
to render service to its existing customers, and no undue burden will be placed 
upon Mississippi or its customers thereby. 


ORDER 


WHEREFORE, Jt is ordered, subject to review by the Commission on appeal or 
on its own motion, pursuant to its rules of practice and procedure that 

(A) Mississippi River Fuel Corporation be, and it is hereby directed to es- 
tablish and maintain physical interconnection of its transportation facilities 
with those proposed to be constructed by Illinois Power Company and the City 
of Chester, Illinois, for the purpose of supplying natural gas to the communi- 
ties of Millstadt, O’Fallon, Hamel, and Chester, Illinois, in accordance with the 
application filed herein, at the take off points specified in said applications, and 
to sell and deliver natural gas to Illinois Power Company and the City of 
Chester, Illinois, at such connections, in the quantities and at the rate re- 
quested in said applications. 

(B) Illinois Power Company and the City of Chester, Illinois, shall be pre- 
pared to receive natural gas at said connections within one year of the date 
of this order. 

(C) Mississippi River Fuel Corporation shall continue to sell and to deliver 
natural gas to St. Charles Gas Corp. Such sale and delivery shall be hence- 
forth on the basis of a stated demand of 2,360 Mcf per day. 

(D) Mississippi, pursuant to the provisions of the Commission’s regulations, 
shall file executed service agreements covering the service provided for in Para- 
graphs (A) and (C) hereof. 
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(E) Mississippi shall report to the Commission the date of commencement 
of the service provided for herein within 30 days following the commencement 
of such service. 

WiLt1aAM J. COSTELLO 
Presiding Examiner. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


NATURAL GAS PIPELINE COMPANY OF AMERICA, ET AL., DOCKET 
NO. G-16932 ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued February 9, 1959) * 


On October 21, 1958, Phillips Petroleuun Company (Phillips), Operator, a 
Delaware corporation with a principal place of business in Bartlesville, Okla- 
homa, filed in Docket No. G—16750 a certificate application, pursuant to Section 7 
of the Natural Gas Act authorizing the sale of gas in interstate commerce to 
Natural Gas Pipeline Company of America (Natural), to be made pursuant 
to a gas sales contract dated October 1, 1958, executed by and between Natural 
and Phillips, et al., subject to the jurisdiction of the Commission, all as more 
fully represented in the application on file with the Commission. 

om * >» oF * * ca 

Natural, with a principal place of business in Chicago, Illinois, filed on 
November 10, 1958, in Docket No. G—16932 an application, pursuant to Section 7 
of the Natural Gas Act, for a certificate of public convenience and necessity 
authorizing the construction and operation of: (1) a tap on its main transmis- 
sion line in Beaver County, Oklahoma, (2) approximately 3,700 feet of 4-inch 
lateral supply pipeline to extend from the proposed tap to the York No. 1 Unit 
well in the Camerick Field, Beaver County, Oklahoma, and (3) a meter station 
to be installed at a point on said lateral; in order to purchase and receive 
natural gas produced by Phillips, Operator, from said well. The estimated 
initial cost of Natural’s facilities is $20,700, which cost will be financed from 
funds on hand. 

By telegram sent November 21, 1958, Natural was granted temporary authori- 
zation to construct and operate such facilities. 

The volume of gas to be made available to Natural is reasonably adequate to 
warrant construction of the facilities proposed. 

Pursuant to due notice, a public hearing was held in Washington, D.C., and 
concluded on January 29, 1959, respecting the matters involved in and the 
issues presented by the applications. No appearances other than staff counsel 
were entered upon the record and no evidence offered in opposition to the 
granting of the applications. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules 
of Practice and Procedure. 


The Commission finds: 


(1) Phillips Petroleum Company, Operator, and Natural Gas Pipeline Com- 
pany of America are “natural-gas companies” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission. 


*Omitted portions of this order relate to the issuance of an independent producer 
certificate. 
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(2) The facilities hereinbefore described are proposed to be used by Natural 
in the transportation and sale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, as an integral part of its pipeline system 
and the construction and operation thereof by Natural are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

* ” * ed & * * 

(4) The construction and operation of the facilities proposed by Natural, 
and the sale of natural gas by Phillips, together with the construction and 
operation of any facilities subject to the jurisdiction of the Commission neces- 
sary therefor, are required by the public convenience and necessity, and certifi- 
eates therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity requires that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (ce) (4) and (e) of Sec- 
tion 157.20 of the Commission's General Rules and Regulations, including the 
Rules of Practice and Procedure, should attach to the issuance of the certificate 
to Natural, and to the exercise of the rights granted thereunder, and that the 
time within which construction of facilities authorized by this order should be 
completed and said facilities should be placed in actual operation should be 
fixed at 6 months from the date on which this order issues. 

(6) The respective parties herein are able and willing properly to do the acts 
and to perform the services proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commis- 
sion thereunder. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30(c)(1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Natural to construct and operate the facilities hereinbe- 
fore described, all as more fully described in the application in this proceeding, 
for the transportation and sale of natural gas in interstate commerce, upon the 
terms and conditions of this order. 


* * * * * * * 


(C) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(3), (ec) (4) and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the issu- 
ance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules, is hereby fixed at 6 months from the 
date on which this order issues. 


* * * * * * * 


(F) The certificates issued herein are not transferable and shall be effective 
only so long as the respective parties continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations and orders of the Commission thereunder. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


PERMIAN BASIN PIPELINE COMPANY, DOCKET NO. G—12713 


ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued February 9, 1959) 


On December 16, 1958, Permian Basin Pipeline Company (Applicant) filed 
a petition to amend the certificate order issued to it on September 13, 1957, in 
Docket No. G—12713, by extending the term of said certificate from December 
31, 1958, to December 31, 1959. 

The aforesaid order issued September 13, 1957, authorized Applicant to sell 
up to 200,000 Mcf per day of interruptible natural gas to El Paso Natural Gas 
Company (El Paso) for the period terminating December 31, 1958. It appears 
that the circumstances under which the original authorization was granted, 
allowing Permian, by these sales, to make up its underproduction and El 
Paso to reduce its overproduction in the area of southeastern Lea County, New 
Mexico, under the proration regulations of the New Mexico Oil Conservation 
Commission, are continuing into the year 1959. The sales will continue to be 
made under the original contract of May 9, 1957, between Applicant and El 
Paso, said contract being for an indefinite term, cancellable by either party 
after 60 days notice. 

Temporary authority to continue to sell up to 200,000 Mcf of natural gas per 
day to El Paso for the period January 1, 1959, through December 31, 1959, was 
granted to Applicant on January 8, 1959. 

The Commission finds: 

It is appropriate in carrying out the provisions of the Natural Gas Act that 
the order issued on September 13, 1957, in Docket No. G—12713, issuing a cer- 
tificate of public convenience and necessity to Permian Basin Pipeline Company, 
be amended as hereinafter ordered. 


The Commission orders: 


(A) The order of the Commission issued on September 13, 1957, in Docket 
No. G—12713, issuing a certificate of public convenience and necessity to Per- 
mian Basin Pipeline Company, be and the same hereby is amended by substitut- 
ing the date of December 31, 1959, for the date of December 31, 1958, in para- 
graph (D) thereof. 

(B) In all other respects, said order issued September 13, 1957, shall remain 
in full force and effect. 

Commissioner Connole not participating. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


PACIFIC NORTHWEST PIPELIND CORPORATION, DOCKET NO. G-—15458; 
MOUNTAIN FUEL SUPPLY COMPANY, DOCKET NO. G-15513 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
AND ACCEPTING RATE SCHEDULE FOR FILING 


(Issued February 9, 1959) * 


Pacific Northwest Pipeline Corporation (Pacific), a Delaware corporation 
with a principal place of business in Salt Lake City, Utah, filed an application 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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on July 11, 1958, as amended and supplemented on October 20 and December 
9, 1958, in Docket No. G—-15458, pursuant to Section 7 of the Natural Gas Act, 
for a certificate of public convenience and necessity authorizing the construction 
and operation of certain facilities for the exchange of natural gas with Mountain 
Fuel Supply Company (Mountain Fuel) in Wyoming, subject to the jurisdiction 
of the Commission, all as more fully described in the application on file with 
the Commission. 

Pacific estimates the exchange volumes will aggregate 3,650,000 Mcf during 
the first year of operation. 

Pacific proposes to construct and operate two line taps on the 30-inch loop of 
its Big Piney lateral line in Lincoln and Sublette Counties, Wyoming (author- 
ized in Docket No. G-14561). Through the proposed taps on its Big Piney 
loop, Pacific will receive natural gas from Mountain Fuel in the Big Piney-La 
Barge area of Wyoming and return equivalent volumes to Mountain Fuel at 
an existing metering station where it now sells gas to Mountain Fuel, located 
along Pacific’s 22-inch main line in Sweetwater County, Wyoming, near its 
Compressor Station No. 6. 

Mountain Fuel, a Utah corporation with its principal place of business in 
Salt Lake City, Utah, filed an application in Docket No. G—15513 on July 21, 
1958, pursuant to Section 7 of the Natural Gas Act for a certificate of public 
convenience and necessity authorizing the construction and operation of fa- 
cilities, subject to the jurisdiction of the Commission, necessary for the proposed 
exchange of gas with Pacific, all as more fully described in the application on 
file with the Commission. 

Mountain Fuel proposes to construct and operate two lateral pipelines con- 
sisting of 6 miles of 6 and 8 inch pipe extending from the Dry Piney and Birch 
Creek fields in Sublette County, Wyoming, to a connection with Pacific’s Big 
Piney Lateral, plus appurtenant facilities, through which facilities Mountain 
Fuel will deliver its gas from Dry Piney and Birch Creek into Pacific’s Big 
Piney Lateral. Simultaneously Pacific will return equivalent volumes to Moun- 
tain Fuel as described above. 

The gas supply to be received by Mountain Fuel through the proposed ex- 
change agreement will merely augment its present gas supply, replace depleted 
supplies from the Church Buttes Field in Wyoming and assure adequate service 
to its existing customers. No new sales are proposed. 

The applications of Pacific and Mountain Fuel state: 

Mountain Fuel owns, or controls through purchase agreements, certain gas 
reserves in the Big Piney-La Barge area located approximately 60 miles from 
its existing main transmission system, as to which it does not have sufficient 
information regarding deliverability and reserves to determine whether the 
available gas supply will justify construction by Mountain Fuel of a lateral 
from the producing area to its main transmission system. Pacific anticipates 
it will have excess capacity available on its Big Piney looped lateral to handle 
the Mountain Fuel gas, as least until September 30, 1961. Pacific and Moun- 
tain Fuel have therefore entered into the subject exchange agreement to enable 
Mountain Fuel to meet its production and purchase obligations in the Big Piney- 
La Barge area pending determination of the feasibility of its own pipeline. 
Pacific expects to benefit from the proposed exchange by realizing revenues of 
at least $150,000 per year, from the 4 cents per Mcf exchange charge to be paid 
by Mountain Fuel and by using otherwise idle capacity in the Big Piney loop 
to increase its load factor. 
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Pacific estimates the total capital cost of its proposed facilities at $16,102 
which will be financed from currently available funds. 

Mountain Fuel estimates the cost of its proposed facilities at $143,500, which 
will be financed from currently available funds on hand. 

The gas supply which will become available by the operation of the proposed 
facilities is reasonably adequate to justify the construction of the proposed 
facilities by Pacific and Mountain Fuel. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
January 28, 1959, respecting the matters involved in and the issues presented 
by the applications. No petitions to intervene or protests in opposition to the 
granting of the applications have been received. Staff counsel moved orally 
at the hearing that the intermediate decision procedure be omitted and the 
Commission render a decision pursuant to Section 1.30(c) (1) of the Commis- 
sion’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Pacific, a Delaware corporation having its principal place of business in 
Salt Lake City, Utah, and Mountain Fuel, a Utah corporation with its prin- 
cipal place of business in Salt Lake City, Utah, are “natural-gas companies” 
within the meaning of the Natural Gas Act, as heretofore found by the 
Commission. 

(2) The facilities hereinbefore described, as more fully described in the ap- 
plications of Pacific and Mountain Fuel are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce for resale, subject to 
the jurisdiction of the Commission, as integral parts of their respective existing 
pipeline systems and the construction and operation thereof by Pacific and 
Mountain Fuel are subject to the requirements of Subsections (c) and (e) of 


Section 7 of the Natural Gas Act. 


+ oa x » ” * * 

(5) Pacific, Mountain Fuel and the independent producers are able and 
willing properly to do the acts and to perform the services proposed and to 
conform to the provisions of the Natural Gas Act, and the requirements, rules 
and regulations of the Commission thereunder. 

(6) The proposed construction and operation of the facilities by Pacific and 
Mountain Fuel and the proposed sales of natural gas by the independent pro- 
ducers, together with the construction and operation of any facilities subject 
to the jurisdiction of the Commission necessary therefor, are required by the 
public convenience and necessity, and certificates therefor should be issued as 
hereinafter ordered and conditioned. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c)(3), (ce) (4) and (e) of Sec- 
tion 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20) should attach to the certificates hereinafter issued to Pacific in Docket 
No. G—15458, and to Mountain Fuel in Docket No. G-15513, and to the exercise 
of the rights granted thereunder, and that the time within which construction 
of the facilities authorized by this order shall be completed and in actual 
operation should be fixed at 6 months from the date on which this order issues. 

(8) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure, Section 1.30(c) of the Commission’s Rules 
of Practice and Procedure, was unopposed by any party of record, and, not 
having been denied by the Commission, is granted, pursuant to Section 1.30 
(ce) (1) of said Rules. 


- * 
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The Commission orders: 


(A) Certificates of public convenience and necessity be and the same are 
hereby issued authorizing Pacific and Mountain Fuel to construct and operate 
the facilities hereinbefore described, all as more fully described in the appli- 
cations in this proceeding and the exhibits appended thereto, for the transpor- 
tation and sale of natural gas as therein set forth, subject to the jurisdiction 
of the Commission, upon the terms and conditions of this order. 

* * * ~ * ~ * 

(C) The general terms and conditions set forth in paragraphs (a), (b), (c¢) 
(3), (ce) (4) and (e) of Section 157.20 of the Commission’s Rules of Practice 
and Procedure shall attach to the issuance of the certificates granted in para- 
graph (A) hereof, and to the exercise of the rights granted thereunder. 

x * BS * *” * x 

(E) The time within which the facilities of Pacific and Mountain Fuel hereby 
authorized shall be constructed and placed in actual operation as provided by 
paragraph (b) of Section 157.20 of the Commission’s Rules of Practice and 
Procedure is hereby fixed at 6 months from the date on which this order 
issues. 


* 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


PACIFIC GAS AND ELECTRIC COMPANY, PROJECT NO. 137 
ORDER APPROVING REVISED EXHIBIT 
(Issued February 9, 1959) 


Pacific Gas and Electric Company, licensee for major Project No. 137, filed 
prints for Exhibit K-12E (revised October 15, 1958, FPC No. 137-69), show- 
ing topography and proposed modification of the project boundary for the Lower 
Bear River Reservoir of the Mokelumne River Development in the State of 
California, as follows: 

Exuisit K 


Sheet No. FPC No. Dwg. No. Showing 
12-E 137-69 16954 Lower Bear River Reservoir 


(rev. 10-15-58) 


The licensee states that it is cooperating with the United States Forest Serv- 
ice in planning for recreational uses including the construction of resort build- 
ings and related facilities at Lower Bear River Reservoir involving certain 
company lands within and without the present project boundary; that some of 
these facilities are to be constructed within the present project boundary rea- 
sonably close to the maximum water surface of the reservoir (elevation 5,816 
feet, but are located above elevation 5,840 feet so as not to interfere with the 
project. 

Licensee requests that the project boundary as shown on Exhibit K-12E in 
the NEWYNWX, Sec. 18, and in the southerly portion of Sec. 7, T. 8 N., R. 16 E, 
MDB&M, be modified to conform to the 5,840-foot contour. Such modification 
will decrease the project area by a net amount of about 8.11 acres, all private 
lands owned by the company. 
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The Commission finds: 


(1) The land to be excluded lies in the extreme upper reach of the reservoir 
area and does not appear necessary for the operation and maintenance of the 
project. The normal high water pool of the reservoir (elevation 5,816 feet) is 
well within the proposed project boundary contour of the 5,840 feet. 

(2) It is proposed that the recreational facilities be located above the 5,840 
level. 

(3) Annual charges are not affected by the proposed change. 

(4) Exhibit K-12E (revised October 15, 1958, FPC No. 137-69) conforms to 
the Commission’s rules and regulations and should be approved, as a part of 
the license for the project. 


The Commission orders: 


(A) The above-described Exhibit K-12E (revised October 15, 1958, FPC No. 
137-69), is approved as part of the license for Project No. 137. 

(B) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313(a) 
of the Federal Power Act, and failure to file such an application shall con- 
stitute acceptance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


UTAH POWER & LIGHT COMPANY, PROJECT NO. 765 
ORDER AMENDING LICENSE (TRANSMISSION LINE) 


(Issued February 10, 1959) 


Applications were filed on December 12, 1957 and May 13, 1958, by Utah 
Power & Light Company, licensee for transmission line Project No. 765, for 
further amendment of the license for the project, located in Counties of Tooele, 
Weber and Cache, Utah, and affecting lands of the United States. 

The application filed on December 12, 1957, seeks to exclude from the license 
a 3-circuit telephone line, 23.881 miles long, extending from the applicant’s 
North Ogden telephone booth to the applicant’s Paradise telephone booth be- 
cause of excessive maintenance costs of said line and the function of said line 
is now served by a micro-wave communication system. 

The application filed on May 13, 1958, seeks to exclude from the license the 
following transmission lines: 

(1) The Ophir-Fisk-Tintic 11-kv line, a single circuit, three phase transmis- 
sion line, 1.963 miles long, extending from the Ophir Hill Mill to Fisk and 
Buffalo Mines in Tooele County, Utah. 

(2) The remaining section of the Mercur 11-kv line, a single circuit, three 
phase transmission line, 3.519 miles long extending from Station 124 + 35 
to Station 310 + 14 in Tooele County, Utah. 

(3) The West Dip-Mercur 11-kv line, a single circuit, three phase transmis- 
sion line, 3.664 miles long, extending from the West Dip substation to the 
Geyser-Marion Switchtrack in Toole County, Utah. 


These power lines are being dismantled because mining operations in the area 
served by these transmission lines have been abandoned, and there are no cus 
tomers on the lines. 

By letter dated January 4, 1944, the Commission advised the licensee that 
with the exceptions of the 44~-kv and the 11-kv circuits joining the Ashton, 
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Idaho hydro plant with the interconnected system near the St. Anthony plant, 
the transmission lines included under the license for Project No. 765 are not 
primary lines within the definition of “project” as defined in Section 3(11) 
of the Federal Power Act. 

In reporting on the application, the Department of the Interior advises that 
the lands of the United States under the administration of the Department have 
been restored to a satisfactory condition. 

The effect of the amendment of the license would be to reduce the annual 
land charges from $817.68 to $784.99. 


The Commission finds: 


(1) The license, further amended as hereinafter provided, will not interfere 
or be inconsistent with the purposes of any withdrawal of public lands, and 
will not alter any of the basic facts upon which the license was issued. 

(2) The annual charges to be paid under the license, as further amended, 
for the purpose of recompensing the United States for the use, occupancy, and 
enjoyment of its lands are reasonable as hereinafter fixed and specified. 

(3) Supplemental Exhibit “K” (FPC No. 765-32), showing the location of 
the North Ogden-Paradise Telephone Line to be removed and excluded from 
Project No. 765, although filed as part of the application to amend the license, 
need not be approved. 

(4) The following described exhibits, now part of the license, should be re- 
vised as follows: 

(a) Exhibit “K’”, sheet 4 of 5 (FPC No. 765-4), be revised to reflect the ex- 
clusion from the license of the North Ogden-Paradise telephone line, and as so 
revised be reapproved and made a part of the license; 

(b) Supplemental Exhibit “K’’, sheet 5 of 5 (FPC No. 765-10), be revised 
to reflect the exclusion from the license of the Ophir-Fisk-Tintic 11—kv line, 
and as so revised be reapproved and made a part of the license ; 

(c) Supplemental Exhibit “K”, sheet 1 of 1 (FPC No. 765-12), be revised to 
reflect the exclusion from the license of the remaining section of the Mercur 
11-kv line, and as so revised be reapproved and made a part of the license; 

(d) Supplemental Exhibit “K’”, sheet 1 (FPC No. 765-19), be revised to re- 
flect the exclusion from the license of the West Dip-Mercur 11-kv line, and as 
so revised be reapproved and made a part of the license; 

(e) Exhibit M be revised to reflect the exclusion from the license of the 
North Ogden-Paradise Telephone Line, the Ophir-Fisk-Tintic 11—kv line, and the 
West Dip-Mercur 11-kv line, and as so revised be reapproved and made a part 
of the license. 


The Commission orders: 


(A) The exhibits described in finding (4) above, revised in the manner de- 
scribed above, are reapproved as part of the license for Project No. 765. 

(B) The license for transmission line Project No. 765, as amended, is further 
amended, effective as of January 1, 1959, as follows: 

Paragraph I—The paragraph beginning “Now, therefore . . . on page 2 of the 
license as amended, listing the project works, be further amended to exclude 
the following lines : 

North Ogden-Paradise Telephone Line; 

Ophir-Fisk-Tintic, 11,000-volt line; 

Mercur, 11,000-volt line extending from station 124+35 to station 310414; 
The West Dip-Mercur 11,000-volt line; 

Paragraph II—Article 12 as amended July 11, 1949, be further amended by 
changing subparagraph (b) to read as follows: 
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(b) For the purpose of recompensing the United States for the use, occupancy 
and enjoyment of its lands $784.99. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of these amendments of the license. In acknowledgment of the 
acceptance of the amendments of the license, this instrument shall be signed for 
the licensee and returned to the Commission within 60 days from the date of 
issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


NORTHERN LIGHTS, INC., PROJECT NO. 2247 
ORDER ISSUING PRELIMINARY PERMIT 
(Issued February 10, 1959) 


Application was filed June 9, 1958, by Northern Lights, Inc., of Sandpoint, 
Idaho, for a preliminary permit under Section 4(f) of the Federal Power Act 
(hereinafter referred to as the Act) for proposed Project No. 2247, to be lo- 
cated on Smith Creek, a tributary of the Kootenai River, in Boundary County, 
Idaho, in the region of Porthill, and affecting lands of the United States within 
the Kaniksu National Forest. 

As described in the application, the proposed project would consist of a 
small dam above a waterfall on Smith Creek; a powerhouse below the falls 
with an installed capacity of about 600 kilowatts, developing about 190 feet 
of head ; and a pipeline extending from the dam to the powerhouse. 

The applicant proposes to use the power generated to serve its present and 
future customers and to replace power now purchased from the Bonneville 
Power Administration. 

Pursuant to petition therefor, the State of Idaho, acting upon the relation 
of its Fish and Game Commission, was permitted to intervene in this proceed- 
ing by Commission order issued September 25, 1958. A special condition for 
the protection of the fish and wildlife resources of the affected areas is included 
in the permit issued herein. 

The Chief of Engineers, Department of the Army, has informed the Com- 
mission that the project would have no significant effect on existing or planned 
Corps of Engineer projects and that no objection is made to issuing the permit. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Kaniksu National Forest, has recommended the inclusion 
in the permit of a special provision for the adequate protection and utilization 
of the national forest. 

The Secretary of the Interior has suggested the inclusion in the permit of a 
stipulation in the interest of fish and wildlife resources as hereinafter pro- 
vided and informed the Commission that the National Park Service suggests 
that the permit include a stipulation providing for consultation with the De- 
partment of Anthropology, Idaho State College, Pocatello, Idaho, concerning 
archeological and historical values. 

The Governor, the Public Utilities Commission, and the Department of Fish 
and Game—all of the State of Idaho—have been notified of the filing of the 
application. 
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The preliminary permit issued herein does not authorize construction of the 
proposed project. The permit gives the permittee, during the period of the 
permit, the right of priority of application for license while the permittee un- 
dertakes the necessary studies and examinations, including the preparation of 
maps and plans, in order to determine the economic feasibility of the proposed 
project, the means of securing the necessary financial arrangements for con- 
struction, the market for the project power, and all information necessary for 
inclusion in an application for license, should one be filed. 


The Commission finds: 


(1) The applicant is a corporation organized under the laws of the State 
of Idaho. 

(2) The project will occupy lands of the United States within the Kaniksu 
National Forest. 

(3) Public notice of the application has been given as required by the Federal 
Power Act. No conflicting application is before the Commission. 

(4) No reason is apparent at this time for development of the project by the 
United States. 


The Commission orders: 


(A) This preliminary permit is issued to Northern Lights, Inc. (hereinafter 
referred to as the Permittee) for a period of two years, effective as of January 
1, 1959, for the sole purpose of maintaining priority of application for a license 
for Project No. 2247, affecting lands of the United States within the Kaniksu 
National Forest, subject to the terms and conditions of the Act which is hereby 
incorporated by reference as a part of this permit, and subject to such rules and 
regulations as the Commission has issued or prescribed under the provisions of 
the Act. 

(B) This permit is also subject to the terms and conditions set forth in 
Form P-1, entitled “Terms and Conditions of Preliminary Permit” (16 F.P.C. 
1308), which terms and conditions (designated as Articles 1 through 8) are 
attached hereto and made a part hereof; and subject to the following special 
conditions set forth herein as additional articles: 

Article 9. The Permittee shall submit, at the close of each six-month period 
from the effective date of the preliminary permit, to the Regional Engineer, 
Federal Power Commission, San Francisco, California, having supervision over 
the project, or to such other officer as the Commission may designate, accurate 
statements of the work accomplished during the period and of the work con- 
templated under the permit for the ensuing period. 

Article 10. The Permittee shall, during the period of project planning, coop- 
erate with the Idaho Department of Fish and Game and the Bureau of Sport 
Fisheries and Wildlife of the United States Fish and Wildlife Service in order 
that adequate provision may be made for the protection of the fish and wildlife 
resources of the affected areas. 

Article 11. The Permittee shall, during the period of project planning, coop- 
erate with the Department of Anthropology, Idaho State College, Pocatello, 
Idaho, concerning archeological values which may be affected within the project 
area. 

Article 12. The Permittee shall, prior to undertaking any investigation work 
under this permit on National Forest lands, consult with the Regional Forester, 
United States Forest Service, Missoula, Montana, as to reasonable require- 
ments relative to operations, and field surveys. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
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Act, and failure to file such an application shall constitute acceptance of this 
preliminary permit. In acknowledgment of the acceptance of this preliminary 
permit, it shall be signed by the Permittee and returned to the Commission 
within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


CITY OF SITKA, ALASKA, PROJECT NO. 2230 
ORDER AMENDING LICENSE (MAJOR) 
(Issued February 10, 1959) 


On June 2, 1958, City of Sitka, Alaska, licensee for major Project No. 2230, 
filed for Commission approval revised Exhibit L drawings of the intake struc- 
ture for the project, situated on Blue Lake and Medvetcha River on Baronof 
Island, Alaska, and affecting lands of the United States within the Tongass 
National Forest. 

On June 30, 1958, the licensee filed application for amendment of its license 
for the project to authorize the following changes and additions to the project 
works: (a) relocation of the proposed powerhouse to a site downstream on the 
Medvetcha River near tidewater; (b) addition of a lined and unlined tunnel 
of approximately 5518 feet and relocation of 337 feet of penstock; (c) installa- 
tion of an 18-inch Howell-Bunger valve in the 84-inch diameter pipeline at the 
Medvetcha River crossing; (d) construction of the single arch concrete dam 
to initial crest elevation of 345 feet instead of 365 feet; (e) the addition of a 
water supply valve to the penstock; (f) change in the size of the powerhouse; 
(g) change in the turbine characteristics; and (h) addition of a surge tank. 

The location, nature and character of the above changes and additions are 
more specifically shown and described by certain exhibits which formed part 
of the application for amendment of license and which are described and desig- 
nated as follows: 

Erhibit K: (FPC No. 2230-22) Upper Tunnel, Dam Site, Intake. 

Exhibit K: (FPC No. 2230-23) Powerhouse. 

Exhibit K: (FPC No. 2230-24) Penstock and Tunnel. 

Erhibit K: (FPC No. 2230-25) Tunnel and Conduit. 

Erhibit L: (FPC No. 2230-19) Upper Tunnel Profile. 

Exhibit L: (FPC No. 2230-20) Rating Curves and Tunnel Details. 

Erhibit L: (FPC No. 2230-21) Diversion and Intake Structure. 

The relocating of the powerhouse downstream near tidewater will provide 
a site with all weather accessibility; will increase the design net head from 
195 feet to 267 feet; will permit the initial operation of the dam and reservoir 
at elevation 345 feet which will meet the present power requirements thus re- 
ducing initial construction costs which would be required for a higher dam; 
will enable the dam crest to be raised to 365 feet in the future: and will in- 
crease the storage to enable the project to produce a total of 35,000,000 kwh of 
firm power. The changes sought herein further provide for the addition of the 
Howell-Bunger valve which will permit the minimum release to Medvetcha 


River of not less than 50 cfs to sustain existing downstream fishery resources; 
and for other changes and additions which will improve the industrial water 
supply and plant arrangement facilities of the Alaska Lumber & Pulp Com 
pany, Inc. 
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The Acting Secretary of the Interior has advised that the proposed amend- 
ment of the license would not change the project’s effect on fish and wildlife 
resources and that no fishways are required. Article 28 of the license issued 
April 24, 1958, provided that the licensee maintain, during the project develop- 
ment and operation, a minimum flow of 50 cfs at all times in the Medvetcha 
River below the powerhouse site to sustain existing downstream fishery re- 
sources. The proposed amendment changes the site of the powerhouse from 
elevation 144 to a site near tidewater. The Acting Secretary of the Interior, 
therefore, requested that Article 28 be revised to provide for a minimum re- 
lease at all times during project construction and operation of at least 50 
cfs from the proposed 18-inch Howell-Bunger valve located near pipeline station 
56 plus 48, as hereinafter provided. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Tongass National Forest, has advised that the proposed 
amendment will not interfere or be inconsistent with the purpose for which the 
Tongass National Forest was created, provided that the amended license is 
subject to the same terms and conditions as the existing license. 
































The Commission finds: 





(1) The license, amended as hereinafter provided, will not interfere or be 
inconsistent with the purposes for which the Tongass National Forest was 
created or acquired and will not alter any of the basic facts upon which the 
license was issued. 

(2) Public notice has been given as required by the Federal Power Act. 

(3) The Exhibit L drawing for the intake structure is satisfactory and the 
changes proposed by the licensee in its application for amendment of license 
are desirable under present conditions. 

(4) The Exhibit L drawings (FPC No. 2230-19, -20 and -21) showing intake 
structure plans and Exhibit K (FPC No. 2230-22, -23 and -24) showing revised 
locations and additions to project works conform to the Commission’s rules 
and regulations and should be approved and made a part of the license, as 
hereinafter provided. Exhibit L (FPC No. 2230-8, —-9, -10 and -11) and Exhibit 
M, now part of the license, are no longer applicable and should be eliminated 
from the license, and revised exhibits should be submitted as hereinafter 
provided. 





The Commission orders: 


(A) The Exhibit L drawings and Exhibit K described in finding (4) above 
as conforming to the Commission’s rules and regulations are approved as part 
of the license for Project No. 2230 as amended, and Exhibits L and M described 
in the same finding as being part of the license are eliminated therefrom. 

(B) The license for Project No. 2230 is amended, effective as of January 1, 
1959, as follows: 

Paragraph I. Finding (2) of the license is amended to read: 

(2) The proposed project will consist of : 

(a) All lands constituting the project area and enclosed by the project 
boundary or the limits of which are otherwise defined, and/or interests in such 
lands necessary or appropriate for the purpose of the project, whether such 
lands or interests therein are owned or held by the applicant or by the United 
States; such project area and project boundary being more generally shown and 
described by certain exhibits which formed part of the application for license 
or amendment thereof and which are designated and described as follows: 

Erhibit J: (FPC No. 2230-3 and -4) General Maps of Area. 

Exhibit K: (FPC No. 2230-22) Upper Tunnel, Dam Site, Intake 
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Echibit K: (FPC No. 2230-23) Powerhouse. 

Evhibit K: (FPC No. 2230-24) Penstock and Tunnel. 

Exhibit K: (FPC No. 2230-25) Tunnel and Conduit. 

(b) The project would consist of a single arch concrete dam with overflow 
spillway located approximately 400 feet below the outlet of Blue Lake on 
Medvetcha River, which would raise the water surface of Blue Lake from its 
normal elevation to 345 feet m.s.l., increase the surface area from 490 acres to 
approximately 1,215 acres and provide about 150,000 acre feet of storage and 
having provisions for the future increase in height of dam to 365 feet m.s.L, 
which would increase the water surface to 1,295, the total storage to 176,500 
acre feet; a fixed wheel intake gate; a conduit consisting of two concrete lined 
tunnels and unlined tunnels of 1,478 feet and 5,518 feet in length; an 18-inch 
Howell-Bunger valve in the conduit at a point where the conduit crosses the 
Medvetcha River; a penstock 337 feet long of 8 foot diameter steel pipe with 
provisions for a water main outlet to the Alaska Lumber & Pulp Company, Inc.; 
a surge tank; a concrete powerhouse containing an initial installation of two 
5,250 horsepower Francis type turbines connected to two 3,000 kw generators 
with provision for future installation of a third unit; a substation; a transmis- 
sion line to Sitka; and other appurtenant facilities; the location, nature and 
character of which are more specifically shown and described by the exhibits 
hereinbefore cited and by certain other exhibits which also formed part of the 
application for license or amendment thereof and which are designated and de- 
scribed as follows: 

Exhibit L: (FPC No. 2230-12) Dam Sections. 

Exhibit L: (FPC No. 2230-14) Dam Foundation Grouting. 

Ecvhibit L: (FPC No. 2230-19) Upper Tunnel Profile. 

Exhibit L: (FPC No. 2230-20) Rating Curves and Tunnel Details. 

Exhibit L: (FPC No. 2230-21) Diversion and Intake Structure. 

Paragraph II. Articles 28, 31 and 32, respectively, of the license are amended 
to read: 

Article 28. The Licensee shall, during project development and operation, 
maintain a minimum flow of not less than 50 efs at all times in Medvetcha 
River from the 18-inch Howell-Bunger valve located near pipeline station 56 
plus 48 to sustain the existing downstream fishery resources. 

Article 31. The Licensee shall submit in accordance with the Commission’s 
rules and regulations Exhibit L drawings showing design of spillway with res- 
ervoir at elevation 345 and/or at elevation 365 and the powerhouse proposed 
near tidewater, and a revised Exhibit M. Licensee shall not begin construction 
of these structures until the Commission approves the Exhibit L. 

Article 32. The Licensee shall at such time as the Commission may direct 
and to the extent it is economically sound and in the public interest to do so, 
after notice and opportunity for hearing, construct the dam to its ultimate 
height and install additional generating capacity in its powerhouse and/or at 
the point of discharge of water for fish preservation, utilizing such discharge 
for power generation. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act and failure to file such an application shall constitute ac- 
ceptance of this amendment of license. In acknowledgment of the acceptance 
of this amendment of license, it shall be signed for the licensee and returned to 
the Commission within 60 days from the date of issuance of this order. 
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3efore Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck. 
William R. Connole and Arthur Kline. 


SUNRAY MID-CONTINENT OIL COMPANY, DOCKET NOS. G—2975; G—2976; 
G-2978—G-2980, INCL., ; G-2991—G—2996, INCL. ; G-8806—G-3813, INCL. ; 
G-3815—G-3818, INCL. ; G-3884—G-3887, INCL. ; G-4268 ; G-4416 ; G-4912; 
G-4914 ; G-4915 ; G-4917—-G-4919, INCL. ; G-4944 ; G-4945 ; G-4947—_-G—494, 
INCL. ; G—5122—G-—5135, INCL. ; G-5172—G—5180, INCL. ; G-5932 ; G—6044 ; 
G-6046—G-6051, INCL. ; G—6053 ; G-6054 ; G—6056 ; G—6057 ; G-6059 ; G-6193 ; 
G-6194; G—6606; G—8663; G-—S8791; G—8825; G-—9257; G—9265; G—9530; 
G-9782 ; G-10019 ; G—10825 ; G-10326 ; G—10621 ; G-10706 ; G—10757 ; G—10765 ; 
G-10775; G-—10825; G-—10943; G-—11026; G-11550; G-—11661; G—11662; 
G-11760; G-11762; G-—12113; G-—12114; G-—12400; G-—12489; G—12566; 
G—12784 ; G-12857 ; G-12900—G-12902, INCL. ; G—12959 ; G-13011 ; G—15094 ; 
G-13125; G—13298 


ORDER DENYING APPLICATION FOR REHEARING 
(Issued February 11, 1959) 
On January 12, 1959, Sunray Mid-Continent Oil Company (Sunray), an inde- 
pendent producer natural-gas company, filed an application for rehearing of 


our order issued December 15, 1958, 20 FPC 824, modifying and adopting, as 
modified, the initial decision of the presiding examiner in this proceeding. The 


application for rehearing is directed at and is applicable to ninety-one of the 
consolidated dockets in this case in which we issued certificates of public con- 
venience and necessity to Sunray without limitation as to time. Sunray seeks 


to have us modify our said order of December 15, 1958, so as to limit the cer- 
tificates issued to the duration of the underlying sales contracts in each of the 
ninety-one dockets. 

A review of Sunray’s application shows that the assignments of error and 
grounds for rehearing relied upon are generally the same as those contained in 
its application for rehearing in Sunray Mid-Continent Oil Company, et al., 
Docket Nos. G—12211, et al., and which were fully treated and disposed of by our 
order issued June 21, 1958, 19 FPC 1107, denying the application for hearing. 
These issues are now before the United States Court of Appeals for the Tenth 
Circuit in Sunray Mid-Continent Oil Company v. F.P.C. (No. 5968), on Sun- 
ray’s petition to review our May 9, 1958, order issuing unlimited certificates in 
that case. 

Since we have already considered these issues at length, and have set forth 
our findings and conclusions thereon in the above orders issued by us in 
Docket Nos. G—12211, et al., and in the order issued by us in this case, and since 
those findings and conclusions are fully applicable here, it is neither necessary 
nor appropriate for us to repeat those findings and conclusions here. 

The Commission finds: 

The assignments of error and grounds for rehearing contained in the appli- 
cation for rehearing filed by Sunray Mid-Continent Oil Company herein set forth 
no new facts or principles of law which were not fully considered by the Com- 
mission when it issued its above-described order of December 15, 1958, or which 
have now been considered warrant any change or modification of said order. 


556—79.41—- 63 16 
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The Commission orders: 


The application for rehearing of the Commission’s order of December 15, 1958, 
filed herein by Sunray Mid-Continent Oil Company on January 12, 1959, is 
hereby denied. 

Commissioner Kline not participating. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


GULF OIL CORPORATION, G-9520, G-11106, G-11335, G-—11442, G—11443, 
G-11444, G-11847, G-12315, G—12634, G—12955, G—12956, G-13495, G—13518, 
G-13519, G—13526, G-13581, G-138772, G-13841, G—13983, G-13984, G—14092, 
G-14262, G-14410, G-14416 ; GULF OIL CORPORATION, G—14929 ; G—-15127, 
G-15169, G—16334, G-16657, G—16658, G—16660, G—16696, G—16902, G—17290; 
GULF OIL CORPORATION, G-8516; GULF OIL CORPORATION (OP- 
ERATOR), HT AL., G-11851, G-13100, G-13494; GULF OIL CORPORA- 
TION (OPERATOR), ET AL., G—16659, G—-16730, G—16898, G—16959, G—16960 ; 
GULF OIL CORPORATION, G-—17813 


ORDER INSTITUTING RATE INVESTIGATION AND GRANTING MOTION TO 
CONSOLIDATE PROCEEDINGS 


(Issued February 12, 1959) 


The above-captioned proceedings involving Gulf Oil Corporation (Gulf), 
Docket Nos. G—9520 through G—14416, have been heretofore consolidated, with 
hearings now set to commence on February 17, 1959. On February 5, 1959, 
Gulf filed a motion to consolidate the following proceedings, all listed in the 
caption, with those proceedings previously consolidated, as referred to above; 
Docket Nos. G—14929 through G—17290. 

All of the afore-mentioned proceedings involve increased rate proposals filed 
pursuant to the provisions of Section 4 of the Natural Gas Act. Gulf states, 
in its motion to consolidate, that the evidence it proposes to present at the 
hearing commencing February 17, 1959, is on a company-wide basis, and would 
be in support of proposed increases in all dockets, those proposed to be con- 
solidated as well as those now consolidated. Thus, Gulf concludes, consolida- 
tion would avoid duplication of effort and needless expense. 

In view of the fact that suspension orders are outstanding with respect to a 
large number of sales by Gulf, raising the question of the lawfulness of the 
rates proposed by Gulf, it is appropriate that a rate investigation be instituted 
herein and be broad enough to cover all of Gulf’s rates and charges for sales 
of gas, subject to the jurisdiction of the Commission. It appears that, upon 
the basis of data available to the Commission, the rates, charges, and classi- 


fications for or in connection with the sales or transportation of natural gas 
by Gulf, subject to the jurisdiction of the Commission, and the rules and regu- 


lations, practices, and contracts relating thereto may be unjust, unreasonable, 
unduly discriminatory, or preferential. 


The Commission finds: 


(1) Gulf Oil Corporation is an independent producer of natural gas and is 


a “natural-gas company” within the meaning of the Natural Gas Act, being 
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engaged in the sale and delivery of natural gas in interstate commerce for re- 
sale or ultimate public consumption. 

(2) It is necessary and proper in the public interest and to aid in the enforce- 
ment of the provisions of the Natural Gas Act that an investigation be instituted 
by the Commission, upon its own motion, into and concerning all rates, charges, 
or classifications demanded, observed, charged, or collected by Gulf Oil Corpo- 
ration in connection with any transportation or sale of natural gas, subject to 
the jurisdiction of the Commission, and any rules, regulations, practices, or con- 
tracts affecting such rates, charges, or classifications. 


The Commission orders: 


(A) An investigation of Gulf Oil Corporation is hereby instituted under the 
provisions of the Natural Gas Act, particularly Sections 5 and 15 thereof, for 
the purpose of enabling the Commission to determine whether, with respect 
to any transportation or sale of natural gas, subject to the jurisdiction of the 
Commission, made or proposed to be made by Gulf, any of the rates, charges, 
or classifications demanded, observed, charged, or collected, or any rules, regu- 
lations, practices, or contracts affecting such rates, charges, or classifications are 
unjust, unreasonable, unduly discriminatory, or preferential. 

(B) If the Commission, after a hearing has been had, shall find with respect 
to Gulf that any of its rates, charges, classifications, rules, regulations, prac- 
tices, or contracts, subject to the jurisdiction of the Commission, are unjust, 
uureasonable, unduly discriminatory, or preferential, the Commission, will 
thereupon determine and fix by order or orders just and reasonable rates, 
charges, classifications, rules, regulations, practices, or contracts to be there- 
after observed and in force. 

(C) Pursuant to the authority contained in and subject to the jurisdiction 
conferred upon the Federal Power Commission by the Natural Gas Act, including 
particularly Sections 4, 5, 14, 15, and 16 thereof, and the Commission’s Rules 
and Regulations (18 CFR, Chapter I), the proceedings in the above-designated 
Docket Nos. G-—9520, G—11106, G—11335, G—11442, G-—11443, G—11444, G—11847, 
G-12315, G-12634, G-—12955, G-—12956, G—13495, G—13518, G—13519, G—13526, 
G-13581, G-13772, G—13841, G—13983, G—13984 G—14092, G—14262, G—14410, G- 
14416, G—14929, G—-15127, G—15169, G—16334, G—16657, G—16658, G—16660, G—16696, 
G—16902, G—12790, G—8516, G-—11851, G—13100, G—13494, G—16659, G—16730, G- 
16898, G—16959 and G—16960, and the rate investigation proceeding hereby insti- 
tuted in Docket No. G—17813, are hereby consolidated for the purpose of hearing. 

(D) The public hearing heretofore scheduled to commence on February 17, 
1959, at 10:00 a. m. EST, in a Hearing Room of the Federal Power Commission, 
441 G. Street, N.W., Washington, D.C., shall concern the matters involved and 
the issues presented in the consolidated proceedings designated in paragraph 
(C) above. 

(E) When the said hearing commences on February 17, 1959, Gulf Oil Cor- 
poration shall go forward first and complete the presentation of evidence in 





its direct cases in these consolidated proceedings. The presiding examiner shall 
thereafter proceed as may be found appropriate under the Commission’s Rules 
of Practice and Procedure. 

(F) Interested State commissions may participate as provided by Sections 
1.8 and 1.37 (f) of the Commission’s Rules of Practice and Procedure [18 CFR 
1.8 and 1.37 (f)]. 


Commissioner Hussey not participating. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


MINNESOTA POWER & LIGHT COMPANY, DOCKET NO. E-6858 
ORDER AUTHORIZING THE ISSUANCE OF PROMISSORY NOTES 
(Issued February 12, 1959) 


Minnesota Power & Light Company (Applicant), incorporated under the laws 
of the State of Minnesota, with its principal place of business in Duluth, Min- 
nesota, filed an application on January 15, 1959, as amended February 2, 1959, 
for an order pursuant to Section 204 of the Federal Power Act authorizing the 
issuance of not to exceed $8,100,000, principal amount of Promissory Notes, out- 
standing at any one time. 

Applicant proposes to issue the Notes in various amounts from time to time 
prior to April 1, 1961, to Mellon National Bank and Trust Company, Pittsburgh, 
Pennsylvania. The proposed Notes will bear interest at the prime commercial 
bank rate in effect at the time of issuance (presently 4% per annum), will be 
dated when funds are required by Applicant, and may be prepaid at any time 
on 10 days’ notice without penalty. They will mature not later than one year 
from date of issue, and no commitment fee in respect of unborrowed funds will 
be paid. The application states that none of the Notes proposed to be issued 
will be resold to the general public, and that no finder’s fee or other negotiation 
fee, commission, or remuneration will be paid in connection therewith to any 
third person. 

Applicant has filed Certificates of Notification, pursuant to Section 204 (e) 
of the Act, covering certain currently outstanding short-term Promissory Notes 
issued to Mellon National Bank and Trust Company, Pittsburgh, Pennsylvania, 
in the aggregate principal amount of $4,100,000. 

The proceeds to be obtained from the proposed issuance of Notes will be ap- 
plied to (1) refund the aforementioned $4,100,000, principal amount of promis- 
sory notes, presently outstanding; and (2) carry forward Applicant’s current 
construction program, which will require expenditures of approximately $8,400,- 
000 in the year 1959 and a minimum of approximately $3,500,000 in the year 
1960. Generation, transmission, and distribution facilities are the chief items 
included in the construction program. A new steam-electric generating station 
is under construction at Cohasset, Minnesota, at an anticipated total cost of 
$25,100,000. The first unit of 65,000 kw capability was placed in operation in 
August, 1958, and a similar unit is scheduled for service in November, 1959. 

Applicant contemplates discharging the proposed Notes from the proceeds of 
permanent financing which Applicant expects to consummate prior to April 1, 
1961. 

Written notice of the application has been given to the Railroad and Ware- 
house Commission of Minnesota and the Wisconsin Public Service Commission, 
and to the Governor of each of those States. Notice of the application has 
also been given by publication in the Federal Register on January 28, 1959 
(24 F.R. 617), stating that any person desiring to be heard or to make any 
protest with respect to the application should file a petition or protest on or 
before February 6, 1959, with the Federal Power Commission, Washington 25, 
D.C. No protest or petition or request to be heard in opposition to the granting 
of the application has been received. 
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The Commission finds: 


(1) Applicant, a corporation, owns and operates facilities, among others, for 
the transmission and sale at wholesale of electric energy which is transmitted 
between the States of Minnesota and Wisconsin and is consumed outside the 
State in which it is generated, all of which facilities are in addition to and do 
not include facilities used for the generation of electric energy, facilities used in 
local distribution or only for the transmission of electric energy in intrastate 
commerce, or facilities for the transmission of electric energy consumed wholly 
by the transmitter. Applicant is, therefore, a public utility within the mean- 
ing of that term as used in Section 201 of the Federal Power Act. 

2) Applicant, a registered holding company, is not, with respect to the pro- 
posed transaction, subject to any requirement of the Public Utility Holding 
Company Act of 1935, or a rule, regulation or order thereunder, and is, there- 
fore, not exempted from the purview of Section 204 of the Federal Power Act 
by reason of the provisions of Section 318 of the Act. 

(3) The proposed issuance of Promissory Notes, as described above, will 
eonstitute an issuance of securities within the purview of Section 204 of the 
Federal Power Act. 

(4) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission 
within the meaning of Section 204 (f) of the Act; and the proposed issuance 
of Promissory Notes described above is, therefore, not exempt by virtue of that 
Section from the requirements of Section 204 of the -Act. 

(5) The proposed issuance of Promissory Notes, as described above, will be 
in excess of 5% of the par value of the other securities of the Applicant; and it 
is, therefore, not exempt by virtue of Section 204(e) of the Act from the re- 
quirements of Section 204(a) thereof. 

(6) The proposed issuance of Promissory Notes, as described above, is 
exempt from the competitive bidding requirements of Section 34.la of the Com- 
mission’s Regulations under the Federal Power Act by reason of Paragraph 
34.1a (a) (2) thereof. 

(7) The proposed issuance of Promissory Notes, as hereinafter authorized, 
will be for a lawful object, within the corporate purposes of the Applicant and 
compatible with the public interest, which is appropriate for and consistent 
with the proper performance by Applicant of service as a public utility, and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 

(8) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed issuance of Promissory Notes by Applicant in an aggre- 
gate principal amount of not to exceed $8,100,000 at any one time outstanding, 
upon the terms and conditions and for the purposes set forth in the application, 
as amended, is authorized, subject to the provisions of this order. 

(B) This authorization is expressly conditioned upon the final maturity of 
all Promissory Notes to be issued pursuant hereto being prior to April 1, 1962. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of cost, or any other matter 
whatsoever now pending or which may come before this Commission or any 
other regulatory body. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any securities to 
which this order relates. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


CITIES SERVICE GAS COMPANY, DOCKET NO. G—16912 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE 
SITY AND PERMITTING AND 


AND NECES- 





APPROVING ABANDONMENT 


(Issued February 12, 1959) 
Cities Service Gas Company (Applicant), a Delaware corporation with a 
principal place of business in Oklahoma City, Oklahoma, on November 3, 1958, 
filed pursuant to Section 7 of the Natural Gas Act an application for (1) a 
certificate of public convenience and necessity authorizing the construction 
and operation of certain metering and regulating facilities, and (2) permission 
and approval to abandon 5.4 miles of transmission pipeline subject to the juris- 
diction of the Commission, all as more fully described in the application on file 
with the Commission. 

Applicant proposes that its existing Independence, Missouri, town border 
station serving Gas Service Company be relocated approximately 5.4 miles south 
of its present location and that an additional meter and regulator be installed 
1% miles farther south, near the junction of its existing 12-inch and 16-inch 
pipelines with a proposed 20-inch pipeline of Gas Service Company south of 
Independence. Applicant proposes to transfer to Gas Service Company the 
5.4 miles of 12 and 16-inch transmission pipeline, extending south from the 
existing Independence town border station to the point where the station is to 
be relocated. 

The Applicant states the proposed rearrangement of facilities will enable 
Gas Service Company to operate the line it will acquire as part of its distribu- 
tion system at a reduced pressure. The line is located in a heavily congested 
suburban residential area where the safety of the inhabitants requires that it 
be operated at substantially reduced pressures. The additional meter station 
will be used to measure gas to be delivered to Gas Service’s proposed new line 
at a new delivery point in the Independence area which will improve service. 
In connection with the proposal, Applicant will sell some used pipe (from 
stock) to Gas Service to assist the latter in building its new line. 

The application recites that Gas Service Company has indicated it is willing 
to accept delivery of gas at the relocated and new meter stations, and to own 
and operate the facilities to be abandoned. It has also agreed to buy the used 
pipe at the “estimated depreciated cost” and to construct and operate the 
facilities necessary to serve the Independence area at the reduced pressures. 

Applicant estimates the cost of building the relocated and new meter and 
regulator facilities at $47,000, to be defrayed from cash on hand. The pipeline 
to be abandoned by Cities Service will be transferred to Gas Service at no 
cost. The original cost of these facilities is estimated by Cities Service at 
$137,040. Gas Service will pay $72,240 for the used pipe it will purchase from 
Applicant for building its new distribution line. 

Gas supply is not an issue in this proceeding. 

No one will be deprived of service by the abandonment, construction or 
relocation of facilities. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
January 29, 1959, respecting the matters involved in, and the issues presented 
by, the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
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that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, a Delaware corporation, having its principal place of business 
in Oklahoma City, Oklahoma, is a “natural-gas company” within the meaning 
of the Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities proposed to be abandoned, as hereinbefore described and 
as more fully described in the application herein, are used in the transportation 
and sale of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission and such abandonment is subject to the requirements of Sub- 
section (b) of Section 7 of the Natural Gas Act. 

(3) The proposed abandonment of the aforesaid facilities is permitted by 
the public convenience and necessity and permission and approval therefor 
should be granted as hereinafter ordered and conditioned. 

(4) The facilities proposed to be constructed and operated, as hereinbefore 
described and as more fully described in the application herein, will be used 
in the transportation and sale of natural gas in interstate commerce subject to 
the jurisdiction of the Commission, and the construction and operation thereof 
by Applicant are subject to the requirements of Subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 

(5) The construction and operation of the facilities proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(7) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (1), (¢) (3), (e) (4) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act should 
attach to the issuance of the certificate referred to in paragraph (5) above and 
to the exercise of the rights granted thereunder, and that the time within which 
installation of the facilities authorized by this order should be completed and the 
said facilities placed in actual operation should be fixed at 8 months from the 
date on which this order issues. 

(8) A request during the public hearing by staff counsel for the omission of 
the intermediate decision procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30(¢c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Permission for and approval of the abandonment of the facilities herein- 
before described, as more fully described in the application and exhibits in this 
proceeding, is hereby granted to Applicant. 

(B) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Applicant to construct and operate the facilities hereinbefore 
described, as more fully described in the application and exhibits in this pro- 
ceeding, upon the terms and conditions of this order. 

(C) The general terms and conditions set forth in paragraphs (a), (b), 
(ec) (1), (ec) (3), (ec) (4) and (e) of Section 157.20 of the Commission’s Regula- 
tions under the Natural Gas Act shall attach to the issuance of the certificate 
granted in paragraph (B) hereof and to the exercise of the rights thereunder. 
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(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Section 
157.20 of the Commission’s Regulations is hereby fixed at 8 months from the 
date on which this order issues. 

(E) Applicant shall advise the Commission of the date of abandonment of the 
facilities within 10 days of the date of such abandonment. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


AMERICAN LOUISIANA PIPE LINE COMPANY, DOCKET NO. G-10396; 
GULF OIL CORPORATION, DOCKET NO. G-10400; PANHANDLE EAST- 
ERN PIPELINE COMPANY, DOCKET NO. G-11061 


ORDER DENYING APPLICATIONS FOR REHEARING, GRANTING STAY AND FIXING HEARING 
ON ALLOCATION OF GAS 


(Issued February 138, 1959) 


These matters come before us again on numerous applications for rehearing’ 
filed with respect to our order issued December 19, 1958, 20 FPC 851, permitting 
abandonment of service by Panhandle Eastern Pipe Line Company to Michigan 
Consolidated Gas Company in the amount of 127,000 Mcf of gas per day or 
46,355,000 Mcf per year. As discussed below, the considerations set forth in 
the applications for rehearing do not cause us to change the result at which 


we have arrived. However, we will grant a stay of our order pending our deter- 
mination of the proper allocation of the gas Panhandle is now delivering to 
Michigan Consolidated after a hearing for which we make provision in this 
order. We may now turn to the objections made to our order. 


Adequacy of Gas Supply to the American Natural System Without the Panhandle 
Gas 


American Louisiana Pipe Line Company (Am-La) contends that it does not 
have sufficient capacity to deliver 127,000 Mcf per day to Michigan Consolidated 
as ordered by the Commission. The basis of this argument is that the designed 
capacity of Am-La’s pipeline in the amount of 357,000 Mef per day is not suffi- 
cient to meet the permanent allocations from Am-La’s capacity in the amount of 
244,288 Mcf per day’ in addition to the 127,000 Mcf per day of capacity with- 


1Filed by American Louisiana Pipe Line Company; Michigan Wisconsin Pipe Line 
Company: Michigan Consolidated Gas Company; Iowa Southern Utilities Company: 
County of Wayne, Michigan; State of Wisconsin and Public Service Commission of 
Wisconsin, jointly: Wisconsin Fuel and Light Company, Merrill Gas Company, City Gas 
Company, People’s Gas Company, and Wisconsin Rapids Gas and Electric Company, 
jointly ; Michigan Public Service Commission; City of Detroit; City of Milwaukee; Iowa 
Electric Light and Power Company; Madison Gas and Electric Company; Natural Gas 
Distributors, Inc.: Keokuk Gas Service Company; North Central Public Service Co.; Wis- 
consin Natural Gas Co. and Wisconsin Michigan Power Company, jointly; Wisconsin 
Power and Light Company; St. Joseph Light and Power Company ; Milwaukee Gas Light 
Company. 

2Michigan Consolidated 146,000 Mef per day; Michigan Wisconsin 90,515 Mef per 
day; Paris-Henry County 3,945 Mecf per day; Lincoln Natural Gas Co. 1,328 Mef per 
day: Ohio Valley Gas Corp. 2,500 Mcf per day (17 F.P.C. 659; 16 F.P.C. 908-909). 
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drawn by Panhandle. As indicated in our prior order the record shows that on 
a daily basis Am-La’s pipeline can deliver well in excess of the 357,000 Mcf per 
day designed capacity. 

A witness for Panhandle introduced a well considered study showing a possi- 
ble operation of Am-La’s pipeline at different seasons of the year. During the 
midwinter months of December, January and February he showed that the 
pipeline was able to receive 398,000 Mcf per day in the Louisiana fields and 
deliver up to 385,000 Mcf per day without receiving any gas under its contract 
with Texas Gas Transmission Corporation. In contrast, he showed that during 
the summer months of June, July and August when Am-La would receive 102,000 
Mef per day available from Texas Gas, it could deliver up to 461,000 Mcf per 
day after cutting back its purchases in the Louisiana fields to 374,000 Mcf 
per day. Furthermore, it may be noted that the maximum daily contract quan- 
tity available from the Louisiana fields is 406,400 Mcf per day which make 
possible a delivery, after deduction of fuel and line losses, of 387,700 Mcf on 
days when no gas is available from Texas Gas. As we indicated in our prior 
order, it is doubtful whether under the producer contracts as they now read 
that such deliveries are available on a continuous basis, but they are available 
to meet peak day requirements on the American Natural System. Thus as we 
indicated in our prior order even though there were an annual deficiency, this 
could be overcome by the flexibility inherent in Am-La’s pipeline and producer 
contracts enabling it to meet peak demands, substantially in excess of its 
designed capacity of 357,000 Mcf per day. The storage fields of Michigan Wis- 
consin and Michigan Consolidated, of course, also provide flexibility and in- 
crease the system’s ability to meet peak demands. 

Turning to the matter of annual deliveries we find that Am-La contends 
that we have overestimated the ability of its pipeline in the amount of 20,298,000 
Mcf per year. It says that this alleged error results principally from including 
the 18,615,000 Mcf per year available from Texas Gas in addition to the designed 
annual sales capacity of 357,000 Mcf per day or 130,305,000 Mcf per year. There 
is little doubt in the record that the pipeline is capable of delivering the de- 
signed quantities in addition to the gas from Texas Gas. In accordance with 
the plan of operation contemplated by Am-La, during the winter months the 
pipeline would receive 370,000 Mcf per day in the Louisiana fields in order to 
deliver the 357,000 Mcf per day referred to above without any receipts from 
Texas Gas. During the other parts of the year there is no physical reason why 
these receipts from the Louisiana fields could not be continued while receiving 
the gas available from Texas Gas. Panhandle’s evidence, referred to above, 
shows that even larger receipts could be obtained from the Louisiana fields 
while receiving varying amounts of gas from Texas Gas. 

The only possible limitation on Am-La being able to deliver the 130,305,000 
Mcf per year in addition to the gas from Texas Gas is contained in the con- 
tracts with the producers in the Louisiana fields. These contracts provide for 
sale and delivery of an average daily quantity of gas depending upon the size 
of the seller’s reserves with various provisions for adjusting this quantity in 
case the estimate of the reserves is increased or decreased. As we have noted 
in our prior order the take of gas during any one day shall never be less than 
75% nor more than 125% of the average daily quantity. It may be that the 
contracts, properly interpreted, mean that the average daily quantity may not 
be exceeded on an annual basis, but we do not believe that this is a practical 
limitation on Am-La. This is indicated by the contracts themselves. As the 
contracts are drafted there are many provisions inserted for the protection of 
the seller in case the buyer should take less than the average daily quantity, 
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but no provision as to the consequences if the buyer should take more than 
the contract quantity. Furthermore, we note that Am-La’s vice president as a 
witness stated that it could take 125% of the contract quantities until the wells 
ran dry. Taking the gas at the present contract rates the reserves would last 
twenty years, while if the gas were taken at the 125% rate the reserves would 
last as long as 16 years. In view of the present reserves with their long life 
index we are of the opinion that the possible limitation in the contract terms 
does not require us to deny Panhandle’s application. We are convinced that 
the result is a reasonable pragmatic adjustment in view of the strong public 
interest in permitting Panhandle to make use of its own gas. 

On this basis we are not presently relying on increased gas supplies from 
the Laverne field or the installation of the “Step 2” facilities as contended by 
some of the parties. We mentioned these factors only to suggest that as 
Am-La’s requirements increase, as they undoubtedly will, there is also a vista 
of increased gas supplies and expansion of pipeline capacity. As Am-La 
states in its brief the ultimate design of the pipeline will involve the addition 
of a number of compressor stations and a sales capacity of 550,000 Mcf per day. 

We are not forcing Am-La or Michigan Wisconsin to install additional trans- 
portation facilities or to operate beyond their capacities. As Am-La points 
out we do not have power to do that; we leave these matters to the discretion 
of management. We are merely determining whether it is necessary in the 
public interest to require Panhandle to continue a service or whether the 
American Natural System can render reasonable service itself without this 
additional gas. 

There is a further consideration showing that the American Natural System 
cannot make just complaint that it is required to meet its own needs. As our 
order of December 19, 1958 noted, our Opinion No. 291 limited the various parties 


dependent upon Michigan Wisconsin and American Lousiana to expected firm 
loads as of January 1, 1958, for which gas was then made available. The De- 
cember 19, 1958, order showed that this 1958 requirement for which gas had been 
provided was 244,700,548 Mcf. The record shows that the increased requirements 
set forth therein can be met by the American Natural System and that a fortiori it 
ean meet the lesser requirements as limited by Opinion No. 291. 


Standards for Abandonment and Their Application 


Some of the applicants for rehearing state that we have used a narrow and 
incorrect standard in permitting abandonment and then have misapplied it in 
the present proceeding. In our prior order we referred to a standard of com- 
parative needs as between the consuming public served by Panhandle’s utility 
customers and the needs of the consuming public served by Michigan Consolidated 
and Michigan Wisconsin ; we compared the space heating saturation on the system 
of Michigan Consolidated with that on the systems of those customers of Pan- 
handle whose only source of gas is Panhandle, and we found that Michigan 
Consolidated’s space heating saturation was greater than that on the systems of 
those customers of Panhandle. Michigan Consolidated believes that such an 
approach would lead to a multitude of abandonment proceedings, whose outcome 
would be dependent on variations in space heating saturations. Of course, we 
did not approach the problem so narrowly. We were concerned and are con- 
cerned whether “the present or future public convenience and necessity permit 
such abandonment”, the standard of Section 7(b) of the Gas Act. The standards 
mentioned here and in our previous order were but partial criteria used in 
reaching a result within the language of the statute. The statute, it may be 
observed, because of its permissive language implies that while a given service 
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might be in accordance with the public convenience and necessity, abandonment 
might also be permitted by the public convenience and necessity ; in other words, 
abandonment will be permitted unless inconsistent with the public convenience 
and necessity. 

Following the statute it would appear that the economic effect of the abandon- 
ment of the Detroit area would be relevant as argued by Michigan Consolidated, 
Wayne County and other applicants for rehearing, and we have taken this into 
consideration as opposed to the undoubted need of Panhandle’s own customers for 
gas. We do not believe, however, as argued by Wayne County and the City of 
Detroit that Panhandle’s service to Michigan Consolidated and the Detroit area 
gives the consumers in that area any priority in the Panhandle gas, merely 
because their patronage has contributed to the development of Panhandle’s 
system. Presumably they paid no more than a reasonable rate so that they 
have no more right to the gas than does any other utility customer to con- 
tinued service. 

Also relevant, but not controlling, is the need for additional gas on the 
systems of Michigan Wisconsin’s distributers, some of whom have compara- 
tively low space heating saturations. While we have carefully considered 
the problems of these companies, the space heating saturation of Michigan 
Consolidated, which is being directly deprived of the Panhandle gas and the 
advantages of separating the two systems have greater weight. It follows 
also that our order properly provides that deliveries be made to Michigan 
Consolidated to make up for the loss of the Panhandle gas. Our order leaves 
largely unimpaired the present firm gas supplies to Michigan Wisconsin’s dis- 
tributors although they will obtain no additional firm gas supplies for expan- 
sion from the reserved gas or that made available in this Docket No. G—10396. 

As against whatever detriments there may be to Michigan Consolidated and 
its customers and to Michigan Wisconsin and its customers and their con- 
Sumers, the record shows great demands for service on Panhandle’s system. 
As Panhandle points out in its brief the peak day requirements for the 1957 
heating season were more than 497,000 Mcf in excess of the amount of gas 
its utility customers could demand under their contracts. Similarly, this defi- 
ciency would increase to more than 639,000 Mcf in 1958 and more than 733,000 
Mef in 1959. 

A comparison can be made as follows. The capacity of Panhandle’s system, 
including its affiliate, Trunkline Gas Company, is approximately 1,269,148 Mcf 
per day. The record in the present proceeding shows that Panhandle’s utility 
customers, other than Michigan Consolidated, could have used 1,519,139 Mcf 
per day on peak days in the year 1957.‘ Thus dividing, we find that Pan- 
handle can meet the demands of its customers to the extent of only 83.5 percent. 

On the other hand the peak day supply to the American Natural System in 
the 1958-1959 season including the 59,885 Mcf of gas reserved in Docket No. 
G—2306, but not including the Panhandle Gas was 1,784,000° Mcf on the basis 


8See our order Town Gas Company of Illinois, 19 F.P.C. 143, 144. 

* Exhibit 108 shows the firm gas requirements of Panhandle’s customers purchasing gas 
for resale to be 1,614,139 Mcf per day. This includes 285,000 Mcf for East Ohlo Gas 
Company and Ohio Fuel Gas Company. Since the space heating saturations of these 
companies are high, it may be presumed for the sake of the present computation that 
they will not be allocated any of the gas now being delivered to Michigan Consolidated. 
Therefore their requirements will be reduced by 95,000 Mcf to 190,000 Mef, actual for the 
year 1956. The total requirements are reduced by the same 95,000 Mcf to 1,519,139 Mef. 

5 This figure is composed of 324,000 Mcf from Michigan Wisconsin-field, 598,000 Mcf 
from Michigan Wisconsin-storage, 477,000. Mcf from Michigan Consolidated-storage and 
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of the record. Similarly the peak day requirements as found by the presiding 
examiner were 1,855,459 ° so that these requirements could be met to the extent 
of 96 percent. 

In applying the standard of the Act all of the considerations referred to in 
this order and in our prior order were weighed. Certainly the needs of Pan- 
handle’s customers for the gas coupled with the general considerations ex- 
pressed in our previous order and again referred to below with respect to the 
relations between the two systems and their place in the natural gas industry 
show that the public convenience and necessity “permit” such abandonment. 


Disposition of the Reserved Gas 


In our prior order we directed that Am-La deliver 127,000 Mcf per day of gas 
to Michigan Consolidated, utilizing the 59,885 Mcf of gas reserved in Docket 
No. G—2306 for new markets and the additional capacity made available in the 
present docket, until our further order. We thus sought to insure that the gas 
provided by Panhandle would be replaced by supplies undoubtedly available 
on the system of American Natural. The Wisconsin Commission and other ap- 
plicants for rehearing, particularly distributing companies in Wisconsin, con- 
tend, however, that the Commission’s action deprives them without a hearing 
of their alleged rights in the reserved gas and thus deprives them of their 
property without due process of law. 

Before considering the rights of the various claimants for such gas, we 
should note that, contrary to contentions, the reserved gas is involved in these 
proceedings. Here we are concerned as to whether the American Natural 
System will have sufficient gas supplies without Panhandle’s gas. All of the 
American Natural System’s gas supplies are thus relevant facts in arriving 
at a determination on Panhandle’s application, and we may take notice of our 
own orders in other docket numbers when considering the reserved gas as avail- 
able for permanent allocation. U. 8. v. Pierce Auto Lines, 327 U. 8. 515, 529. 

With respect to distributing companies in Wisconsin or elsewhere that were 
parties to Docket No. G—2306, but not to the present proceeding in Docket No. 
G—10396, we cannot be directly concerned in this proceeding except insofar as 
their interests are represented by the Wisconsin Commission, but, in any case, 
the course of the former proceeding leaves it clear that the reserved gas was 
open to appropriate allocation by the Commission. In its Opinion No. 291, 
issued May 7, 1956 (15 F.P.C. 23) as amended by subsequent orders (16 F.P.C. 
897; 17 F.P.C. 300, 657) the Commission made a permanent allocation of a 
portion of the capacity, totalling 300,000 Mcf per day, of Am-La’s new pipe- 
line but reserved for allocation to new markets 59,885 Mcf per day. In order 
to make use of this reserved gas Michigan-Wisconsin filed an application in 
Docket No. G—9850 on January 6, 1956, amended April 15, 1957, to build a lateral 
line extending Westward in Wisconsin from a point on its north-south line near 
Lake Winnebago. By means of this lateral it proposed to sell natural gas to ten 
distribution companies furnishing new gas service to twenty-nine communities 
in Wisconsin and one in Michigan. This application was the subject of exten- 
sive hearings in the Consolidated Midwestern omnibus proceeding. At these 
hearings distributing companies in Wisconsin and elsewhere had opportunity, 


385,000 Mcf from Am-La. There does not appear to be a dispute about the first two 
figures. The 477,000 Mcf, which is lower than higher amounts claimed by Panhandle 
was not excepted to by Am-La. The 385,000 Mcf has been referred to in this present 
order. 

‘This amount was not excepted to by Am-La, although Panhandle would use a slightly 
smaller amount. 
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of course, to intervene and present their cases in favor of Michigan-Wisconsin’s 


project or other allocation of gas service that would benefit them and the con- 
sumers served by them. Of the ten distributing companies which Michigan- 
Wisconsin planned to serve,’ all were interveners in the consolidated proceed- 


ing. On October 31, 1958, we issued our Opinion No. 316 and Order relating 
to the proposals of Midwestern and Michigan-Wisconsin among others.* 

In that opinion we determined that Michigan-Wisconsin had not proved the 
economic feasibility of its project and postponed for later decision the disposi- 
tion of the 59,885 Mef of reserved gas. Michigan-Wisconsin, along with Mid- 
western and the other applicants, was made subject to a provision which re- 
quired that it notify the Commission of its intention to reapply within ten 
days. Michigan-Wisconsin did file such a notice and did reapply (in Docket No. 
G-17180) to serve certain communities in Wisconsin utilizing the reserved 
gas. 

Thus in Docket No. G—2306 we had held a hearing on a proposal for one 
possible disposition of the reserved gas with all interested parties given a 
chance to participate. Since nothing feasible resulted which would dispose of 
the reserved gas, there was no obligation to enter into further hearings when 
it later turned out that Michigan Consolidated could make appropriate use of 
the reserved gas upon cessation of Panhandle’s deliveries. In our Opinion No. 
316 we indicated that the reserved gas was subject to disposition other than to 
new markets. While the presiding examiner in that proceeding stated that the 
parties proposing to serve the new markets would have a “prior call” on the 
reserved capacity, we said that our reservation did not mean, “should demands 
on the part of the existing markets become of greater importance in the public 
interest the new markets proposed herein must forever be favored because of 
the provisions of our Opinion No. 291 and accompanying order.” The reservation 
had been made in May of 1956; by October of 1958 another disposition of the 
gas had become appropriate. There can be no priority in the reserved gas. 
“Only Congress could confer such a priority”. F.C.C. v. Pottsville Broadcasting 
Co., 309 U.S. 134, 145. 

The applicants for rehearing herein who claim rights in the reserved gas 
are, of course, subject to the effect of the proceedings in Docket No. G—2306,’ 
but further than this, they have had the opportunity of participating in the 
hearings in the present docket. While the issue may not have been specifically 
framed as to the reserved gas versus the Panhandle Gas, it seems obvious that 
all parties seeking additional gas supplies from the American Natural System 
realized that the cessation of the Panhandle deliveries would mean that much 
less gas available to the American Natural System. Therefore it was the object 
of the companies in the American Natural System and their distributors to 
resist the Panhandle abandonment. Extensive evidence was accordingly pre- 
sented as to the gas available on the American Natural System and the needs 
of the distributing companies, including their space heating saturations. We 
thus can see no need for further hearing on the question whether the reserved 
gas should be delivered to Michigan Consolidated to replace the gas withdrawn 


7™City Gas Company; Merrill Gas Company; Peoples Gas Company; Northern States 
Power Co.; Wisconsin Hydro Electric Co.; Central Wisconsin Gas Co.; Wisconsin Fuel 
and Light Co.; Wisconsin Public Service Corporation ; Natural Gas Distributors, Inc. and 
Wisconsin Rapids Gas and Electric Company. 

8 American Louisiana Pipe Line Co., 20 F.P.C. 575, Docket No. G—2306, et al. October 
81, 1958. 

® All of the applicants for rehearing in Docket No. G—10396, which are listed in foot- 
note (1) above, are parties to Docket No. G—2306, et al. 
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by Panhandle. “[D]ue process deals with matters of substance and is not 
to be trivialized by formal objections that have no substantial bearing on the 
ultimate rights of the parties.’ Market Street R. Co. v. Comm’n., 324 U.S. 
548, 562. 

Two of the applicants for rehearing, Iowa Southern Utilities Company and 
Iowa Electric Light and Power Company, interveners in the present docket, 
were also interveners in Docket Nos. G—2306 and G—2327. In the latter dockets 
Iowa Southern was seeking an allocation of gas to serve the communities 
of Leon and Corydon, Iowa, while Iowa Electric proposed to serve Chariton, 
Iowa. A hearing was held in those dockets with respect to these projects, among 
others, and we considered them in our order issued September 4, 1956, (16 
F.P.C. 897). There we determined that the costs of bringing gas to these 
towns by lateral lines constructed from Michigan Wisconsin pipeline were “‘such 
as to render the projects economically infeasible from the standpoint of these 
applicants” (16 F.P.C. at p. 902), and we deferred final decision. Both com- 
panies now complain that in our order of August 20, 1957, (18 F.P.C. 198) we 
had stated that their rights would be protected as their requests for service 
from Michigan Wisconsin would be considered in relation to the final decision 
of the issues presented in the two dockets, but that in our order of December 19, 
1958, they were deprived of their rights in the reserved gas. 

In our opinion these companies and their customers have not been deprived 
of substantial rights. Their projects have been considered once and found 
wanting. Like other interveners in Docket No. G—10396 both companies were 
given opportunity, to resist the abandonment proposal. They have shown in no 
way that it would have made any difference in the presentation of evidence 
if they had known that as a result of abandonment, the reserved gas would 
be allocated to Michigan Consolidated. We do not see that these two Iowa 
Utilities stand in any different position than other interveners in the present 
docket deprived of the use of the reserved gas. 


Other Procedural Matters 


A number of the applicants for rehearing contend that our order of December 
19, 1958, is defective on various procedural grounds. They contend that we 
ignored the decision of the presiding examiner. We did not overlook the 
decision of the presiding examiner in reaching our conclusions on this matter, 
but we did not refer to it in the course of our order because not only our con- 
clusions but our reasoning differed from his. In our final ordering clause (D) 
we took specific cognizance of his decision in denying exceptions not specifically 
granted. 

They contend that we adopted several theories which were never advanced by 
Panhandle, the moving party and as to which they had no notice or oppor- 
tunity to be heard. We are clearly not required to act only on theories 
advanced by the parties before us; in fact regulation in the public interest 
would clearly dictate otherwise. In any case there has been no showing that 
the evidence presented would be any different based on the precise reasoning 
of our order. 

Some of the applicants for rehearing contend that the Commission erred in 
providing for the submission of a revised plan of redistribution of Panhandle’s 
gas because they are thus not given an opportunity to attack any redistribu- 
tion plan. We see no validity in this objection. In our December 19, 1958, 
order we provided that the plan should allocate the gas so that it would be 
available for sale for resale primarily to domestic and commercial consumers. 
We thereby indicated that if the plan met this criterion among others, it 
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would be in the public interest. The American Natural Companies and their 
distributors have no proper further interest in the gas. Compare our opinion 
in Houston, Texas Gas and Oil Corp., 16 F.P.C. 118, 17 F.P.C. 303, 542 affirmed 
251 F. 2d 648, 648-649 (CADC), certiorari denied 356 U.S. 959, where it was 
held that there need not be further hearings as to whether the pipeline had 
complied with the rather elaborate conditions we had inserted in our order 
granting certificates of public convenience and necessity. Otherwise there 
would be no end to proceedings in these matters. It is solely with respect 
to the abandonment of service with which Michigan Consolidated and other 
parties are primarily concerned and not the ultimate disposition of the natural 
gas by Panhandle which is subject to our future approval. All parties were 
fully heard on the abandonment issue, and we are of the opinion that the 
present and future public convenience and necessity as shown by the record 
clearly indicates that our permission and approval to abandon was fully 
warranted. 

Michigan Consolidated contends that the proceedings should be reopened 
(1) to receive evidence which was excluded from the record, (2) to receive 
evidence of significant developments which have occurred since the record was 
closed, and (3) to afford a hearing as to the facilities Panhandle is being 
authorized to abandon. The evidence in question was excluded by the presid- 
ing examiner and on October 3, 1957, Michigan Consolidated filed an appeal 
with the Commission which was denied by our order issued October 31, 1957, 
18 F.P.C. 571. Michigan Consolidated’s application for rehearing was rejected 
on the ground that the order was not final. Upon reconsideration of the 
evidence we see no reason to change the conclusions expressed in our order issued 
October 31, 1957. 

The evidence in question falls into several categories. One category relates 
to a possible development of the Howell Field in Michigan as an alternative 
to the abandonment. However, the proffered evidence indicates that develop- 
ment of the Howell Field would require the expenditure of between $14,000,000 
and $20,000,0000 and would make available but a fraction of the amount of 
gas available from the Panhandle abandonment, so that it does not appear to be 
a feasible alternative. We are also doubtful as to whether such evidence could 
in any case be relevant in view of our lack of power to require a natural gas 
company to enlarge its transportation facilities. Michigan Consolidated Gas 
Company v. F.P.C., 246 F 2d 904, 909-910 (CA. 3) certiorari denied 355 U.S. 894. 

Evidence relating to Panhandle’s reserves is not relevant because the amount 
of gas available to the Panhandle System is limited by the capacity of Pan- 
handle’s pipeline, not by its reserves. 

With respect to the proffered evidence relating to the controversy between 
the American Natural System and the Panhandle System we have already noted 
in our order of October 31, 1957, that mere controversy is not a basis for aban- 
donment. However, the existence of the controversy and its general nature, 
as referred to in our order of December 19, 1958, is already sufficiently detailed 
in the record or in past proceedings. Evidence of Panhandle’s desire, if any, to 
serve industrial customers is not relevant because under the terms of our order 
the 127,000 Mcf per day of gas must be sold for resale primarily to domestic 
and commercial consumers. 

Evidence relating to the financial benefits that Panhandle gained in the past 
by serving Michigan Consolidated has no relevance, for the buyer gains no 
priority because of the benefits his patronage confers upon the utility seller. 

In our October 31, 1957, order, and in this order we have already indicated 
that the details of Panhandle’s disposition of its gas are not relevant to a 
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determination of the abandonment question. Whether or not Panhandle has 
adequate lateral capacity can be considered, if necessary, in connection with a 
plan of distribution of gas. 

Evidence with respect to Michigan Consolidated’s cost of manufactured gas 
is irrelevant, as the delivery of Panhandle’s gas is being fully replaced under 
the terms of our December 19, 1958, order and because we are of the opinion 
that the American Natural Gas System has available natural gas to take care 
of the requirements of the affiliates comprising the system. 

Turning to the significant developments that Michigan Consolidated says 
also require reopening the record, we find that they consist of (1) the ap- 
plication by Trunkline, Panhandle’s subsidiary, in Docket No. G—15394 to 
expand and sell gas to Consumers Power Company; (2) the application by 
Midwestern Gas Transmission Company in Docket No. G—16841 to build a new 
pipeline to the Chicago area; and (3) completion of the pipeline of Trans- 
Canada Pipe Lines, Ltd. allegedly releasing 15,500,000 Mcf of gas per year 
that Panhandle is now exporting to Union Gas Company. Apart from the 
fact that any request to reopen the record to adduce additional evidence is not 
timely under Section 1.33 of our Rules, we have been fully aware of the nature 
of the above developments. The trunkline application is not yet before us; the 
hearing on the Midwestern application has not yet been completed and Mid- 
western does not propose service to Panhandle or to any customer of Pan- 
handle for use in an area now served with gas purchased from Panhandle; 
whether Panhandle should cease selling gas to Union Gas Company still re- 
mains to be seen in spite of the completion of the Trans-Canada pipeline and 
irrespective of the terms of its contract with Union. There is thus nothing to be 
added by reopening for evidence on these matters. 

Lastly Michigan Consolidated contends that the record should be reopened 
to afford a hearing on the facilities Panhandle will abandon. The record 
indicates that the facilities involved will probably include little more than a 
metering station and their removal will have no appreciable financial effect 
upon Panhandle. Furthermore, Michigan Consolidated will not be affected by 
the facilities abandoned. 

We shall therefore deny Michigan Consolidated’s request for reopening the 
record. We shall also deny Panhandle’s request for leave to file an answer to 
the application to reopen, for the application to reopen is indistinguishable pro- 
cedurally from and is a part of the application for rehearing, and neither our 
Rules nor the Natural Gas Act provide for an answer to an application for 
rehearing. 

Many of the applicants for rehearing request a stay of our order until the 
rights of the parties have been finally determined upon judicial review. We 
will defer setting an effective date for the abandonment until issuance of our 
order determining the appropriate allocation of Panhandle’s gas. 


CONCLUSION ON REHEARING 


We conclude that the applicants for rehearing have presented no considera- 
tions which alter our conclusion that the public interest not only “permits,” 
within the language of the statute, but favors the proposed abandonment. It may 
be true, as contended, that we have never before permitted an abandonment of 
service over the protests of the buyer, but here we have a peculiar situation 
where one of two great rival natural gas systems is required to serve the other. 
This situation has been subject to our regulatory authority for some time as 
indicated in our prior order. Up to the present time because of shortage of 
gas supplies we have been unwilling to permit the abandonment. Now be- 
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cause of Am-La’s increased capacity and the availability of the gas reserved in 
Docket No. G—2306, et al. abandonment has become feasible, and it is our 
opinion that each system will more efficiently procure gas supplies and serve 
its own customers if separated from the other one. Viewing the problem in 
this way it is not essential that the American Natural System’s gas resources 
precisely equal its requirements as long as they substantially do so, although 
we have found that these resources are indeed sufficient to meet present require- 
ments. 


Panhandle’s Plan of Distribution 


In our order of December 19, 1958, we provided that Panhandle should submit 
for our approval a plan of allocating the gas presently being delivered to 
Michigan Consolidated so that such gas will be available for sale for resale 
primarily to domestic and commercial consumers. Panhandle did file a plan 
on January 19, 1959. However, the plan so filed is similar to that presented 
at the hearing, and, as we indicated in our prior order, that plan was not 
satisfactory. The present plan clearly makes no real attempt to meet the 
standards of our order since it provides increased volumes of gas only for 
existing eastern zone customers having a higher percentage of space heating 
saturation than that obtaining on the Michigan Consolidated System and does 
not show the portion of the gas that will be made available to domestic and 
commercial consumers to meet the requirements of the Commission’s order that 
the gas go primarily to these classes of consumers. We shall therefore reject 
Panhandle’s plan but will set a hearing to enable all properly interested parties 
to present plans and evidence with respect to the disposition of Panhandle’s 
gas in conformity to the standards of our order of December 19, 1958. In our 
opinion such parties would include Panhandle’s customers and interested state 


commissions, but not members of the American Natural System or their 
customers. 


Michigan Consolidated’s Proposed Settlement 


On January 26, 1959, Michigan Consolidated filed a proposal in settlement of 
the controversy. Under this proposal we would modify our order to provide 
that Panhandle be authorized to abandon as of October 1, 1959, its present 
deliveries of 127,000 Mcf per day which are available on the peak days upon 
condition that on the same date Panhandle commence the delivery to Michigan 
Consolidated of the same annual volume of 46,355,000 Mcf. This plan, Michi- 
gan Consolidated contends, would enable Panhandle to serve 75,000 additional 
space heating consumers and at the same time permit Michigan Consolidated 
through the use of storage facilities to meet its own requirements. Numerous 
responses were filed for and against this plan. Among those opposing the 
plan are many of Panhandle’s customers and Panhandle itself. Since the plan 
of settlement, whatever its virtues, is not acceptable to the parties to these 
proceedings, and is otherwise inconsistent with our order, it need not be dis- 
cussed further. 


The Commission finds: 


The assignments of error and grounds for rehearing in the above applica- 
tions for rehearing set forth no new facts or principles of law which were not 
fully considered by the Commission when it adopted its order of December 19, 
1958, or which having now been considered warrant any change or modification 
of said order, except as provided below. Such specifications of error, conten- 
tions and arguments contained in the above applications for rehearing as are 


556-—794—63--—_17 
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not specifically disposed of in the foregoing are without substantial support 
in evidence or reasonable basis in law or are immaterial to the correct decision 
of this case and should be denied. 


The Commission orders: 


(A) The applications for rehearing filed in these proceedings are hereby de- 
nied except with respect to the stay granted in (B) below. 

(B) The effective date of the abandonment of service permitted Panhandle 
in paragraph (A) of our order issued December 19, 1958, shall be stayed until 
a date set in a further order of the Commission. 

(C) Michigan Consolidated’s request for reopening the record is hereby 
denied. 

(D) Panhandle’s motion for leave to file an answer to Michigan Consoli- 
dated’s request to reopen the record is hereby denied. 

(E) Panhandle’s plan of allocation of the gas now being delivered to Michi- 
gan Consolidated is hereby rejected, and a hearing is hereby fixed to commence 
at 10:00 A.M. (EDST) on June 16, 1959, in a hearing room of the Federal 
Power Commission, 441 G Street, N.W., Washington, D.C., to determine an 
appropriate plan for the allocation of such gas. 

Commissioner Kline concurring and filed a separate statement. 

Commissioner Connole dissenting and filed a separate statement. 


Kung, Commissioner, concurring: 


I concur in the order denying rehearing although I am personally of the 
view that the public interest would better be served by authorizing a partial 
abandonment only. There is no question but that there is sufficient evidence 
in the record to support the decision of the majority. There is an over-supply 


of gas on the American Natural system sufficient, although barely so, to re- 
place the Panhandle gas. There is also a greater and more pressing need for 
gas generally on the Panhandle system than on the American Natural system. 

The difference between myself and the majority is solely in the weight which 
we give to the various factors affecting the public interest. The majority are 
of the view that the benefits which will accrue to the public by reason of the 
complete severance of relations between the two systems outweigh other aspects 
of the public interest. I am of the opinion that the immediate hardship to the 
gas consumers in the Detroit area, coupled with the fact that complete abandon- 
ment will leave the American Natural system only with enough gas to serve 
its existing customers and will not permit it to extend service to communities 
in its service area which have been waiting for years for the gas, make it more 
in the public interest to authorize only a partial abandonment of the service. 
This matter has been thoroughly discussed, and careful consideration given 
to the various views. Since the difference between myself and my colleagues 
is purely one of judgment and of how much weight should be accorded to 
the various factors which comprise the public interest, and their being no 
question that it is very much in the public interest to sever the relations be- 
tween these two systems, there is no advantage to be gained by further re- 
consideration of this matter. 

The recently filed proposal of Michigan Consolidated may or may not pro- 
vide a better solution to this case. We cannot consider the proposal as a settle- 
ment proposal because it has not been agreed to by any of the other parties 
in the case. Neither can we consider it on its merits without affording the 
other parties an opportunity to be heard. This would result in a delay of at 
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least one or two years. There must be some end to this litigation. This is a 
case where the public interest requires that some decision be reached in order 
that the two systems may proceed to make plans for the future. Action, not 
further groping for some other solution that may or may not be better, best 
serves the public interest. 





















CoNNOLE, Commissioner, dissenting to denial of reconsideration: 


By this order any possibility has been removed that some of Panhandle’s 
capacity and volumes will be used by Michigan Consolidated as part of the allo- 
eation order ultimately issued by this Commission. If the record were pres- 
ently in the same shape as it was when we permitted abandonment I would 
have no difference with this position. I see nothing in the petition for recon- 
sideration filed by any party which alters the validity of the reasons on which 
we relied in permitting abandonment. 

While I do not disagree with what we decided before on the record as it was 
at that time, there has been a material change since the issuance of that order 
which in my judgment should be given more consideration than the majority 
order permits. On January 26 of this year, Michigan Consolidated filed a pro- 
posal pursuant to 1.18(c) of the Commission’s rules. Majority have con- 
cluded that this proposed amendment “need not be discussed further” and that 
the parties who shall be permitted to present plans and evidence with respect 
to the disposition of Panhandle’s gas would not include “members of the Amer- 
ican Natural System or their customers.” 

There are probably many defects in Michigan Consolidated’s proposed plan 
of settlement. I do not unequivocably accept it. On the other hand there are 
indisputable advantages. The point is that it was not before us at the time we 
considered abandonment, it has received the support of many parties, both 
public and private, to this proceeding and yet we here foreclose our oppor- 
tunity to consider it. In my judgment the record in this proceeding should be 
reopened, Michigan Consolidated and other parties supporting the proposed 
compromise settlement should be permitted an opportunity of justifying the 
settlement and the final order should reflect careful consideration of the record 
as so expanded. Because majority opinion renders this impossible, I dissent 
from it. 

I do not contend that this order is erroneous as a matter of law. I do say, 
however, that in my judgment it is not in the highest public interest to prohibit 
consideration of a solution to so important a problem, even if that solution 
requires substantial modification. 

The proposal of settlement seems to be at least as worthwhile as the plan 
of allocation proposed by Panhandle and rejected by this order. Moreover, 
from the language of the objections made to that proposed offer, at least as 
much time would be consumed in proceedings to allocate Panhandle’s gas, even 
without American Natural System or its customers as parties, as would be 
consumed if the allocation proceedings were broad enough to include consid- 
eration of the compromise offer of settlement filed by Michigan Consolidated. 

I concur in so much of this order that reaffirms our prior order on the record 
as it was at the time we made the order. I concur in so much of this order 
that denies approval of the plan of allocation proposed by Panhandle. I dis- 
sent from so much of the order that denies reconsideration for the purpose of 


permitting us to examine the compromise plan of allocation proposed by Michi- 
gan Consolidated. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, DOCKET NOS. 
G-12059, G—13357, AND G-—13560; ATLANTIC SEABOARD CORPORATION, 
DOCKET NO. G-13707 


ORDER DENYING APPLICATIONS FOR REHEARING 


(Issued February 13, 1959) 


Applications for rehearing of the Commission’s order issued December 17, 
1958, 20 FPC 843, in the above-entitled proceedings were filed by Transcontinental 
Gas Pipe Line Corporation (Transco) and Virginia Electric Power Company 
(Vepco) on January 16, 1959; by Washington Gas Light Company (Washing- 
ton Gas) and Commonwealth Natural Gas Corporation (Commonwealth) on 
the same date; and by Atlantic Seaboard Corporation (Atlantic Seaboard) on 
January 15, 1959. By that order we denied an application by Transco for a 
certificate of public convenience and necessity authorizing the construction 
and operation of facilities wherewith to transport 25,553 Mcf per day of gas 
on an interruptible basis from gas fields in Louisiana to a point near Vepco’s 
Possum Point power plant on the Potomac River, for use at the Vepco plant 
as boiler fuel. Vepco was to have purchased the gas from producers in the 
field. We also denied Transco authority to render a service complementary to 
and interdependent with the transportation service, under which Transco could 
interrupt the Vepco transportation for 13%4 percent of each year in order to sell 
and deliver winter peaking gas to Atlantic Seaboard. In the latter connection, 
we also denied an application by Atlantic Seaboard for facilities to receive de- 
liveries of this winter peaking gas; and we also denied the requests of Wash- 
ington Gas and Commonwealth, two interveners, which likewise sought deliv- 
eries of the winter peaking gas. 

Considering first the application for rehearing of Transco and Vepco, these 
companies request that we abrogate and modify our order aforesaid so as to 
issue the certificate authorizations Transco seeks herein, or alternatively, grant 
rehearing herein, on what appear to be five principle grounds. First, these 
parties contend that Transco has met the statutory requirements of “public 
convenience and necessity” under Section 7(e) of the Act. They say that the 
Commission denied the certificate requested by Transco solely because of certain 
deficiencies in the rates proposed by Transco for the X-19 service, but contend 
that under the Act, a certificate applicant is not required to prove that a pro- 
posed initial rate is “just and reasonable” within the meaning of Sections 4 
and 5. They say the Commission has so held and has so argued in briefs filed 
with the courts in certain appealed cases. And they contend that under our 
order issued March 31, 1958, in Matters of Hope Natural Gas Company, et al., 
19 F.P.C. 405, in a producer certificate case, absent a showing that the pro- 
posed rate adversely affects the public convenience and necessity, a certificate 
should be issued therefor. 

But this objection errs in assuming that, because a certificate applicant does 
not have to establish that its proposed rate is “just and reasonable,” as it would 
in a rate proceeding under Section 4 of the Act, there is no burden whatever 
upon it to justify the rate it proposes. Plainly, without careful consideration 
of the proposed price or rate, no determination can be made whether a service 
or the facilities proposed by a pipeline certificate applicant satisfy the require 
ments of Section 7 that they “be reguired by the public convenience and necessity” 
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and the applicant be “able * * * properly to do the acts and perform the service 
proposed and to conform to the provisions of the Act”? The criteria applicable 
in a pipeline certificate case are not necessarily applicable in a producer certificate 
case” In this case, cost-of-service evidence is available when the certificate is 
applied for, and the question on that evidence is whether the rate is too low 
because, properly evaluated, it shows that the new service at the proposed rate 
would be uneconomic—would not return its properly allocable part of applicant’s 
total cost of service. 

Secondly, Transco and Vepco contend that our conclusion that the proposed 
rate for the X-19 service does not satisfy the Section 7 standard of “public 
convenience and necessity” and “able to do * * * and perform * * * and con- 
form” is not justified by our findings that Transco did not follow the allocation 
standards set by the Commission in its Atlantic Seaboard Opinion No. 225, 11 
F.P.C. 43, (1952), and did not allocate sufficient transmission demand costs to 
the Vepco transportation service. They argue that Congress provided no formula 
in the Gas Act by which the “just and reasonable” rate is to be determined ; that 
we need not use any single formula in determining rates; that it is the end 
result reached, not the method employed, which is controlling under the Supreme 
Court’s decision in F.P.C. v. Hope Natural Gas Co., 320 U.S. 591; and that the 
end result here, arrived at without a finding that it is in the public interest, is 
the destruction of the service these companies propose. 

These arguments too we must reject. As indicated above, in this case we must 
determine and have determined that particuiar features or aspects of the proposed 
rate for the Vepco service do not meet the requirements of the public con- 
venience and necessity. Since the project proposed falls short of the minimal 
requirements of law, Transco’s application was properly denied. The “end 
result” formula of the Hope case does not contemplate any contrary result. 

Third, Transco and Vepco argue that Transco’s presentation sufficiently justi- 
fies the rate for this sale. The companies contend that Transco’s Witness 
O’Connor applied both the letter and spirit of the Atlantic Seaboard formula by 
first segregating the 1958 cost of service by functions according to the Atlantic 
Seaboard method; then allocating costs by rate schedules in each zone; and 
then further allocating such costs to each of the services—the transportation 
service and the peaking service—on the principle that interruptible service not 
available on a peak day should not be assigned transmission demand costs, which 
allocation, it is stated, justified a rate of 11.25 cents for the transportation service. 

However, as we stated in our order of which rehearing is sought, underlying 
the method employed in the Atlantic Seaboard case was the principle that in 
meeting the requirements of public convenience and necessity, it is of basic 
importance that the rate for each proposed service bear the share of the costs 
reasonably and fairly allocable to that service. In the case of a complementary 
transportation and peaking service such as that proposed by Transco, this entails 






1See, e.g., In the Matter of Kansas Pipe Line 4 Gas Company, et al., 2 F.P.C. 29, 55 
(1939), decided prior to the 1942 amendment of Section 7(c); after the amendment, 
In the Matter of Michigan Wisconsin Pipe Line Company, 6 F.P.C. 1, 19-20 (1947), 
aff'd sub nom. Panhandle Eastern Pipe Line Co. v. F.P.C., 169 F. 2d 881 (CADC, 1948), 
cert. den., 335 U.S. 854 (1948). See also Arkansas Louisiana Gas Co. v. F.P.C., 113 F. 
2d 281 (CA 5, 1940). Of., Scripps Howard Radio v. F.0.0., 189 F. 2d 677 (CADC, 1951), 
cert. den., 342 U.S. 830. 

7See Commission Opinion No. 315 issued September 4, 1958, in Matters of Transcon- 
tinental Gas Pipe Line Corporation, Docket No. G—13143, et al.; see also Commission 
order issued March 31, 1958, in Matter of Hope Natural Gas Company, 19 F.P.C. 405; 


and Opinion No. 309 issued March 31, 1958, in Matters of Seaboard Oil Company, 19 F.P.C. 
416. 
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the assignment of a reasonable portion of the transmission demand costs to the 
transportation rate. Viewed from another standpoint, we have generally ap- 
proved rates for interruptible service which carry costs equivalent to the cost 
for firm service at 100 percent load factor. The rates proposed by Transco 
accord with neither of these standards. 

Fourth, however, the applicants argue that the rates proposed under the X-19 
schedule can be supported on bases other than that relied on at the hearing. 
And they attach to their application two appendices setting forth cost allocations 
which they contend justify and support the X-19 service. However, to the 
extent we have not already in principle rejected the matter contained therein, we 
cannot find that these appendices support the project proposed. 

Finally, the applicants contend that in the case of eleven pipeline companies 
enumerated, we have authorized by certificates under Section 7 (e), interruptible 
rates which make the interruptible service carry less than 45 percent of the 100 
percent load factor demand charge under the pipeline companies’ presently 
effective demand commodity rates for firm service. In this case, however, we 
are confronted with a type of arrangement which differs significantly from the 
services involved in those other cases—as staff has pointed out, this kind of 
complementary transportation and peak service arrangement is novel and presents 
unusual problems. In such circumstances, the development of appropriate stand- 
ards on a case-by-case approach is essential. 

The application for rehearing of Washington Gas and Commonwealth prin- 
cipally adopts the grounds and reasons set forth in the application of Transco 
and Vepco, and what we have said above and our order of which rehearing is 
sought sufficiently disposes of this application. 

Turning to Atlantic Seaboard, the gravament of this party’s application for 
rehearing is that the rendition of the winter peak service to Atlantic Sea- 
board would be beneficial to it and the public, but that the rendition thereof 
to Atlantic Seaboard’s customers, Washington Gas and Commonwealth, would 
be detrimental to all but these two, as well as discriminatory against Atlantic 
Seaboard’s other customers. It contends that the examiner erred in concluding 
otherwise; and requests that we reverse the examiner’s determination on this 
point and that we authorize the peak service to Atlantic Seaboard and facilities 
therefor as requested. However, since we have denied the transportation serv- 
ice, the interdependent winter peak service also falls. 


The Commission further finds: 


The applications for rehearing filed in the above-entitled proceedings by 
Transcontinental Gas Pipe Line Corporation and Virginia Electric and Power 
Company on January 16, 1959; by Washington Gas Light Company and Com- 
monwealth Natural Gas Corporation on January 16, 1959; and by Atlantic 
Seaboard Corporation on January 15, 1959, set forth no new facts and no 
principles of law which either were not fully considered by the Commission 
when it adopted its order issued December 17, 1958, or which having now been 
considered, warrant any change in or modification of that order. 


The Commission orders: 


The aforesaid applications for rehearing filed in the above-entitled proceed- 
ings by Transcontinental Gas Pipe Line Corporation and Virginia Electric and 
Power Company on January 16, 1959; by Washington Gas Light Company and 
Commonwealth Natural Gas Cerporation on January 16, 1959; and by Atlantic 
Seaboard Corporation on January 15, 1959, are hereby denied. 
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CITIZENS UTILITIES COMPANY, DOCKET NOS. E-6716 AND E-6760 
OPINION AND ORDER REQUIRING APPLICATION FOR LICENSE 
(Issued February 16, 1959) * 


Syllabus 





. Commission finds that the Clyde River is “suitable for use” in the transporta- 
tion of persons or property in interstate or foreign commerce, and thus is 
a navigable river under Section 3(8) of the Federal Power Act. P. 240. 

2. Included in “navigable waters” under Section 3(8) of the Federal Power Act 
are those that have been recommended to Congress for improvement by 
the United States after investigation under its authority. P. 239. 

3. Commission concludes that the maintenance and operation of Citizens’ 
facilities on the Clyde River can and do affect the navigable capacity of 
the river downstream, including a portion of the river below Citizens’ Unit 
No. 11 plant, and are thus subject to Commission jurisdiction. P. 242. 

4. Commission requires Citizens to apply for a license for all of its project 
works. P. 243. 

Commissioner Kline concurring in the result. 

Commissioner Hussey not participating. 

Arthur S. Friedman, Milton 8. Gould, Clifton G. Parker, and Reuben Gold- 
berg for Citizens Utilities Co. 

Frederick M. Reed and Stephen B. Richardson for the State of Vermont, The 
Vermont State Fish & Game Commission, and the Vermont State Water Conser- 
vation Board. 

Rudolph J. Daley and Raymond L. Miles for Newport Fish & Game Club, 
Derby Fish & Game Club, Northeastern Vermont Fish & Game Club, Echo-Sey- 





mour Fish & Game Club, Inc., Vermont Federation of Sportsmen’s Clubs, Earl 
7 Cheney, James Murphy, John Boylan, and J. A. Racine. 
‘ Lee EH. Emerson for Barton Village. 
: Joseph B. Hobbs for the staff of the Federal Power Commission. 
: Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
. William R. Connole, Arthur Kline and John B. Hussey. 
OPINION 

These matters arose upon the filing of a Declaration of Intention under Sec- 
; tion 23(b) of the Federal Power Act to construct hydroelectric project works on 
.. the Clyde River near the City of Newport, Vermont and an investigation insti- 
. tuted by the Commission under Section 4(g) of the Act. The proceedings are 
. now before us upon exceptions to the presiding examiner’s decision finding that 
. the portion of the Clyde River occupied by the project works of Citizens is not 
‘ a navigable water of the United States but that the interests of interstate and 

foreign commerce are being and will be affected by certain of Citizens facilities, 
and Citizens should be required to apply for a license for those facilities. 

In June 1956, Citizens commenced construction of certain project works desig- 
d- nated Unit No. 11 for water power development approximately one mile upstream 
1d from the point at which the Clyde River flows into Lake Memphremagog near 
1d Newport, Vermont. By letter dated September 11, 1956, the Commission informed 
ic Saicinaibleileasincaicliht 






*Designated Commission Opinion No. 318. Rehearing denied by order of the Com- 
mission issued April 3, 1959 affirmed, 279 F. 2d; cert den. November 14, 1960. 
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Citizens that it had come to its attention that this construction had commenced 
without Citizens having filed a Declaration of Intention or Application for License 
pursuant to the provisions of Section 23(b) of the Federal Power Act. On 
November 30, 1956, Citizens filed its Declaration of Intention with respect to its 
Unit No. 11 construction, and this proceeding was designated Docket No. E-6716. 

On June 24, 1957, the Commission issued an order instituting an investigation 
“for the purpose of determining whether it is appropriate, expedient, and in the 
public interest to issue an order to conserve and utilize the navigation and water 
resources of the region for the use or benefit of interstate or foreign commerce, 
for the improvement and utilization of water power development, and for other 
beneficial public uses, including recreational purposes, Docket No. E-6760.” 
By the same order Docket Nos. E-7616 and E-6760 were consolidated for the 
purposes of hearing. 

Petitions to intervene were filed by the State of Vermont, Vermont State Com- 
mission on Fish and Game, and the Vermont State Water Conservation Board, 
by Barton Village, Vermont, and jointly by the Newport Fish and Game Club, 
the Derby Fish and Game Club, Northeastern Fish and Game Club, Echo-Seymour 
Fish and Game Club, Inc., Vermont Federation of Sportsmen’s Clubs, Earl 
Chaney, James Murphy, John Boylan and J. A. Racine (Fish Clubs), and all the 
petitions were granted by us. Hearings were held at Newport and Burlington, 
Vermont, at which all parties were afforded opportunity to present evidence and 
to file briefs. In their brief the Fish Clubs contended that Citizens’ facilities had 
injured the fish life in the Clyde River, that the River is a navigable water of 
the United States and that Citizens’ installations are subject to the jurisdiction 
of the Commission. The staff also contended that the Clyde is a navigable water 
of the United States, that Citizens’ facilities affect navigable waters and that 
Citizens should be required to apply for a license for all of its project works on 
the Clyde and its tributaries. Citizens, the Village of Barton and the State of 
Vermont and the State Water Conservation Board contended that the Clyde is 
not navigable nor did the project works affect navigable waters of the United 
States. 

The presiding examiner issued his decision August 12, 1958, in which he found 
that Lake Memphremagog and the Clyde River up to a point about one mile 
upstream but below Citizens Unit No. 11 project are navigable, but that the 
Clyde River above that point is not navigable. He found, however, that the 
maintenance and operation of Citizens’ Unit No. 11 development and its Newport 
development about two miles above the mouth of the Clyde at which are located 
its Units Nos. 1, 2, and 3, affect the navigable capacity of the Clyde River down- 
stream from these facilities. Exemptions were filed by the Fish Clubs, the State 
of Vermont and the State Water Conservation Board, Citizens, and staff counsel. 

The issues now before us are whether the Clyde River is a navigable water 
within the meaning of the Federal Power Act, whether the maintenance and 
operation by Citizens of its project works affect the navigable capacity of the 
Clyde River downstream from the project works, and what steps we should take 
to carry out the purpose of the Federal Power Act. In accordance with our dis- 
cussion below and upon the basis of the record and the law we conclude that the 
Clyde River is a navigable water of the United States from its mouth to Island 
Pond near its source; that, even if the Clyde River were navigable only below 
the Unit No. 11 powerhouse, operation of Citizens’ developments affects the navi- 
gable waters of the lower portion of the Clyde; and that Citizens should be re- 


quired to apply for a license for all of its project works on the Clyde and on a 
tributary. 
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The Clyde River and Citizens’ Facilities 


The Clyde River is situated in northeastern Vermont and arises from a small 
body of water called Spectacle Pond. It flows for some 28 miles in a north- 
westerly direction and empties into the southern end of Lake Memphremagog 
at the City of Newport, Vermont. Lake Memphremagog is an inland lake some 
4 miles in width in the widest point and about 30 miles in length of which 
approximately the southern third lies in Vermont and the northern two-thirds 
lies in Canada. The waters of Lake Memphremagog flow north through the 
Magog River which empties into the St. Francis, a tributary of the St. Law- 
rence. Since 1935 the water level in Lake Memphremagog has been maintained 
in accordance with an agreement between the Governments of the United 
States and Canada by means of a dam near its outlet on the Magog River. A 
number of pleasure boats use the Lake, and in the past there has been steam- 
boat passenger service on its waters. There is no dispute in these proceedings 
as to its navigability. 

Turning to the Clyde River, we find that after leaving Spectacle Pond it 
flows after about one-fourth mile into Island Pond, a body of water about a 
mile and a half long. From Island Pond, which it leaves at about mile 27.5 
(27.5 miles from the mouth), it flows to East Charleston at mile 19.2 receiving 
a number of tributaries including a stream at the latter point which drains 
Seymour Lake and Echo Pond. From there the Clyde continues to Pensioner’s 
Pond and then into a pond created by a dam belonging to Barton Village at 
mile 12.2 and a pond created by the Citizens’ utility dam at West Charleston 
located at about mile 11.7. The fall of the Clyde River from its origin to the 
Barton Village dam, a distance of more than 16 miles, is 31 feet or less than 2 
feet per mile. In general this portion of the river flows smoothly through 
fields, marsh land, and woods except for one stretch of rapids. 

From about river mile 12 at West Charleston the river flows more precipi- 
tously, dropping 162 feet or 85 feet per mile on the average between the Charles- 
ton Dam and mile 10.2 a short distance below the West Charleston hydro-elec- 
tric plant. From this point the river flows to the Little Salem Pond and the 
Big Salem Pond, leaving the latter at about mile 7.1. Between mile 10.2 and 
mile 6.0 there is a drop of 24 feet, or less than six feet per mile. 

For about 3 miles below the outlet of Big Salem Pond the Clyde River winds 
through fields and pasture but then the flow becomes more rapid as the stream 
enters Clyde Pond. At the outlet of Clyde Pond (mile 2.0) is located Citizens’ 
dam from which water is diverted to its Newport powerhouse. Just below the 
powerhouse is a diversion dam and Citizens’ Unit No. 11 powerhouse located at 
about mile 1.0. From mile 6 to mile 2 the river drops about 96 feet or 24 feet 
per mile on the average; in the one mile section between mile 2.0 and mile 1.0 
the difference in elevations is about 180 feet. Below Citizens’ Unit No, 11 
dam the river is sluggish and for the most part is approximately at the level 
of Lake Memphremagog. 

Of particular interest in this proceeding in view of the contentions of the 
Fish Clubs is the fish population of the Clyde River. The waters are inhabited 
by steelhead and rainbow trout, perch, bass, pike and suckers. Furthermore, 
Atlantic salmon use the river for purposes of spawning. The record contains 
many references to fishing in the various parts of the river. 

While this proceeding arose because of the construction of Citizens’ Unit No. 
11, the maintenance and operation of all developments on the Clyde have been 
called into question. The company owns, operates and maintains the follow- 
ing hydro-electric developments on the Clyde River: 
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(1) Unit No. 11 with powerhouse located at about mile 1.0 having 1600 kw. 
of installed capacity in one unit; 

(2) Newport with powerhouse located at mile 2.0 having 3600 kw. of installed 
capacity in 3 generating units; and 

(3) Charleston with powerhouse located at about mile 11.4 having 800 kw. 
of installed capacity. 

Citizens also owns, operates and maintains dams at the outlets of Seymour 
Lake and Echo Pond, which empty into the Clyde at East Charleston. To- 
gether these dams provide storage capacity of 4500 acre feet for use in the 
operation of the downstream power plants. Clyde Pond provides additional 
storage capacity of 1000 acre feet. Water is supplied to the Unit No. 11 plant 
by means of a diversion dam at mile 1.4 and canal leading to the powerhouse 
but no storage capacity is created. In addition to the installations of Citizens, 
the Village of Barton, as indicated above, Owns and operates a hydro-electric 
plant, at mile 12.2 which has an installed capacity of 1400 kw. Citizens does 
not have any permit or right of way granted prior to the enactment of the 
Federal Water Power Act on June 10, 1920 (41 Stat. 1063, 16 U.S.C. 791-823) 
or any license granted by us with respect to its project works on the Clyde 
River or its tributaries. 


Navigability of the Clyde River 


In this proceeding we are first interested in whether Citizens’ developments 
are located in a “navigable water” of the United States, for Section 23(b) of 
the Act provides that it shall be unlawful for any person to construct, operate 
or maintain a dam or other works “in any of the navigable waters of the United 
States”. As indicated above, Citizens contends that none of its developments 
is located in a “navigable water” of the United States, and the State of Ver- 
mont, the State Water Conservation Board, and Barton Village take the same 
position. Staff counsel argue that the Clyde River is a “navigable water” 
from its mouth to its source at Spectacle Pond, and the Fish Clubs are in 
agreement. 

Section 3(8) of the Power Act defines “navigable waters” to mean: 
those parts of streams or other bodies of water over which Congress has 
jurisdiction under its authority to regulate commerce with foreign nations 
and among the several States, and which either in their natural or im- 
proved condition notwithstanding interruptions between the navigable parts 
of such streams or waters by falls, shallows, or rapids compelling land 
carriage, are used or suitable for use for the transportation of persons or 
property in interstate or foreign commerce, including therein all such in- 
terrupting falls, shallows, or rapids, together with such other parts of 
streams as shall have been authorized by Congress for improvement by the 
United States or shall have been recommended to Congress for such im- 
provement after investigation under its authority; 


It has been long established that a river must be regarded as a public navi- 
gable water in law if it be navigable in fact. And if the actual navigation be 
for the transportation of persons or property in interstate or foreign commerce 
or be suitable for such use, it follows that the river is a navigable water of 
the United States. 

The law with respect to navigability as applicable to this proceeding is largely 
set forth in the New River Case (United States v. Appalachian Power Com- 
pany, 311 U.S. 377) which cites the prior authorities. It is made clear in that 
ease that actual use of a river need not be continuous; that when once found 
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to be navigable a stream remains so; that a stream may be navigable despite 
the obstructions of falls, rapids, sand bars, carries or shifting currents; that 
navigability may be established by the floating of logs or by use of boats of 
various sizes; that use by personal or private boats demonstrates the avail- 
ability of the stream for the simpler types of commercial navigation; that the 
use need not be important commercially; and that in determining the navi- 
gable character of the river, it is proper to consider its feasibility for interstate 
use after reasonable improvements. See Wisconsin Public Service Corporation 
v. Federal Power Commission, 147 F. 2d 743 (C.A. 7), certiorari denied 325 
U.S. 880; State of Wisconsin v. Federal Power Commission, 214 F. 2d 334 
(C.A. 7), certiorari denied 348 U.S. 883. 

It is important in this proceeding, as will presently appear, that a water- 
way is navigable under Section 3(8) of the Power Act either if “used” or 
“suitable for use” in the transportation of persons or property in interstate 
or foreign commerce. In The Montello, 20 Wall. 430, 441, it was said: 


The capability of use by the public for purposes of transportation and 
cemmerce affords the true criterion of the navigability of a river, rather 
than the extent and manner of that use. 


See also United States v. Utah, 283 U.S. 64, 82-83. 


Also we may note that included in “navigable waters” under Section 3(8) 
are those that have been recommended to Congress for improvement after in- 
vestigation under its authority. We need not decide the question raised in the 
briefs as to whether the constitutional sources of control of navigation are lim- 
ited to the commerce clause or are derived also from the treaty making power, 
for this Commission is subject to the definition in Section 3(8), undoubtedly 


constitutional in view of its consideration in the New River Case. 

The record is clear that the Clyde River is suitable for navigation by small 
boats, which have used it and the ponds along its course both recently and in 
the past. Boats use with ease the lower portion of the Clyde from its mouth 
to near the Unit No. 11 plant when the plant is operating. Specifically the rec- 
ord shows that boats have been used on the river in the neighborhood of East 
Charleston and West Charleston, on the Salem ponds and between them, and 
on Pensioner’s Island and Clyde Ponds. The older witnesses testified that in 
past years boats had been used up and down the Clyde River. These included 
row boats, canoes and motor boats for pleasure or sport including fishing, hunt- 
ing and trapping. 

A concrete demonstration of the navigibility of the Clyde was made on the 
record by the Fishing Club interveners, who presented certain witnesses who 
had made boat trips on the river. One witness testified he had traveled all 
the way down the river from Island Pond to Lake Memphremagog in a 13 
foot canoe although portages were made around the Little Salem and Big 
Salem ponds, Derby Center Bridge, the electric power installations of Barton 
Village and Citizens’ Utilities at West Charleston, and the power installations 
of Citizens’ Utilities at and below Clyde Pond to a point below the Unit No. 
11 powerhouse. Another witness described how he had traveled down the 
Clyde River in an eight foot “pram” boat with an outboard motor from Island 
Pond to about half a mile below Pensioner’s Pond near West Charleston. In 
this stretch of the river it was necessary to make two short portages but it 
was not necessary to remove the boat from the river to get over or around 
drift wood and blow downs. The remainder of this trip was made a week 
later in a 17 foot aluminum canoe. The canoe was placed in the water below 
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West Charleston, was removed from the water at upper Salem Pond and was 
put in again below the lower Salem Pond. The canoe proceeded through the 
rapids and through Clyde Pond where it was again removed, carried around 
the power station and put back into the water below the raceway of Citizens’ 
Newport powerhouse from where it traveled through rapid water and then 
through calm water to Lake Mamphremagog. 

Turning to the past, the record shows a significant use of the Clyde for 
logging. There were formerly at least three saw mills and one pulp mill along 
the river which could be used to process the logs brought down by the river. 
The pulp mill about 1.8 miles up the river at West Derby, was in operation as 
early as 1833, was once owned by one Charles Prouty and was in operation 
at least until 1917. At Derby Center a saw mill was operated on the river be- 
tween Clyde Pond and lower Salem Pond by various parties, including members 
of the Dailey family from 1875 to 1909 or 1910. At West Charleston one Wil- 
liam Nelson was in the lumber business and had a saw mill at this point, and at 
West Derby there was also a saw mill owned in part by Miller and Prouty, as 
discussed below. 

A number of elderly witnesses testified in the hearings as to log drives down 
the Clyde in times past, both for lumber and for pulp. This testimony and 
contemporary newspaper articles include accounts of such downstream move- 
ments in 1887, 1890, 1890-1897 (approximately), 1893, 1898, 1900, 1909-1910, 
1916-1917, 1918. For instance, one of the witnesses testified that he sold 2200 
to 2300 cords of pulp logs to the Prouty mill in each of the last two years of 
its operations, that is in 1916 and 1917, or 1917 and 1918. The wood was cut 
as far up as Mad Brook at mile 21.3, piled on the flats close to the river and put 
in the river during the spring run-off in March. The logs were gathered in a 
boom at Salem Pond, moved through the pond, and were eventually delivered to 
the Prouty mill at mile 1.8, a distance of about 20 miles. There were apparently 
no runs of logs in the river since 1918, although the river was used in 1935 
to transport several hundred spruce, fir and cedar poles for electric and tele- 
phone use. 

The lower part of the Clyde was also used for lumbering operations. The 
farmers on the shore of Lake Memphremagog used to make rafts of logs and 
pole or row them up to the foot of Clyde river falls, at about the present 
location of the Newport powerhouse, taking back the sawed lumber in the same 
way. 

There is no direct evidence in the record that the logs floated down the 
Clyde River or brought up the Clyde from the Lake were sold outside the State 
of Vermont, but, of course, there is no reason why they could not have been 
sold in other states or Canada. The presiding examiner excluded from evidence 
Exhibit 22, which was a newspaper article of December 1896 describing the 
firm of Prouty and Miller. It stated that this firm, among other properties, 
owned a controlling interest in the mill at West Derby, and that their product 
“mainly finds a market in southern New England”. We find that this exhibit 
is relevant and competent to show that forest products processed in the area 
have been shipped to market outside the State of Vermont and should be 
admitted. 

Apart from logging the record contains considerable evidence of historical 
use of the Clyde River as a travel route during colonial times between Canada 
and the English settlements further south. Several historical works, dating 
from the nineteenth century, from which excerpts are included in the record, 
state that Indians living on the St. Lawrence would come up the St. Francis 
and Magog Rivers in canoes to Lake Memphremagog. After passing through 
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the Lake they would ascend the Clyde River to Island Pond, from which they 
would portage to the Nulhegan River and so reach the Connecticut. From 
the Connecticut they would also travel up the Ammonoosuc, from which they 
crossed the Androscoggin. The Nulhegan, a link in this travel route, is about 
thirteen miles long. It arises in the marshes adjacent to Spectacle Pond, from 
which the Clyde arises and flows in a generally easterly direction into the Con- 
necticut River near North Stratford, New Hampshire. Like the Clyde it has 
been used for logging and boating, and has most of its falls in two relatively 
short reaches. 

Testimony was presented by Citizens to impugn the reliability of these 
documents, but we do not rely on them exclusively even for the Colonial period, 
for they are confirmed, at least in part, by maps contemporary with that period. 
One map dated 1756 purports to be “An Accurate Map of his Majesty’s Province 
of New Hampshire—containing the principal Places which relate to the Present 
war—.” Explanatory notations indicate symbols for towns, English Forts, 
French Forts and “Indian Carrying Places from River to River” (a double row 
of dots) and “Falls of Rivers & Carrying Places” (marks and dots). The map 
shows a river which is clearly the Clyde with carrying places around falls and 
double dots over to the Nulhegan with the notation: 





This Way the Indians frequently came upon the English Settlements drawn 
according to Information given by Lieut. John Starks a Hunter well 
acquainted with the Woods, who was taken and carried this Way to 
Canada, A.D. 1753. 


A 1761 map shows double dots around certain places on the Clyde and be 
tween the Clyde and Nulhegan and contains the following note in one corner: 


The Falls on Rivers which obstruct the navigation are markt thus and 
the double prickt lines point out the carrying Place. 


We need not discuss the other maps shown in the record which confirm in 
whole or in part the practice in the Eighteenth Century of using the Clyde 
as a route of travel by boat. While it was said in the New River case (United 
States v. Appalachian Power Company, 311 U.S. 377, 416) that “Use of a stream 
long abandoned by water commerce is difficult to prove by abundant evidence,” 
the evidence in this proceeding with respect to the log runs and travel in 
colonial times shows that the Clyde River has been used for the transportation 
of persons or property and is suitable for use for such transportation in inter- 
state or foreign commerce. 

Section 3 (8) includes within the definition of navigable waters those parts 
of streams which shall have been recommended to Congress for improvement by 
the United States after investigation under its authority. As noted by the 
presiding examiner, in the summer of 1825, in connection with a survey of the 
Connecticut River, the Secretary of War caused to be made a study of a develop- 
ment of the Clyde-Nulhegan route from Lake Memphremagog to that river by 
means of a canal and improvements to existing waterways. House Document 
No. 154, 19th Congress, Ist session. In a covering letter transmitting the report 
to the Congress, he set forth his recommendations stating the length of the 
route, the rise from the level of the Lake, and the dimensions of the proposed 
canal and locks. The report showed that the improvements for the entire route 
were estimated to cost $306,417.84. While the record does not show why the 
project was not built, the fact that there was such a recommendation for improve- 
ments, apparently within the bounds of reasonable expenditure, serves to bring 
the Clyde River within the navigable category as defined in the statute. 
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Looking at the evidence in the light of the law as shown by Section 3 (8) of 
the Power Act and the decided cases we find that the Clyde River physically is 
suitable for the simpler forms of navigation. In colonial times the river was 
a travel route between Canada and the Hastern colonies and was thus suitable 
for use by fur traders and trappers. In more recent times the river was used 
for commercial activity—the transportation of pulp and saw logs. While the 
record does not show that the particular logs cut along the Clyde and floated 
down it were transported as such or in the form of lumber or pulp to other 
states or to Canada, this probably occured, for there were obviously large 
demands for lumber and newsprint outside the State of Vermont. It is used 
at the present time for pleasure boating and such boating is possible, except for 
relatively short interruptions caused by the dams and rapids, from its source to 
its mouth, and could be continued into Canada on Lake Memphremagog. In 
any case, in accordance with Section 3 (8) of the Power Act, the Clyde is shown 
to be “suitable for use,” in the operation of moving logs to the mills or other 
points for transshipment in the same or altered form to points outside the state. 
Apart from these considerations which relate to the Clyde in its historical and 
present condition the Clyde could be improved for light draft navigation by 
removal of the fallen trees and debris described in the record and by providing 
portaging facilities at existing power plants, and should the need develop, 
Congress could improve the Clyde River for deeper draft navigation according 
to the 1825 survey. 


Effect on Interests of Interstate or Foreign Commerce 


Whether or not the Clyde is navigable above the outlet of the canal at its 
Unit No. 11 development, Citizens’ developments on the river are plainly built 
to control the flow of the river so as to bring about the most efficient generation 
of power. By the operation of its project works—Unit No. 11, Newport, Charles- 
ton, Seymour Lake and Echo Pond—Citizens can and does affect the navigable 
eapacity of the river in the stretch below its Unit No. 11 development. We have 
before us not five separate projects but project works at five locations physically 
interdependent and operated in coordination for power purposes, so that the 
entire group is maintained as a single, integrated unit of development for the 
purpose of exploiting the resources of the river. 

Like many utilities having hydro-electric capacity Citizens ordinarily operates 
its plants at full capacity during the peak hours and during high flow and shuts 
down its plants at other times. It is assisted in carrying out this method of 
operation by a contract with Southern Canada Power Company, Limited, which 
supplies it during the later night hours and on Sundays. Such a method of 
operation, while economical from the standpoint of power generation, naturally 
has a pronounced effect on stream flow. 

That Citizens’ facilities can control the flow of the river for substantial periods 
of time is clear. The average discharge of the Clyde River at Newport is 248 cfs 
(cubic feet per second), and the minimum daily discharge was 3.0 cfs. While 
the discharge has ranged up to 3900 cfs, it has not exceeded 400 cfs for 80 percent 
of the time. Citizens’ dams at Seymour Lake and Echo Pond can shut off the 
flow of water into the Clyde River during any day and continuously for several 
days, or on the other hand they can release their stored water into the Clyde. 
The dam at the outlet to Clyde Pond can hold back 1000 acre feet, or 43,560,000 
cubic feet. At the average rate of flow of 248 cfs this could prevent all water 
passing down the river for about forty-eight hours or, by releasing the same 
quantity of water, the flow would be doubled for the same length of time. Utiliz- 
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ing the additional 4500 acre feet of storage in Echo Pond and Seymour Lake 
would extend the period of high flow. 

The actual effect of the operation of Citizens’ facilities has been shown by 
measurements taken by stream gauges placed at various points in the river 
below the present site of the diversion dam for the Unit No. 11 development. A 
permanent self-recording gauge is located in the river between the powerhouse 
of the Newport development and the present Unit No. 11 powerhouse. The 
records of this gauge for periods before Unit No. 11 was in operation showed 
substantial variations in the flow and height of the stream due to the operation of 
Citizens’ upstream project works including Units 1, 2, and 3. Before the hearing 
in this proceeding a temporary self-recording gauge was installed by the United 
States Geological Survey at the request of Commission staff about 100 feet 
below the outlet of the Unit No. 11 powerhouse. This gauge, unlike the perma- 
nent gauge further upstream, recorded the volumes of water flowing through 
Unit No. 11. Measurements were taken during the last three weeks in July 
1957, and substantial variations in the river height were observed depending on 
whether or not water was being released through Unit No. 11. The maximum 
variation was approximately twenty inches. The evidence indicates that the 
variations became less as water released at any particular time approached the 
mouth of the Clyde. However, as long as there was some flow in the river the 
water releases necessarily would create some increase in the water level, however 
small. 

Studies on water level presented by Citizens show lesser variations below 
the Unit No. 11 powerhouse beginning with an increase of 18 inches at the 
outlet. However, the company’s study was based on the contrast between 
Unit No. 11 generator spinning on the line with no load, but still using water, 
on the one hand, and Unit No. 11 generating under a load and using more 
water, on the other hand. The staff study was based on the greater contrast 
in actual operating practice between shutting the water off entirely from 
Unit No. 11 when not generating and using the water through that unit to 
generate power under a load. 

Thus the operation of Citizens’ facilities affects the level, the flow and the 
navigable capacity of the lower part of the Clyde. The operation of Citizens’, 
Echo Pond and Seymour Lake dams would also affect the navigable capacity of 
the river below East Charleston. As we shall discuss in more detail, Citizen’s 
operations affect the movement of Atlantic salmon, which come to the Clyde 
through Lake Memphremagog and other Canadian waters. We may also note 
that the level of Lake Memphremagog, which at times is the same as the river 
level at the Unit No. 11 plant, is a matter of international agreement between 
the United States and Canada, and these waters are peculiarly a matter of 
federal concern. 

In its exceptions Citizens contends that the only portion of the Clyde that the 
presiding examiner found navigable was that which was at the same level as 
Lake Memphremagog and that the operation of Unit No. 11 had only a de 
minimis effect on this portion. We do not accept this contention. Even if the 
river were navigable only below the Unit No. 11 powerhouse, the operation of 
Citizens’ project works upstream has a substantial effect on the movement of 
boats on the reach of the river between the Unit No. 11 powerhouse and the 
mouth of the river. For instance, the presiding examiner recounts how a 
16 foot boat with an outboard motor had difficulty ascending the Clyde below 
the Unit No. 11 powerhouse. In fact it was scraping the bottom, but when 
Unit No. 11 started operation and additional water was discharged into the 
stream, the boat had no difficulty going back downstream. 
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We conclude that the maintenance and operation of Citizens’ facilities on 
the Clyde River can and do affect the navigable capacity of the river down- 
stream, including a portion of the river below Citizens’ Unit No. 11 plant, 
and are thus subject to our jurisdiction. 


Necessity for Action by This Commission in Accordance With the Power Act 


Concluding as we do that the Clyde River is a navigable water of the United 
States from Island Pond to Lake Memphremagog and that even if it were 
navigable only below Unit No. 11, Citizens’ facilities are on waters over which 
we have jurisdiction because they affect navigable waters, the question arises 
as to what action is required and appropriate on our part. As to our authority 
we note that upon making an investigation of the occupancy of hydro-electric 
facilities of bodies of water over which Congress has jurisdiction, under Sec- 
tion 4(g) we are authorized to issue such orders as we “may find appropriate, 
expedient, and in the public interest to conserve and utilize the navigation and 
waterpower resources of the region.” Under Section 23(b) it is unlawful for 
any person to maintain a dam on any navigable water of the United States 
except. under the terms of a permit or license. Under Section 309 we are au- 
thorized to issue such orders as we may find necessary or appropriate to carry 
out the provisions of the Act. Among the objectives of the Act particularly 
important here are those set forth in Section 10(a) “that the project adopted, 
including the maps, plans, and specifications, shall be such as in the judgment 
of the Commission will be best adapted to a comprehensive plan for improv- 
ing or developing a waterway or waterways for the use or benefit of interstate 
or foreign commerce, for the improvement and utilization of waterpower de- 
velopment, and for other beneficial public uses, including recreational purposes.” 

The record has shown interference with boating on the Clyde River but 
the principal injury caused by Citizens’ facilities has been damage to fish at 
their spawning grounds below the.Newport powerhouse. Involved are Atlantic 
salmon which travel via the St. Lawrence, the St. Francis, the Magog River 
and Lake Memphremagog to spawn in the Clyde. Other fish injured by lack 
of water withheld by Citizens’ project works include steelhead trout, land- 
locked salmon and suckers. Photographs and testimony in the record portray 
quantities of fish struggling and dying in the shallow water in the stream bed 
during the spring spawning season. 

In this situation we shall require that Citizens apply for a license for all of 
its project works so that by appropriate conditions we may, among other things, 
give such relief to the recreational and commercial interests involved in boat- 
ing and fishing as may be required. 

Because of the full discussion of the issues in the briefs and the exceptions 
filed we are of the opinion that oral argument is not necessary. 


The Commission further finds: 

(1) Citizens Utilities Company (Citizens) is a corporation organized and 
existing under the laws of the State of Delaware. 

(2) Clyde River from near its source at Island Pond to its mouth at New- 
port, Vermont, is a navigable water of the United States. 

(3) The maintenance and operation of Citizens’ Unit No. 11, Newport and 
Charleston hydro-electric developments, and the Echo Pond and Lake Seymour 
reservoirs referred to above, have affected and are capable of continuing to 
affect the navigable capacity of the Clyde River downstream from such facili- 
ties and will affect the interests of interstate or foreign commerce. 
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(4) It is appropriate, expedient, and in the public interest to issue an order 
to conserve and utilize the navigation and water resources of the region of the 
Clyde River basin occupied by Citizens’ project works set forth in (3) above, 
for the use or benefit of interstate or foreign commerce, for the improvement and 
utilization of water power development, and for other beneficial public uses, 
including recreational purposes. 


The Commission orders: 


(A) Citizens Utilities Company shall file an application for license under the 
Federal Power Act for the continued operation and maintenance of its project 
consisting of the Unit No. 11, Newport and Charleston hydro-electric develop- 
ments and the Seymour Lake and Echo Pond dams, referred to above. 

(B) Such application shall be filed in accordance with the Commission’s Regu- 
lations under the Federal Power Act and within 120 days from the date of 
issuance of this order. 

(C) Exceptions not specifically granted herein are hereby denied. 

(D) Exhibit 22 is hereby admitted into evidence. 

(E) Citizens’ motion for oral argument is hereby denied. 

Commissioner Kline concurring in the result. 

Commissioner Hussey not participating. 

KLINE, Commissioner, concurring in the result: 


I would affirm the decision of the presiding examiner in its entirety. On the 
issue of the navigability of the Clyde River above 4700 feet from its mouth, the 
examiner heard numerous and often contradictory witnesses, and considered 
the many exhibits which were introduced. In his carefully written decision, the 
examiner has weighed the exhibits and testimony, which together form an impos- 
ing and voluminous record, and has found that there is not sufficient support for 
a finding that the river is navigable within the meaning of the law as set forth in 
the many court decisions on this point. 

The majority, despite the lack of substantial supporting evidence in the record, 
has chosen to draw inference after inference as to commercial uses which “could 
be,” “could have” or “probably” existed on the stream. Although never tried, the 
majority sees no reason why logs “could not have been” floated to non-existent 
foreign mills and sold outside of Vermont. Similarly, the smallest pleasure 
boats “could be” commercial carriers to the lake. Such tenuous conclusions 
might properly have been drawn by the examiner, who actually heard the testi- 
mony and had ample opportunity to study the exhibits. He did not, however, 
make such findings. 

The examiner pointed out, among other things, that no witness had ever ob- 
served any commercial boating or commercial use of the river other than the 
floating of logs despite the fact that many witnesses had lived in the immediate 
area and had observed the river for 70 to 80 years; the precipitous fall of the 
river which drops more than 400 feet in 10 miles; the relatively small flow of 
water throughout most of the year; the many large boulders in the river bed 
rising above the water level ; the fact that in only two of the past 70 years (as far 
back as any witnesses remembered) was there credible evidence of logging op- 
erations on the stream and then only for a brief time in the spring of those two 
years; and the sketchy nature and general unreliability of documentary evi- 
dence showing the commercial use of the river in colonial times. The examiner 
then carefully analyzed the various cases on the question of navigability and 
pointed out that no court had ever held a stream navigable on such slight or in- 
consequential evidence as exists here, and that those cases which decided 
navigability solely on the question of the use of the stream for logging operations 
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did so only upon a much fuller showing of the use of the river for such operations. 

Finally, the examiner pointed out that even though it should be held that the 
very limited logging operations made the river navigable it was still not a 
“navigable water of the United States” for the reason that the logging opera- 
tions were conducted wholly within the State of Vermont. He called attention 
to the fact that in all of the cited cases the evidence had clearly shown, and the 
emphasis had been placed upon, the fact that the movement of the logs and 
lumber had been across state lines. He stated that in his opinion Congress 
never intended to extend Federal jurisdiction over a stream under circumstances 
such as exist here. 

My examination of the record convinces me that the examiner’s finding that 
the river was not navigable is the only conclusion that can fairly be reached 
under the evidence without completely distorting the meaning of the term 
“navigable.” In my opinion the examiner was also correct in holding that this 
was not a “navigable water of the United States,” since the fragmentary evi- 
dence of navigability which was produced related only to local, intrastate 
transportation. 

Since this is an adjudicatory proceeding, as opposed to a certificate or rate 
proceeding, I feel that it would be in the best interests of the administrative 
process to accord much more weight to the carefully considered and adequately 
substantiated findings of the presiding examiner than the majority has seen 
fit to do here. This is especially true in view of the voluminous records 
established in so many Commission cases, and which of necessity each Commis- 
sioner must study carefully if he is unwilling to rely on the fact determinations 
of the examiner. While I realize that the Commission is in no way bound by the 
findings of the presiding examiner, F.C.C. v. Allentown Broadcasting Corp., 349 
U.S. 358, such findings should not be completely ignored. 

For the reasons stated, I would affirm the examiner and adopt his decision. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


FIRST IOWA HYDRO-ELECTRIC COOPERATIVE, PROJECT NO. 1853 


REFERENCE TO ATTORNEY GENERAL FOR SUIT TO REVOKE LICENSE AND TO COLLECT 
DELINQUENT ANNUAL CHARGES 


(Issued February 16, 1959) 





On September 10, 1948, the Commission issued a 50-year license effective 
September 1, 1948, to First Iowa Hydro-Electric Cooperative for construction of 
Project No. 1853 on the Cedar River near Moscow, Iowa. 

The license specified that construction of the project was to begin within two 
years from the effective date of issuance and be completed within four years. 
The Commission, for good cause shown, extended the time for commencement 
of construction until August 31, 1952. According to available information, with 
the exception of a small amount of land clearing and leveling which took place 
two days before the final date specified for commencement of construction, no 
work has been done on the project. 

The license required the filing of revised Exhibits F and K for the project 
within one year from the effective date of license. The Commission extended 
the time for filing said exhibits five times, the final extension running to 
August 31, 1952. The Commission records indicate that licensee has not filed 
revised Exhibits F and K to date. 
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The license fixed annual charges, pursuant to Section 10(e) of the Federal 
Power Act, in the amount of $700 payable within 30 days of the end of the 
ealendar year or within 30 days of rendition of a bill therefor, whichever is 
later. Licensee paid annual charges through December 31, 1955. On February 
21, 1957, licensee was billed for the annual charges for the calendar year 1956, 
but such charges have not been paid. 

By letter dated July 24, 1957, the Commission notified licensee that it was 
delinquent in the payment of 1956 annual charges and had not complied with 
other provisions of the license. Licensee was requested to file application for 
surrender of its license for Project No. 1853 pursuant to the Regulations under 
the Federal Power Act. According to the Commission’s records, no response has 
been received to its letter. 

There are now outstanding additional annual charges for the period January 
1, 1957 through December 31, 1958 for which licensee was billed on January 9, 
1959. 


The Commission finds: 





(1) The annual charges for the period January 1, 1957 through December 
51, 1958 are now due and payable. 

(2) The annual charges for the calendar year 1956 were due and payable on 
or before March 30, 1957, and licensee became delinquent in respect to such 
charges on March 31, 1957. 

(3) The licensee has, by its failure to pay the annual charges for the afore- 
said period, violated the terms of its license. 







The Commission orders: 


















(A) A penalty of five per centum for the first month the amount of the 
annual charges for the aforesaid period was delinquent and three per centuim 
for each subsequent month until the full amount of such charges and penalty 
is satisfied, in accordance with law, is assessed against the licensee pursuant 
to Section 17 of the Act. 

(B) The licensee’s delinquency in payment of annual charges for the calendar 
year 1956, and the breach of other provision of the license, is referred to the 
Attorney General for the institution of proceedings for revocation of the license 
for Project No. 1853 and for collection of annual charges for the calendar 
years 1956, 1957 and 1958 and penalties to the date of judgment in accordance 
with the provisions of the Federal Power Act. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Willian R. Connole, Arthur Kline and John B. Hussey. 








PACIFIC NORTHWEST PIPELINE CORPORATION, DOCKET NO. G—16552 


FINDINGS AND ORDER ISSUING 





CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 






(Issued February 16, 1959) 








On October 13, 1958, as supplemented on November 10, 1958, Pacific North- 
west Pipeline Corporation (Applicant) filed in Docket No. G—16552 an appli- 
cation, pursuant to Section 7(c) of the Natural Gas Act, for a certificate of 
public convenience and necessity authorizing the construction and operation 
of a measuring and regulating station to supply natural gas to Eastern Oregon 
Natural Gas Company (Eastern Oregon) for initial resale service in the com- 
munity of Hermiston, Oregon, and environs. 
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The proposed tap would be located on Applicant’s existing 22-inch main pipe- 
line in Umatilla County, Oregon, at a point two miles northwest of Hermiston, 
where connection between Applicant and Eastern Oregon would be made. 

The estimated requirements for the Hermiston area are as follows: 


Year of Service 
lat 2d 8d 
PE I 6 ini cctintincicininhnmnennniidinnnnaaadiia 40,576 51,962 70,314 
PUI MINI. TD ai nna eaigdpsai abies 394 538 785 














Applicant estimates the cost of its facilities proposed herein at $9,200, to be 
defrayed from funds on hand. 

The relatively small quantities of gas involved should have little effect on 
Applicant’s gas reserves or ability to supply existing customers. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
February 5, 1959, respecting the matters involved in and the issues presented 
by the application herein. No petitions to intervene or protests to the granting 
of the application have been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 












































The Commission finds: 





(1) Applicant, Pacific Northwest Pipeline Company, a Delaware corporation 
having its principal place of business in Salt Lake City, Utah, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order accompanying Opinion No. 271 in Docket No. G—1429, 
issued on June 18, 1954. 

(2) The facilities hereinbefore described, as more fully described in the ap- 
plication and exhibits, as supplemented, in this proceeding, are proposed to be 
used in the transportation and sale of natural gas in interstate commerce, sub- 
ject to the jurisdiction of the Commission, as integral parts of Applicant’s exist- 
ing pipeline system, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and the 
requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant are 
required by the public convenience and necessity and a certificate of public con- 
venience and necessity therefor should be issued as hereinafter ordered and 
conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Applicant and to the 
exercise of the rights granted thereunder, and that the time within which con- 
struction of the facilities authorized by this order shall be completed and placed 
in actual operation should be fixed at twelve months from the date on which this 
order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of the Commission’s Rules of Practice and Procedure. 


























FEDERAL POWER COMMISSION 247 






The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Pacific Northwest Pipeline Corporation to construct and op- 
erate the facilities hereinbefore described, all as more fully described in the 
application and exhibits, as supplemented, in this proceeding, for the transporta- 
tion and sale of natural gas as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(ce) (3), (ce) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act is hereby 
fixed at twelve months from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


CITIES SERVICE GAS COMPANY, DOCKET NO. G-16743 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued February 16, 1959) 


On October 20, 1958, as supplemented on November 10, 1958, and on January 
5, 1959, Cities Service Gas Company (Applicant) filed in Docket No. G-16743 
an application, pursuant to Section 7 (c) of the Natural Gas Act, for a cer- 
tificate of public convenience and necessity authorizing the construction and 
operation of certain natural gas facilities for the delivery and sale of gas to 
Western Missouri Gas Company, Inc. (Western Missouri), for resale to The 
Gas Service Company (Gas Service) for distribution in the communities of 
Friestatt and Verona, Missouri. 

The proposed facilities consist of a tap on Applicant’s existing 16-inch Spring- 
field pipeline in Lawrence County, Missouri, with meter and regulating facili- 
ties at that point, approximately one mile south of Friestatt, for service to 
Friestatt. Sale for distribution in the town of Verona, Missouri, will be made 
by Applicant to Western Missouri through the existing facilities now being used 
to sell gas for ultimate service in the town of Mt. Vernon, Missouri. 

The estimated cost of Applicant’s facilities under this application is $3,575, 
which will be paid out of treasury cash and reimbursed in full by Western 
Missouri. 

The estimated natural gas requirements to serve both towns hereunder are: 


Year of Service 


Ist 2d $d 
MID: CBE acs nscrcciectccniticectinal eit Esmee alata til 15,750 19,950 25, 650 
Re Gar CURIE eo acnsiimentantistiivninintach edi bint 210 265 340 


The volumes of gas involved herein are too small to have any appreciable 
effect on Applicant’s gas supply or ability to serve existing customers. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 5, 1959, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
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of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Cities Service Gas Company, a Delaware corporation having 
its principal place of business in Oklahoma City, Oklahoma, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of December 28, 1943, in Docket No. G-298 (4 FPC 
471). 

(2) The natural gas facilities proposed to be constructed and operated by 
Applicant, as hereinbefore described, are proposed to be used in the transpor- 
tation and sale of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, as integral parts of Applicant’s existing pipeline sys- 
tem, and the construction and operation thereof by Applicant are subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The proposed construction and operation by Applicant of the facilities 
and the sale by Applicant of natural gas to Western Missouri for resale to Gas 
Service, as hereinbefore described and as more fully described in the applica- 
tion herein, are required by the public convenience and necessity and a certifi- 
cate therefor should be issued as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the requirements, rules and regulations of 
the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c)(3), (c) (4), and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Applicant and to 
the exercise of the rights granted thereunder. 

(6) The certificate issued hereinafter should be conditioned upon Applicant’s 
commencing the :uthorized service within one year from the date of issuance 
of this order. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision herein was unopposed by any party of record, and not 
having been denied by the Commission is granted pursuant to Section 1.30(c) (1) 
of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Cities Service Gas Company to construct and operate 
the natural gas facilities and to sell and deliver natural gas to Western Missouri 
Gas Company, Inc., for resale to The Gas Service Company, as hereinbefore 
described, all as more fully described in the application in this proceeding, 
upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (3), (ce) (4), and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act shall attach to the issuance of the certificate granted 
in paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act is 
hereby fixed at 12 months from the date on which this order issues. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 















































. 
CONSOLIDATED GAS UTILITIES CORPORATION, OKLAHOMA NATURAL 
GAS COMPANY, DOCKET NO. G-16446 
ORDER DENYING PETITION FOR RECONSIDERATION 
= 
S (Issued February 17, 1959) 
y 
C On December 1, 1958, Consolidated Gas Utilities Corporation and Oklahoma 
Natural Gas Company filed a petition for reconsideration of the Commission’s 
y letter order of November 7, 1958, in which it granted the conrpanies temporary 
r- authority pursuant to Section 7 of the Natural Gas Act to operate their existing 
- facilities for the exchange of natural gas as proposed in their joint application 
3- in the above docket, but denied the exemption requested by Oklahoma Natural 
1e from filing annual reports with the Commission and from complying with the 
Commission’s uniform system of accounts. 
ag On September 26, 1958, Consolidated and Oklahoma Natural filed a joint appli- 
LS eation for a certificate of public convenience and necessity for authority to ex- 
a- change equivalent volumes of gas on an interruptible basis. Under the proposal 
fi- Consolidated would deliver gas to Oklahoma Natural near Sayre, Oklahoma; 
in return Oklahoma Natural would deliver gas to Consolidated approximately 120 
he miles further northwest at Enid, Oklahoma. Briefly, the advantage to Okla- 
of homa Natural would be that it would obtain gas for its storage field at Sayre, and 
it would dispose of excess supplies at Enid; Consolidated would obtain gas nearer 
yn- its markets and would be saved transportation costs. It is estimated that when 
on exchange deliveries are occurring, the daily volumes to be exchanged will be 
'R from 5,000 to 10,000 Mcf of gas, and the average annual volume will be approxi- 
to mately 2,800,000 Mcf. The date for the beginning of service would be the date 
authorization is granted by the Commission, and service would continue for an 
t’s indefinite period subject to the requirements of the applicants and the availability 
ce of gas. The application requested temporary authorization permitting the pro- 
posed exchange of gas. 
the According to the application, Consolidated is “engaged in producing, purchasing, 
not transporting and/or distributing natural gas in the states of Texas, Oklahoma 
(1) and Kansas”, and Oklahoma Natural is engaged in producing, purchasing, trans- 
porting and distributing natural gas entirely within Oklahoma. It appears that 
Consolidated is a natural-gas company in any case, but that the sale of gas by 
Oklahoma Natural to Consolidated would make Oklahoma Natural a natural- 
eby gas company if it were not otherwise, for it is a sale (barter) in interstate com- 
‘ate merce of gas for resale within the meaning of Sections 1 and 2 of the Natural 
yuri Gas Act. In the application Oklahoma Natural requested that it be exempted 
‘ore from the Commission’s reporting and accounting requirements. 
ing, The letter order of November 7, 1958, granting a temporary certificate but 
denying the exemption provided that it should be accepted within ten days. 
(b), Although the time was extended through December 5, 1958, the applicants have 
ions not accepted the temporary certificate. 
ated In their petition for reconsideration the applicants argue that Oklahoma Natu- 
der. ral is entirely an intrastate company that does not keep its accounts in accordance 
con- with the Commission’s uniform system of accounts, and that to require it to 
said bear the incident expenses to comply with the Gas Act and our regulations would 


be unjustified. After discussing the advantages of the proposed exchange trans- 
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action, applicants state that the delivery to Oklahoma Natural is exempt under 
Section 1(c) of the Gas Act, but that the redelivery by Oklahoma Natural to 
Consolidated is subject to the jurisdiction of the Commission. Stating further 
that the temporary authority must be rejected if the exemption is denied, the 
companies petition the Commission to amend the temporary authorization to 
grant the exemption, or in the alternative, issue a certificate with such exemp- 
tion limited in duration until terminated by the Commission in its discretion, 
or issue a certificate with the exemption for a fixed short-term as determined 
by the Commission. The petition also requests that the time within which the 
companies must accept or reject the temporary authorization be extended until 
ten days after the Commission has acted upon this petition for reconsideration. 

Consolidated and Oklahoma Natural filed an amendment to their application 
on February 3, 1959, requesting certificate authorization limited to a period of 
two years with an exception from the Commission’s reporting and accounting 
requirements. The applicants state in support of their amended application 
that in the absence of the exchange Consolidated has had to curtail deliveries 
to certain industrial customers, and that the exchange would prevent an increase 
in price on the part of Oklahoma Natural’s producers, apparently by making 
them subject to the Commission’s jurisdiction. The amended application like- 
wise requests issuance of temporary authorization with the same exemption. 

Prior to the present application a similar exchange of gas had been permitted 
on a temporary basis in Docket Nos. G-9583 and G-—12936. In the first docket 
we granted exemption from filing the annual report form, Form No. 2, and from 
complying with the Commission’s uniform system of accounts. (See our orders 
of May 17, 1956, 15 F.P.C. 1415 and January 25, 1957, 17 F.P.C. 70.) In the 
latter docket the certificate of public convenience and necessity was issued 
extending the authority to make the exchange until October 1, 1958, (see our 
order issued November 18, 1957, 18 F.P.C. 654). In letters issued in the same 
docket exemption from the reporting and accounting requirements of the Act 
was extended to the same date. 

We now have a request for a continuance of the exchange and the exemption. 
Whether we continue both on a permanent basis, or for two years as requested 
in the amended application, we have here a situation where a company proposes 
to engage in activities which clearly classify it as a “natural-gas” company 
within the meaning of the Natural Gas Act, but requests at the same time that 
it be saved the obligations imposed by the statute. 

Section 8 of the Act provides that “Every natural-gas company” shall keep 
such accounts as the Commission may by rules and regulations prescribe. Section 
10 provides that “Every natural-gas company” shall file such annual reports as 
the Commission may by rules and regulations prescribe. Acting in accordance 
with these statutory provisions by our Order No. 69, November 3, 1939, we 
have required that all natural-gas companies keep a uniform system of accounts 
as prescribed by us, and by Section 260.1 of our Regulations under the Natural 
Gas Act we have provided that all Class A and Class B natural-gas companies, 
a group which would include Oklahoma Natural, shall file each year an Annual 
Report on FPC Form No. 2. 

We fully grasp the advantages of the gas exchange arrangement. Continua- 
tion of this arrangement would no doubt be advantageous. Yet we find it im- 
possible to permit the continuance of an arrangement which was inaugurated and 
permitted as a temporary expedient unless compliance with the Statute and 
Regulations is observed. In fact, the treatment that the petitioners request would 
be unfair to all other companies which are required to comply with the Act and 
our regulations. Therefore we have no choice but to deny the exemptions re 
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quested, but continue the tender of a temporary certificate of public convenience 
and necessity as requested by the applicants. 


The Commission finds: 


(1) The mutual exchange of natural gas, as hereinbefore described and as 
more fully described in the application will result in Oklahoma Natural being 
engaged in the transportation of natural gas in interstate commerce, and the 
sale in interstate commerce of such gas for resale, and Oklahoma Natural will 
become a natural-gas company within the meaning of the Natural Gas Act. 

(2) As a natural-gas company, Oklahoma Natural would be required by our 
Order No. 69 of November 3, 1939, to keep its accounts in accordance with Uni- 
form System of Accounts applicable to natural-gas companies and by Section 
260.1 of our Regulations under the Natural Gas Act would be required to file 
an Annual Report on FPC Form No. 2. 

(3) It is necessary and appropriate in the administration of the Natural Gas 
Act that the Petition for Reconsideration be denied as provided in paragraph (A) 
below. 


The Commission orders: 


(A) The petition filed by Consolidated and Oklahoma Natural for reconsidera- 
tion of the Commission’s denial of exemption for Oklahoma Natural from the 
reporting and accounting requirements of the Natural Gas Act and Regulations 
issued thereunder is hereby denied. 

(B) The time within which Consolidated and-Oklahoma Natural may accept 
or reject the temporary certificate tendered by our letter order of November 7, 
1958, is hereby extended for ten days after the issuance of this order. 

Commissioner Kline dissenting. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


SOUTH CAROLINA ELECTRIC AND GAS COMPANY, PROJECT NO. 1894 
ORDER APPROVING REVISED EXHIBIT 
(Issued February 17, 1959) 


South Carolina Electric and Gas Company, licensee for major Project No. 
1894, filed on January 8, 1959 an application requesting that the project boundary 
be amended to exclude a tract of land containing about 5.3 acres and requesting 
that the Commission approve the granting of an easement over the project lands. 

The licensee states that it has joined with other electric utility companies 
to form the Carolina Virginia Nuclear Power Association, Inc., (CVNPA). 
The licensee further states that CVNPA, in response to an invitation from 
the Atomic Energy Commission, has proposed for construction a prototype 
nuclear plant having a capacity of 19,000 kw; and that CVNPA has selected 
the tract herein sought to be excluded from Project No. 1894 as being best suited 
for the nuclear plant because it is close to a conventional steam electric gener- 
ating plant wherein it is proposed that the steam produced at the nuclear plant 
will be used and because the tract is accessible to water needed for construction 
and operation of the nuclear plant. Licensee further states that the exclusion 
of the tract from the project area is desirable so that it will be free and clear 
of project purposes. 

The land to be excluded from the project is shown on Exhibit K (FPC No. 
1894-6) now part of the license. The licensee has given permission for the 
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Commission staff to make the necessary corrections on the exhibit and this has 
been done. The effect of such is to exclude 5.3 acres from the project area 
which will not adversely affect the operation of the project under the license. 

The licensee has also requested permission to grant an easement over other 
lands within the project for purposes of reaching the water of Broad River in 
connection with the nuclear plant referred to above. However, Commission 
approval to granting of the easement is not necessary, provided the licensee 
reserves in the instrument granting the easement all right of use of the affected 
land for project purposes as contemplated in the license. A copy of the instru- 
ment should be mailed to the Commission. 


The Commission finds: 


(1) The exclusion from Project No. 1894 of the land here involved will not 
adversely affect the operation of the project under license. 

(2) Exhibit K (FPC No. 1894-6) revised within the Commission conforms 
to the Commission’s rules and regulations and should be approved as a part of 
the license for the project. 


The Commission orders: 


Exhibit K (FPC No. 1894-6), revised as described above is approved as part 
of the license for Project No. 1894. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


INITIAL NOTICE, SERVICE, AND INFORMATION COPIES OF FORMAL 
DOCUMENTS—STATEMENT OF POLICY AND AMENDMENT OF THE 
COMMISSION’S RULES OF PRACTICE AND PROCEDURE TO CONFORM 
THEREWITH, DOCKET NO. R-172. 


ORDER NO. 211 


STATING GENERAL POLICY AND AMENDING SECTION 1.4(a) OF THE RULES OF PRACTICE 
AND PROCEDURE TO REQUIRE WRITTEN NOTICE OF APPEARANCE 


(Issued February 17, 1959) 


In this proceeding the Commission has under consideration: (1) the state- 
ment of a general policy (18 CFR, Part 2) as to publication of notice of insti- 
tution of proceedings, service upon parties of record of copies of formal docu- 
ments, and mailing of information copies of such documents, and (2) amend- 
ment of the Rules of Practice and Procedure (18 CFR, Part 1) to require writ- 
ten notice of appearance in a hearing in a representative capacity and to pro- 
vide a Form of such notice for use where the represented participant has not 
designated the representative in its initial filings in the proceeding. 

The purpose of such policy and rules is to effect efficiencies in the distribution 
of documents, to reduce the burden of routine clerical operations of the Com- 
mission’s staff and to minimize the mailing of copies to recipients who have no 
use for or otherwise receive them, while maintaining flexible procedures for 
mailing such copies where requested. This statement of policy and amendment 
to our rules will in no way restrict access to copies of formal documents in the 
Commission’s public reference room or their availability when requested by 
mail or otherwise. 

It appears that the proposed policy and amendments represent general state- 
ments of policy and rules of practice and procedure which do not require notice 
or hearing under section 4(a) of the Administrative Procedure Act. 
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The Commission finds: 


The following statement of policy and amendments are necessary and appro- 
priate for the purposes of the Federal Power and Natural Gas Acts. 
The Commission, acting pursuant to authority granted by the Federal Power 
Act, particularly sections 308 and 309 (49 Stat. 858; 16 U.S.C. 825g, 825h), and 
the Natural Gas Act, particularly sections 15 and 16 (52 Stat. 829, 830; 15 
U.S.C. 717n, 7170), orders: 

(A) A new subparagraph (5) is added to section 14(a) of Part 1—Rules 
of Practice and Procedure, Subchapter A—General Rules, Chapter I of Title 
18, Code of Federal Regulations, to read as follows: 


§1.4(a) Appearances. (1) 
* * * * * 7 o 

(5) A person intending to appear before the Commission or its presiding 
examiners in a representative capacity for a participant in a hearing shall file 
with the Commission a notice of appearance in the form prescribed by § 1.50, 
unless the person is named in the application, petition, complaint, answer, or 
other initial filing of the participant whom he represents, as a person to whom 
communications from the Commission in regard to the filing are to be addressed. 
Failure to file a notice required by this subsection shall constitute waiver of the 
right to service of documents issued by the Commission. 

(B) A new section 1.50 is added to Part 1—Rules of Practice and Procedure, 
Subchapter A—General Rules, Chapter I of Title 18, Code of Federal Regula- 
tions, to read as follows: 


§1.50 Form of notice of appearance. 
(See § 1.4(a) (5) of this chapter) 
FEDERAL POWER COMMISSION 
Washington, D.C. 
In the Matter of 
Docket No. 


or 
Project No. 


NOTICE OF APPEARANCE 


Please enter my appearance in the above-designated matter on behalf of 


I am authorized to accept service on behalf of said participant in this matter. 
Check 
one 
[) On the basis of this notice, I request a copy of each document hereafter 
issued by the Commission in this matter. 
I am already receiving or have access to a copy of each document issued 
by the Commission in this matter (alone, or in a consolidated proceeding) 
and do not on the basis of this notice require an additional copy. 


P.O. Address 
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(C) A new section 2.1 is added to Part 2—General Policy and Interpretations, 
Subchapter A—General Rules, Chapter I of Title 18, Code of Federal Regula- 
tions, to read as follows: 


STATEMENTS OF GENERAL 





POLICY AND INTERPRETATIONS OF THE COMMISSION 













§2.1 Initial notice; service; and information copies of formal documents. 
Whenever appropriate, publication of an initial notice or order in the Federal 
Register shall be the primary means of informing interested persons and the 
general public that the proceeding to which the notice or order relates has been 
instituted before the Commission. The mailing of individual copies shall be 
confined to that which is required by law, by the Commission’s rules and regu- 
lations, or by other considerations deemed valid by the Secretary in specific 
instances. 

After notice has been given, the service of formal documents issued in a pro- 
ceeding shall be confined to the parties of record or their attorneys, and the 
mailing of information copies shall be confined to that which is required by the 
Commission’s rules and regulations, by courtesy in response to written requests 
for copies, or by other considerations deemed valid by the Secretary in specific 
instances. 

(D) The appropriate section summaries are amended to reflect the insertion 
of the new sections. 

(E) The amendments herein prescribed shall become effective on April 1, 1959. 

(F) The Secretary of the Commission shall cause prompt publication of this 
order to be made in the Federal Register. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


GULF OIL CORPORATION, DOCKET NOS. G-11442 AND G-11443 


ORDER GRANTING MOTION TO REJECT PROPOSED INCREASED RATES AND TERMINATE 


PROCEEDINGS 


(Issued February 18, 1959) 


The Commission by orders issued November 9, 1956, in these proceedings 
suspended the proposed increased rates and charges in Supplement No. 6 to 
Gulf Oil Corporation (Gulf), FPC Gas Rate Schedule No. 17 and in Supplement 
No. 8 to Gulf FPC Gas Rate Schedule No. 18 in Docket Nos. G—11442 and G- 
11443 respectively, until April 11, 1957, and until such further time as they 
might be made effective in the manner prescribed by the Natural Gas Act. 

By orders issued May 10, 1957, in these proceedings, the proposed increased 
rates and charges contained in the above-identified supplements were permitted 
to become effective as of April 12, 1957, upon condition that Gulf file with the 
Commission executed agreements and undertakings to refund the portion of the 
increased rates and charges found by the Commission not justified under the 
terms and conditions of said orders. Gulf’s corresponding Agreements and 
Undertakings in these proceedings were submitted to the Commission, con- 
sidered satisfactory and accepted for filing on July 9, and 10, 1957. 

H. L. Hunt (Hunt) is the purchaser of natural gas from the North Lansing 
Field, Texas, under Supplement No. 6 to Gulf’s FPC Gas Rate Schedule No. 17 
and from the Whelan Field, Texas under Supplement No. 8 to Gulf’s FPC Gas 
Rate Schedule No. 18. Hunt, in turn, sells to Texas Eastern Transmission 
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Company (Texas Bastern). The contract between Hunt and Gulf provides 
that Gulf is to be paid by Hunt the same price, plus tax reimbursement, that 
Hunt receives from Texas Eastern, less 2.5¢ per Mcf under Supplement No. 8 
and a similarly computed price under Supplement No. 6. 

On August 13, 1956, Hunt had tendered for filing in Docket No. G—11069 
proposed changes constituting increased rates and charges as contained in 
Supplement No. 10 to Hunt’s FPC Gas Rate Schedule No. 4 for sales of natural 
gas from the North Lansing and Whelan Fields, Texas, to Texas Eastern. By 
order issued therein on September 14, 1956, the proposed change in rate was 
suspended until April 1, 1957. By further order issued therein on April 4, 
1957, Supplement No. 10 to Hunt’s FPC Gas Rate Schedule No. 4 was permitted 
to become effective upon the execution and filing of an undertaking and agree- 
ment to refund as described in said order of April 4, 1957. Hunt’s corre- 
sponding undertaking as submitted to the Commission was accepted for filing 
in Docket No. G—11069 on July 10, 1957. 

After a hearing “In the Matter of H. L. Hunt” in Docket Nos. G—9553, G—11038 
and G—11069, the Presiding Examiner issued a Decision (19 FPC 750) wherein 
he found, among other things, that Supplement No. 10 to Hunt’s FPC Gas Rate 
Schedule No. 4 in Docket No. G—11069, was not shown to be reasonable within 
the meaning of Section 4(e) of the Act and by his order issued January 24, 
1958, disallowed the proposed increased rates and charges and dismissed the 
proceedings with respect thereto. By order issued May 19, 1958, the Commis- 
sion adopted the Decision of the Presiding Examiner (19 FPC 748). 

By further orders issued July 17, 1958, in Docket Nos. G—9553, G-11038 and 
G—11069, the Commission denied Hunt’s application for rehearing and for stay; 
amended the Commission’s prior order adopting the Decision of the Presiding 
Examiner in such manner as to require Hunt to make appropriate refunds to 
Texas Eastern prior to September 26, 1958, and to report to the Commission 
prior to October 16, 1958, the detail of amounts refunded together with re- 
leases from Texas Eastern with respect to such payments (20 FPC 46; 47). 

The Secretary’s letter issued December 3, 1958, advised Hunt that his com- 
pliance with the order cited next above appeared to be satisfactory and that 
the proceedings in the aforementioned dockets were considered to be terminated. 

On Oct. 24, 1958, Hunt filed a “Petition to Intervene and Motion to Dismiss” 
In the Matter of Gulf Oil Corporation, Docket Nos. G—11442 and G—11443, 
praying, among other things, that the Commission reject Supplement No. 6 to 
Gulf’s FPC Gas Rate Schedule No. 17 and Supplement No. 8 to Gulf’s FPC 
Gas Rate Schedule No. 18; dismiss the rate proceedings instituted by the orders 
issued November 9, 1956, in Docket Nos. G—11442 and G—11443; and order Gulf 
to refund to Hunt the amounts collected under the respective corporate under- 
takings in compliance with the Commission’s orders making effective the pro- 
posed rate changes in the aforementioned dockets. 

On December 11, 1958, it appearing that Gulf had filed no answer to Hunt’s 
petition and motion herein, the Secretary by letter to Gulf requested information 
as to Gulf’s position with respect to each of the prayers described above. In 
a response by letter dated December 15, 1958, Gulf informed the Commission: 
“This is to advise that Gulf Oil Corporation has no objection to the aforemen- 
tioned Petition to Intervene and Motion to Dismiss.” 

With respect to identification of contracts for the sale and purchase of natural 
gas moving from Gulf to Hunt and from Hunt to Texas Eastern, Supplement 
No. 6 to Gulf’s FPC Gas Rate Schedule No. 17 and Supplement No. 8 to Gulf’s 
FPC Gas Rate Schedule No. 18, correspond with Supplement No. 10 to Hunt’s 
FPC Gas Rate Schedule No. 4 covering sales to Texas Eastern in Docket No. 
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G-11069. The latter contains one of Hunt’s proposed increased rates previously 
permitted to become effective, but subsequently disallowed after hearing. The 
burden of Hunt’s motion for rejection of the identified Gulf Supplements is that 
while the commodity runs from Gulf to Hunt, and from Hunt to Texas Eastern, 
the determination of price under the contracts should run in the reverse direction 
from Texas Eastern to Hunt, and from Hunt to Gulf; that the determination of 
price cannot run this contractual course in the face of the extant Gulf Supple- 
ments; that said supplements render Hunt’s purchase prices higher than the 
applicable contracts require; that the result is unfairly burdensome to Hunt 
and inappropriate to the provisions of the Natural Gas Act as construed by the 
Supreme Court.’ 


The Commission finds: 


(1) Upon consideration of the record herein and pursuant to the provisions 
of the Natural Gas Act. good cause has been shown that Supplement No. 6 to 
Gulf’s FPC Gas Rate Schedule No. 17 and Supplement No. 8 to Gulf’s FPC Gas 
Rate Schedule No. 18 should be rejected. 

(2) Gulf should be ordered to refund to Hunt the amounts due and owing in 
consequence of Gulf’s obligations in the Agreements and Undertakings per- 
taining to said supplements and executed pursuant to Commission orders issued 
May 10, 1957, in Docket Nos. G—11442 and G—11448. 

(3) These proceedings should be terminated as hereinafter ordered. 

The Commission orders: 

(A) Supplement No. 6 to Gulf’s FPC Gas Rate Schedule No. 17 and Supple- 
ment No. 8 to Gulf’s FPC Gas Rate Schedule No. 18 are hereby rejected. 

(B) On or before April 1, 1959, Gulf shall refund to Hunt the amounts due 
and owing in consequence of Commission orders issued May 10, 1957, in Docket 
Nos. G—11442 and G—11443 and Gulf’s obligations thereunder with respect to 
the above-identified supplements. On or before April 15, 1959, Gulf shall report 
to the Commission, in writing and under oath, the details of the calculations 
with respect to such refunds and amounts refunded, together with releases from 
Hunt with respect to such payments. 

(C) Upon receipt of the above prescribed indications of compliance with para- 


graph (B) of this order, satisfactory to the Commission, these proceedings shall 
be terminated. 


Commissioner Hussey not participating. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


NATURAL GAS PIPELINE COMPANY OF AMERICA AND MICHIGAN- 
WISCONSIN PIPE LINE COMPANY, DOCKET NO. G-10057 


ORDER AMENDING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued February 18, 1959) 


Natural Gas Pipeline Company of America (Natural) and Michigan-Wiscon- 
sin Pipe Line Company (Michigan-Wisconsin) filed in the above-captioned pro- 
ceeding on July 9, 1957, a joint motion for modification of the original 
certificate of public convenience and necessity issued April 26, 1956, authorizing 


1 United Gas Pipe Line Company vy. Mobile Service Corporation (350 U.S. 332) 
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emergency interconnections between the two companies. 
made pursuant to Section 16 of the Natural Gas Act. 

Applicants request modification of the prior authorization to permit them to 
install a 12-inch meter run in lieu of the presently authorized and installed 
8-inch meter run and a 16-inch interconnection in lieu of the existing 6-inch 
interconnection, all at the Woodstock, McHenry County, Illinois, interconnec- 
tion. The replacements are estimated to cost Natural approximately $12,900 
and Michigan-Wisconsin approximately $23,000. 

The purpose of the change in size is to enable the companies to handle larger 
volumes of gas during an emergency. The presently installed connections 
would only be able to relieve an emergency if it occurred during warm weather 
and were of short duration. The larger proposed installation could relieve 
emergencies in periods of high demand, of longer duration and assure continuity 
of service. Applicants advance as a secondary reason prospective highway 
construction in the State of Illinois. 


This motion was 





The Commission finds: 





It is necessary and appropriate to carry out the provisions of the Natural 
Gas Act that the authorizations heretofore granted Applicants by certificates 
of public convenience and necessity issued April 26, 1956, be amended so as to 
authorize and permit the construction and operation of the replacement facili- 
ties heretofore described. 















The Commission orders: 


(A) The certificates of public convenience and necessity heretofore granted 
Applicants are hereby amended as set forth in the above finding. 

(B) In all other respects the order issued April 26, 1956, remains unchanged. 

(C) Applicants shall advise the Commission of the date of completion of the 
replacement facilities herein authorized, together with the actual cost of such 
replacements. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


SOUTHERN NATURAL GAS COMPANY, DOCKET NO. G-—13082 




















ORDER AMENDING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued February 18, 1959) 





On August 18, 1958, Southern Natural Gas Company filed a petition to amend 
the certificate of public convenience and necessity issued in the above-entitled 
matter by the Commission on April 18, 1958. The said certificate authorized 
construction of certain pipeline facilities, among which was a pipeline extending 
from White Castle-South Section 28 line to the Loisel Field, a distance of approxi- 
mately 19 miles over a route which is now rendered difficult and expensive to 
follow because of the enlargement of certain waterways by the United States 
Army Corps of Engineers running across the route authorized. 

For the reasons given above, Southern Natural Gas Company now proposes to 
construct a pipeline of 10% inch O.D. line from the said Loisel Field to a point 
on its same White Castle-South Section 28 line about 12 miles west of the point 
first authorized. Petitioner shows that the new pipeline will accomplish the 
same purpose as the old proposal and will afford additional capacity to carry gas 
from the newly discovered reserves in the field and will eliminate the additional 
costs for waterway crossings of an estimated sum of $500,000. 
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The Commission finds: 


The change of the route for the proposed pipeline extending from Loisel Field 
and the change in the size of the pipe in the said line are economical modifications 
which are in the public interest and are justified as a matter of public convenience 
and necessity. 


The Commission orders: 


(A) The certificate heretofore issued in the above Docket No. G—13082 on April 
18, 1958, is hereby amended by excluding therefrom the description of the facilities 
above referred to and substituting therefor the description of the new facilities 
as proposed in the petition to amend the certificate issued. 

(B) In all other respects the April 18, 1958, order remains unchanged. 

Commissioner Connole concurring and filed a separate statement. 


CoNNOLE, Commissioner, concurring: 


The modification of the construction approved by this order permits Southern 
Natural to do no more than carry out a plan of operation already certificated by 
the Commission. Accordingly, nothing affecting the public convenience and 
necessity is suggested by this application. 

I concur in this order amending the certificate issued on April 18, 1958 despite 
my dissent to the order issuing the original certificate. I do so first because the 
issues to which I dissented affected the producers’ not the pipelines’ application. 
Secondly, because having been already certificated, the construction will go 
forward regardless of my position and as stated at the outset, changing the 
certificate here will not affect that construction. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


PACIFIC POWER & LIGHT COMPANY, DOCKET NO. E-6860 
ORDER AUTHORIZING ISSUANCE OF COMMON STOCK 
(Issued February 18, 1959) 


Pacific Power & Light Company (Applicant), incorporated under the laws of 
the State of Maine and doing business as a qualified foreign corporation in the 
States of Oregon, Washington, Wyoming, Montana, and Idaho, with its principal 
place of business at Portland, Oregon, filed an application on January 21, 1959, 
as supplemented on January 27 and 30 and on February 13, 1959, for an order, 
pursuant to Section 204 of the Federal Power Act, authorizing the issuance of 
207,852 shares of Common Stock, $6.50 par value per share. 

Applicant proposes to offer the 207,852 additional shares of Common Stock to 
its Common Stockholders of record at the close of business on March 3, 1959, for 
subscription on the basis of one share of additional Common Stock for each 
20 shares of outstanding Common Stock held on such record date, with a supple- 
mentary subscription privilege if the number of shares held on the record date 
is not evenly divisible by 20 or is less than 20. Rights to subscribe for the addi- 
tional Common Stock will be evidenced by transferable subscription warrants. 
The subscription price per share will be determined by Applicant on a date prior 
to March 3, 1959, and will be fixed in relation to, and at a discount from, the then 
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market price of Applicant’s presently issued and outstanding Common Stock. 
The subscription offer will expire on March 25, 1959. In addition, Applicant 
proposes to sell to underwriters any shares of additional Common Stock which 
shall not be subscribed for by Applicant's Common Stockholders at the same 
price at which shares of additional Common Stock will be offered under the 
subscription offer, and the compensation of the underwriters for their commit- 
ments to purchase the unsubscribed stock is proposed to be fixed by competitive 
bidding. 

On or about February 19, 1959, Applicant proposes to invite sealed written 
bids for the purchase of the unsubscribed stock by newspaper publication and by 
distribution of a form of bid and a form of purchase agreement, together with a 
statement of terms and conditions relating thereto. All bids, whether from a 
single bidder or a group of bidders, must be on the form of bid furnished by 
Applicant and must be for the purchase of all the unsubscribed stock. Each 
bid must specify, among other things, (1) the price per share to be paid to 
Applicant for the unsubscribed stock, which price shall be the same as the 
subscription price to Applicant’s Common Stockholders; and (2) the aggregate 
amount to be paid by Applicant to the bidder or bidders as compensation for 
their commitments and obligations in connection with the purchase by them 
of the unsubscribed stock. 

Unless postponed, all bids for the purchase of the unsubscribed stock, whether 
from a single bidder or a group of bidders, must be submitted to Applicant at 
Room 2033, Two Rector Street, New York, New York, before 11 a.m., New York 
time, on March 3, 1959. Unless Applicant shall reject all bids, which it reserves 
the right to do, or shall exclude a bid or bids for reasons specified in the state- 
ment of terms and conditions relating to bids, Applicant will accept the bid 
which shall provide the lowest aggregate amount of compensation to be paid 
by Applicant to the bidder or group of bidders. 

Each bid must be accompanied by a certified or official bank check or checks 
in the aggregate amount of $200,000, drawn to the order of Applicant and pay- 
able in New York Clearing House funds. 

The proceeds to be obtained from the proposed issuance of additional Common 
Stock, expected to be in the net amount of $8,146,000, will be applied to carry 
forward Applicant’s 1959 construction program. Estimated expenditures to be 
made under that program total $23,500,000. Major items include $2,800,000 for 
the second 100,000 kw generating unit at the new Dave Johnston steam electric 
generating station at Glenrock, Wyoming; and $15,510,000 for transmission or 
distribution facilities, including some 44 miles of 230 kv and 17 miles of 115 kv 
lines. Applicant anticipates that in addition to the proceeds from the issuance 
of the additional Common Stock and from cash internally generated, approxi- 
mately $10,000,000 will be required to meet this program. The nature and 
timing of financing to provide such additional funds has not yet been determined 
by Applicant. 

Written notice of the application has been given to the Public Utility Com- 
missioner of Oregon, the Public Service Commission of Washington, the Public 
Service Commission of Wyoming, the Board of Railroad Commissioners of 
Montana, and to the Public Utilities Commission of Idaho, and to the Governor 
of each of those States. Notice of the application has also been given by publi- 
cation in the Federal Register on January 30, 1959 (24 F.R. 693), stating that 
any person desiring to be heard or to make any protest with reference to the 
application should on or before February 15, 1959, file with the Federal Power 
Commission, Washington 25, D.C., petitions or protests. No petition or protest 
556-794—_63—_ 
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or request to be heard in opposition to the granting of the application has been 
received. 

The Public Utility Commissioner of Oregon, the Washington Public Service 
Commission, the Public Service Commission of Wyoming, and the Idaho Public 
Utilities Commission, respectively, has issued an order authorizing the proposed 
issuance and sale of Common Stock by Applicant in the manner and for the 
purposes as described above. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued April 24, 
1958, In the Matters of The California Oregon Power Company and Pacific 
Power & Light Company, 19 F.P.C. 5738. 

(2) The proposed issuance of Common Stock, as described above, will consti- 
tute an issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws 
of which the security issue here involved is regulated by a State commission 
within the meaning of Section 204(f) of the Act, and the proposed issuance of 
Common Stock is, therefore, not exempt by virtue of that Section from the 
requirements of Section 204 of the Act. 

(4) The proposed issuance of Common Stock, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of the Applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance by the Applicant of service as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 


The Commission orders: 


(A) The proposed issuance of Common Stock, upon the terms and conditions 
and for the purposes specified in the application, as described above, is hereby 
authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale of Common Stock at competitive bidding 
shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2(k) (3) of the Commission’s Regulations under the Federal Power 
Act relating to compliance with competitive bidding requirements, and Section 
34.2(k) (4) of the Regulations relating to affiliation, and shall have either filed 
such amendments or shall have mailed them and advised the Commission by 
telephone and telegram as contemplated by Section 34.9 of the Regulations; 

(ii) The Commission, by further order, shall have approved the subscription 
price per share to be received by Applicant for the Common Stock and the com- 
pensation to be paid to underwriters under the proposed arrangement as described 
above. 

(C) This authorization shall expire unless the transactions hereby authorized 
are consummated within 90 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of costs, or any other matter 
whatsoever which is now pending or which may come before this Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 
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Before Commissioners: Jerome Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


ATLANTIC SEABOARD CORPORATION, DOCKET NOS. G-—2286 AND 
G-15129 


ORDER AMENDING ORDERS ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND 
NECESSITY 


(Issued February 20, 1959) 


Atlantic Seaboard Corporation (Petitioner), filed a petition on January 14, 
1959, to amend the Commission’s orders issued in Docket Nos. G—2286 and G—15129 
to remove certain specified volumetric limitations on its authorized deliveries 
to Shenandoah Gas Company (Shenandoah), an existing customer selling natural 
gas to industries and small towns in the Shenandoah Valley area of Virginia 
and West Virginia, as hereinafter described, subject to the jurisdiction of the 
Commission, all as more fully represented in the petition herein. 

The Commission’s order issued March 26, 1954 in Docket No. G-2286 authorized 
Petitioner to deliver up to a maximum of 4,000 Mcf per day to Shenandoah. 
Subsequently, Petitioner filed with the Commission at various times service 
agreements with Shenandoah providing for the sale of varying maximum quan- 
tities of gas, but none exceeded the authorized 4,000 Mcf per day, as provided 
in the latest agreement dated December 9, 1958. 

Prior to Petitioner entering into this agreement, the Commission in its order 
issued October 6, 1958 in Docket No. G—15129 directed Petitioner to deliver to 
Shenandoah a total of 3,600 Mcf per day. In that proceeding Petitioner indicated 
that, for certain reasons, it did not desire to deliver more than 3,300 Mcf per 


day, but subsequently conditions changed and it is willing to sell additional gas 
to Shenandoah. 


The petition states that Shenandoah is currently purchasing volumes of natural 
gas up to 4,000 Mcf per day. Further, Shenandoah has advised Petitioner of the 
need to further increase the contract demand between the parties due to increased 
natural gas requirements of its present customers; that the volumetric limitations 
contained in the aforesaid orders subject Shenandoah to undue and unjust 
discrimination and prevent the full and orderly development of Shenandoah’s 
business; and that Shenandoah requests that Petitioner take the necessary 
action to remove the present volumetric limitations, so that Shenandoah would 
be in the same position with regard to effecting increases in its contract demand 
with Petitioner as are Petitioner’s other contract demand customers. 


The Commission finds: 


It is necessary and appropriate to carry out the provisions of the Natural Gas 
Act, and the public convenience and necessity requires that the orders of the 
Commission issued March 26, 1954 and October 6, 1958, in Docket Nos. G—2286 
and G—15129 respectively, be amended as hereinafter ordered. 


The Commission orders: 


(A) The orders of the Commission issued March 26, 1954 and October 6, 1958 
in Docket Nos. G—2286 and G—15129 respectively, are hereby amended by elimi- 
nating therefrom the volumetric limitations contained in ordering paragraphs 
(L) and (D) respectively. 

(B) In all other respects said orders shall remain in full force and effect. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


NEW YORK STATE NATURAL GAS CORPORATION AND THE MANU- 
FACTURERS LIGHT AND HEAT COMPANY, DOCKET NO. G-16011 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued February 20, 1959) 


New York State Natural Gas Corporation (New York), a New York corpora- 
tion, and The Manufacturers Light and Heat Company (Manufacturers), a Penn- 
sylvania corporation, having their respective principal places of business in 
Pittsburgh, Pennsylvania, filed a joint application on August 15, 1958, and on 
September 15 and September 24, 1958 supplements thereto by New York and 
Manufacturers respectively, pursuant to Section 7 of the Natural Gas Act, for 
a certificate of public convenience and necessity to each applicant. Applicants 
request authority for the exchange of natural gas in equal volumes involving 
production by New York in the Armagh Section of the Nolo Field, Indiana 
County, Pennsylvania and production by Manufacturers in the Benezette Field, 
Elk County, and the Rockton Field, Clearfield County, Pennsylvania. In the 
supplement filed September 15, 1958, applicants request authority to construct 
and operate such of the proposed facilities as the Commission “may find subject 
to its jurisdiction.” 

The following operating arrangement is proposed in accordance with an 
agreement * between the parties dated July 28, 1958: 

1. New York will construct whatever pipeline or pipelines are necessary to 
connect its well or wells in the Armagh Section of the Nolo Field to Manufac- 
turers’ 8-inch lateral line No. 12206 or to Manufacturers’ field lines in said area 
and deliver natural gas to Manufacturers at said points. The initial connection 
will be made through construction and operation by New York of 1,600 feet of 
4-inch pipeline from its well to Manufacturers’ 8-inch lateral line No. 12206 in 
Buffington Township, Indiana County, Pennsylvania. Manufacturers will in- 
stall and operate the measuring station or measuring stations at the point or 
points of connection for the purpose of measuring the natural gas delivered into 
its system. It will then transport the gas through its 16-inch interstate Line 1711. 

2. Manufacturers will construct whatever pipeline or pipelines are necessary to 
connect its pipeline or pipelines in the Benezette and Rockton Fields with the 
pipeline or pipelines of New York and deliver natural gas to New York at said 
points, all of which shall be on the suction side of New York’s Benezette or Rock- 
ton compression facilities. The initial connection will be at the intersection of 
Manufacturers’ existing 8-inch line No. 12056 with the New York’s interstate 
Line No. 410 in Benezette Township, Elk County, Pennsylvania. New York 
will install and operate the measuring station or measuring stations at the point 
or points of connection for the purpose of measuring the natural gas delivered by 
Manufacturers into its system. 

Applicants show that this proposed exchange arrangement provides the most 
economical way for the parties to receive into their respective transmission 
systems the natural gas available from their respective reserves in the afore- 
named fields. Applicants show that the exchange agreement herein proposed 
makes it possible for New York to save the construction of approximately 24 
miles of pipeline which would be necessary to connect its supplies in the Nolo 


1 Exhibit X—1 attached to the application. 
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Field into its present transmission system. In order to receive additional supplies 
in the Benezette and Rockton Fields into its system Manufacturers would re- 
quire additional field compression facilities. This is made unnecessary by the 
proposal since New York operates its field system at lower pressures and there- 
fore needs no additional compression. 

Deliveries by the parties are limited to a maximum daily quantity of ten mil- 
lion cubie feet. The contract between said parties provides for an exchange of 
gas in substantially equal daily volumes, and for the balancing of the deliveries 
at the end of each three consecutive calendar months during which the agree- 
ment is in effect. The party who has received more gas than it has delivered 
shall make up the deficiency by deliveries during the succeeding three months’ 
period. 

The estimated total cost of New York’s initial proposed pipeline in the Nolo 
Field and its initial meter station in the Benezette Field is $11,600. The esti- 
mated cost of Manufacturers’ initial proposed meter station in the Nolo Field is 
$4,000. Both companies will finance said construction from funds on hand. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
February 16, 1959, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to thé granting of the 
application has been received. Staff Counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30(c)(1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) New York State Natural Gas Corporation, a New York corporation, having 
its principal place of business in Pittsburgh, Pennsylvania, is a “natural-gas 
company” within the meaning of the Natural Gas Act as heretofore found by the 
Commission in its order of October 27, 1942, in Docket No. G-312. 

(2) The Manufacturers Light and Heat Company, a Pennsylvania corpora- 
tion and a subsidiary of The Columbia Gas System, Inc., having its principal 
place of business in Pittsburgh, Pennsylvania, is a “natural-gas company” within 
the meaning of the Natural Gas Act as heretofore found by the Commission in 
its order of December 29, 1944, in Docket Nos. G-593, G-—386, G-390, G-—392, 
G-503, G-510, G-496 (4 FPC 821). 

(3) The exchange of natural gas as hereinbefore described and the facilities 
proposed to be constructed and operated therefor by New York and Manufacturers 
are proposed to be used in the transportation and sale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, and the construction 
and operation thereof by Applicants are subject to the requirements of subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(4) The proposed exchange of gas and the proposed construction and opera- 
tion of the facilities hereinbefore described are required by the public convenience 
and necessity, and certificates therefor should be issued as hereinafter ordered 
and conditioned. 

(5) New York and Manufacturers are able and willing properly to do the 
acts and to perform the services proposed and to conform to the requirements, 
rules and regulations of the Commission thereunder. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (1), (ce) (8), (¢) (4) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
should attach to the certificates hereinafter issued and to the exercise of the 
rights granted thereunder, and that the time within which construction of 
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facilities authorized by this order shall be completed and in actual operation 
should be fixed at 6 months from the date on which this order issues. 

(7) Staff Counsel having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.30(c) (1) 
(18 CFR 1.30(c)(1)) of the Commission’s Rules of Practice and Procedure 
having been satisfied, sufficient cause exists for the Commission forthwith to 
render its final decision in the instant proceeding. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued each to New York State Natural Gas Corporation and The 
Manufacturers Light and Heat Company, authorizing the exchange of natural 
gas between said New York and Manufacturers and the construction, installation 
and operation of the facilities therefor, as hereinbefore described, all as more 
fully described in the application, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) These certificates shall be accepted in writing, and under oath by a 
responsible official each of New York State Natural Gas Corporation and The 
Manufacturers Light and Heat Company and the general terms and conditions 
set forth in paragraphs (a), (b), (c) (1), (ce) (8), (c) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act shall attach 
to the issuance of the certificates granted in paragraph (A) hereof and to the 
exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and ready for actual operation, as provided by paragraph (b) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act, is hereby 
fixed at 6 months from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. G—11200 


FINDINGS AND ORDER AMENDING CERTIFICATE OF PUBLIC CONVENIENCE 
AND NECESSITY 


(Issued February 20, 1959) 


United Gas Pipe Line Company (Movant), a Delaware corporation, having 
its principal place of business in Shreveport, Louisiana, filed on November 7, 
1958 a motion to amend the order of this Commission of February 21, 1957, 
issuing a certificate of public convenience and necessity authorizing Movant 
to construct and operate certain natural gas facilities for the transportation of 
natural gas for delivery to Mississippi Power Company (Mississippi) in vol- 
umes not to exceed 22,000 Mcf per day. Movant requests herein that said 
order be amended to authorize a total maximum daily delivery to said Missis- 
sippi Power Company of 44,000 Mcf per day, in accordance with an agreement 
between the parties dated October 23, 1958, amending the original contract 
dated August 17, 1955, and providing for the sale under substantially the same 
rate. 

Mississippi proposes to enlarge its steam electric generating station located 
near Handsboro, Harrison County, Mississippi, known as its Gulf Coast Steam 
Piant, from its presently installed capacity of 75,000 KW by the installation 
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of an additional unit of 75,000 KW capacity. Mississippi would use the in- 
creased volume of natural gas for the operation of this additional unit, which 
is estimated to be in service by June 1, 1960. 

Movant states that there is sufficient pipeline capacity in the facilities au- 
thorized herein to render the proposed increased service. 

The amended agreement requires Mississippi to install oil standby equipment 
and permits United to curtail service to Mississippi when necessary to protect 
firm domestic service. 

The additional annual deliveries involved herein will be approximately 7,000,- 
000 Mcf and will not have a significant impact on United’s available gas re- 
serves, nor will such deliveries adversely affect United’s other customers. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
February 16, 1959, respecting the matters involved in and the issues presented 
by the motion. No petition to intervene or protest to the granting of the mo- 
tion has been received. Staff counsel moved orally at the hearing that the in- 
termediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c)(1) of the Commission’s Rules of Practice 
and Procedure. 























The Commission finds: 





It is necessary and appropriate to carry out the provisions of the Natural 
Gas Act and public convenience and necessity require that the Commission’s 
order issued herein on February 21, 1957 be amended to authorize the delivery 
by United Gas Pipe Line Company, Movant herein, to Mississippi Power Com- 
pany of a total maximum volume of 44,000 Mcf of natural gas per day for direct 
industrial service to Mississippi’s steam electric generating station, known as 
Gulf Coast Steam Plant near Gulfport, Harrison County, Mississippi. 


The Commission orders: 


(A) Ordering paragraph (B) of the Commission’s order issued herein on 
February 21, 1957, be and it is hereby amended by substituting the figure 44,- 
000 for the figure 22,000 in next to the last line thereof. 

(B) The additional 22,000 Mcf per day deliveries authorized herein shall 
commence upon completion of the installation of Mississippi’s second electric 
generating unit, as described herein. 

(C) All other provisions of the Commission’s said order shall remain un- 
changed. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


THE NARRAGANSETT ELECTRIC COMPANY, DOCKET NO. G—16285; 
SOUTH COUNTY GAS COMPANY, DOCKET NO. G—16286 









FINDINGS AND ORDER PERMITTING AND APPROVING ABANDONMENT AND ISSUING 


CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued February 20, 1959) 







The Narragansett Electric Company (Narragansett) and South County Gas 
Company (South County) filed applications on September 10, 1958, pursuant to 
Section 7 of the Natural Gas Act for permission and approval to abandon nat- 
ural gas facilities and service and for a certificate of public convenience and 


necessity authorizing the acquisition and operation of natural gas facilities re- 
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spectively, as hereinafter described, subject to the jurisdiction of the Commis- 
sion, all as more fully represented in the respective applications herein, which 
are on file with the Commission and open to public inspection. 

Narragansett in its application in Docket No. G—16285 seeks permission and 
approval to abandon by sale to South County the natural gas facilities and 
service presently rendered through its Westerly Gas Division in Rhode Island. 

South County by its application in Docket No. G—16286, seeks a certificate 
of public convenience and necessity authorizing the acquisition by purchase from 
Narragansett and the operation of such facilities and the continuation of such 
service as is proposed to be abandoned by Narragansett. South County filed 
supplemental information on December 1, and 8, 1958. 

The applications state that Narragansett’s Westerly Gas Division properties 
comprise a completely separate gas system unrelated to its other electric and 
gas facilities. They consist of a natural gas transmission system of about 1.5 
miles of 6 to 16 inch lines and distribution system centered in and about the 
community of Westerly, Rhode Island, and are used to distribute and sell gas 
at retail in Westerly and to transport gas for the Pequot Gas Company for dis- 
tribution in Connecticut. 

Narragansett further states that as a part of its plan for separating its gas 
properties from its electric properties, it desires to abandon its Westerly Divi- 
sion facilities and service in favor of their acquisition by South County. South 
County will continue to render the retail service in Westerly and the transporta- 
tion service for the Pequot Gas Company. 

For all the facilities it is to acquire from Narragansett, South County will 
pay the sum of $40,000, plus the cost of certain additions made from July 1, 
1958, to the date of actual transfer, estimated at approximately $2,000. 

South County states that the necessary funds for the purchases of Narra- 
gansett facilities and to furnish working capital will be provided by four indi- 
viduals who will advance $60,000 to South County. In return, these individuals 
will receive common stock of South County in the amount of $39,970. The 
remainder of the advance will be carried on the books as an open debt at 5 
percent interest. 

The $40,000 to be paid for the properties by South County was arrived at 
by negotiation and does not represent their depreciated original cost, which 
is approximately $809,716. The $769,716 excess net plant received over the 
purchase price will be disposed of by credit to South County’s reserve for 
depreciation. Narragansett proposes to charge to Earned Surplus the $769,716 
of excess net plant over the selling price. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
February 12, 1959, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to Section 1.30(c)(1) of its Rules of Practice 
and Procedure. 


The Commission finds: 

(1) Narragansett is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission. 

(2) South County upon the commencement of the operation and service 
authorized herein, will be a “natural-gas company” within the meaning of the 
Natural Gas Act. 

(3) The transmission facilities proposed to be abandoned by Narragansett, 
as heretofore described and as more fully described in the application herein, 
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are subject to the requirements of Subsection (b) of Section 7 of the Natural 
Gas Act. 

(4) Such abandonment, as heretofore referred to, is permitted by the public 
convenience and necessity and should be permitted and approved as hereinafter 
ordered. 

(5) The transmission facilities to be acquired and operated by South County 
will be used in the transportation of natural gas in interstate commerce and the 
acquisition and operation thereof by South County are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(6) The proposed acquisition and operation of facilities by South County, 
as hereinafter described, are required by the public convenience and necessity 
and a certificate therefor should be issued as hereinafter ordered and conditioned. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraph (a), (b), (d), and (e) of Section 157.20 of 
the Commission’s General Rules and Regulations, including the Rules of Prac- 
tice and Procedure, should attach to the issuance of the certificate referred 
to in finding (5) above, and to the exercise of the rights granted thereunder. 

(8) South County is able and willing properly to do the acts and to perform 
the service proposed, and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(9) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission's 
Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 
1.30(¢) (1) of said Rules. 


The Commission orders: 


(A) Narragansett be and it hereby is permitted to abandon the natural gas 
facilities and service heretofore described, subject to the jurisdiction of the 
Commission, all as more fully described in the application in this proceeding. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing South County to acquire and operate the facilities here- 
inbefore described, subject to the jurisdiction of the Commission, all as more 
fully described in the application in this proceeding, upon the terms and condi- 
tions of this order. 

(C) The general terms and conditions set forth in paragraphs (a), (b), (d), 
and (e) of Section 157.20 of the Commission’s Rules and Regulations, includ- 
ing the Rules of Practice and Procedure, shall attach to the issuance of the 
certificate granted in paragraph (B) hereof, and to the exercise of the rights 
thereunder. 

(D) South County shall acquire and commence operation of the facilities 
within 6 months from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


WASHINGTON GAS LIGHT COMPANY AND ATLANTIC SEABOARD 
CORPORATION, DOCKET NO. G—16160 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued February 24, 1959) 


Washington Gas Light Company (Washington), a corporation of the District 
of Columbia and Virginia, having its principal place of business in Washington, 
D.C.. and Atlantic Seaboard Corporation (Atlantic), a Delaware corporation 
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and a subsidiary of The Columbia Gas System, Inc., having its principal place 
of business in Charleston, West Virginia, filed on August 27, 1958, a joint appli- 
cation, pursuant to Section 7 of the Natural Gas Act, for a certificate of public 
convenience and necessity authorizing the construction and operation of certain 
emergency facilities, as hereinafter described, subject to the jurisdiction of the 
Commission. 

Washington is engaged in the transmission, storage, distribution and sale of 
natural gas in the metropolitan area of Washington, which includes the District 
of Columbia and adjoining portions of the States of Maryland and Virginia. 

Applicants show that Washington receives its greatest quantity of natural 
gas from Atlantic at the Rockville metering station, located approximately 
one-half mile north of the City of Rockville, Maryland. Upon receiving the 
gas, Washington transports it through a 22-inch pipeline to Washington’s Rock- 
ville storage station, which is located approximately one-half mile east of the 
Rockville metering station. At that location Washington has a propane mixing 
plant and bottle storage facilities for peak shaving purposes. Natural gas or 
propane-air mixed gas is transported from the Rockville storage station to 
Washington’s distribution system through two 16-inch lines and one 22-inch line. 

At Rockville, Washington’s 22-inch pipeline connects with Atlantic’s 20-inch 
Dranesville-Rockville line. Atlantic’s 26-inch main line also passes near this 
point. 

Applicants show that although connections exist at Rockville metering station 
between Atlantic’s facilities and one of Washington’s 16-inch pipelines, such 
16-inch line does not have sufficient capacity during heavy loads to deliver 
adequate quantities of natural gas for mixing to permit the full use of Wash- 
ington’s propane air peak shaving facilities at Rockville should the one-half mile 
of 22-inch line be inoperative for any reason. 

Washington proposes to construct and operate approximately 0.29 mile of 
12%, inch pipeline extending in a southerly direction from a point on Atlantic’s 
26-inch pipeline approximately one-half mile east of Atlantic’s Rockville meter- 
ing station to Washington’s Rockville storage station 24-inch inlet pipe and the 
necessary metering and regulating equipment at the Rockville storage station. 

Atlantic proposes to construct and operate a tap and valve connection on 
Atlantic’s existing 26-inch pipeline to connect with Washington’s proposed 
pipeline. 

It is estimated that the facilities which Washington proposes to construct 
will cost approximately $62,000, with operating expenses of approximately $500 
per year. The estimated cost of the facilities proposed to be constructed by 
Atlantic will be $2,700, with operating expenses of approximately $20 per year. 
Each company will finance its construction from currently available funds. 

Applicants show that the proposed construction will be in the public interest 
because it will insure against interruption of service to Washington’s customers 
in the event of damage to the 22-inch line between the Rockville metering and 
Rockville storage stations. The proposed facilities would be used only during 
emergencies. 

Temporary authorization was granted by the Commission on September 17, 
1958 to each of said applicants for its proposed construction. 

Pursuant to due notice, a public hearing was held in Washington, D.C. on 
February 16, 1959, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff Counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30(c)(1) of the Commission's Rules of 
Practice and Procedure. 
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The Commission finds: 





(1) Washington Gas Light Company, a corporation of the District of Columbia 
and Virginia, having its principal place of business in Washington, D.C., is a 
“natural-gas company” within the meaning of the Natural Gas Act as heretofore 
found by the Commission in its order of August 31, 1943, in Docket No. G—249 
(3 FPC 1077). 

(2) Atlantic Seaboard Corporation, a Delaware corporation and a subsidiary 
of The Columbia Gas System, Inc., having its principal place of business in 
Charleston, West Virginia, is a “natural-gas company” within the meaning of the 
Natural Gas Act as heretofore found by the Commission in its order of March 16, 
1943 in Docket No. G—284 (3 FPC 941). 

(83) The emergency connection facilities proposed to be constructed by Wash- 
ington and Atlantic, as hereinbefore described, are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, for resale, subject 
to the jurisdiction of the Commission, and the construction and operation thereof 
by Washington and Atlantic are subject to the requirements of subsections (c) 
and (e) of Section 7 of the Natural Gas Act. 

(4) Washington and Atlantic each is able and willing properly to do the acts 
and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act and the requirements, rules and regulations of the Commission 
thereunder. 

(5) The proposed construction and operation of emergency connection facil- 
ities hereinbefore described are required by the public convenience and necessity, 
and certificates therefor should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c)(1), (ce) (3), (ec) (4) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act should 
attach to the certificates hereinafter issued and to the exercise of the rights 
granted thereunder, and that the time within which construction of facilities au- 
thorized by this order shall be completed and in actual operation should be 
fixed at 4 months from the date on which this order issues. 

(7) Staff Counsel having requested the omission of the intermediate decision 
procedure, and all the requirements of the provision of Section 1.30(c) (1) of 
the Commission’s Rules of Practice and Procedure having been satisfied, sufficient 
cause exists for the Commission forthwith to render its final decision in the 
instant proceeding. 


The Commission orders: 





(A) A certificate of public convenience and necessity be and the same is hereby 
issued to Washington Gas Light Company and Atlantic Seaboard Corporation 
each, authorizing the construction and operation of the emergency connection 
facilities hereinbefore described, all as more fully described in the application, 
subject to the jurisdiction of the Commission upon the terms and conditions of 
this order. 

(B) This certificate shall be accepted in writing and under oath by a respon- 
sible official each of Washington and Atlantic and the general terms and condi- 
tions set forth in paragraphs (a), (b), (c)(1), (c)(3), (ce) (4) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act shall 
attach to the issuance of the certificates granted in paragraph (A) hereof, 
and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act is hereby 
fixed at 4 months from the date on which this order issues. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


WHEELER GAS COMPANY, DOCKET NO. G-—16788 
FINDINGS AND ORDER ISSUING CEXTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued February 24, 1959) 


On October 27, 1958, Wheeler Gas Company (Applicant) filed in Docket No. 
G-16788 an application pursuant to Section 7(c) of the Natural Gas Act for a 
certificate of public convenience and necessity authorizing the continued opera- 
tion of Applicant’s existing interstate natural gas pipeline facilities, consisting of 
a total of 38 miles of 2- to 6-inch transmission pipeline and four compressor sta- 
tions with a total of 230 horsepower used to transport gas produced in the East 
Panhandle Field in Texas for retail distribution in the City of Wheeler and the 
Villages of Allison and Briscoe, all in Texas; and a 4-inch pipeline extending from 
Allison, Texas, east to the Oklahoma state line where Applicant delivers and 
sells gas to Reydon Gas Company (Reydon) for resale and distribution by 
Reydon in the town of Reydon, Oklahoma. 

Applicant has been in operation since 1926. Its sales of natural gas have 
averaged approximately 68,427 Mcf per year over the past 5 years, of which 
9,459 Mcf were sold in interstate commerce to Reydon. It appears that earlier 
authorization for its operation has not been sought from this Commission by 
Applicant because of belief that the minor nature of said operations did not 
require such authorization. 

Applicant also requests that it be exempted from certain accounting and re- 
porting requirements of the Commission. It does not appear that such exemption 
is a proper part of the present certificate procedure and no action will be taken 
on such request at this point. 

Applicant here makes no proposal which would affect its overall gas supply. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
February 12, 1959, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 


render a decision herein pursuant to Section 1.30(c) (1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Wheeler Gas Company, a Texas corporation having its 
principal place of business in Wheeler, Texas, is engaged in the transportation 
and sale of natural gas for resale in interstate commerce and is, therefore, a 
“natural-gas company” within the meaning of the Natural Gas Act. 

(2) The facilities hereinbefore described, subject to the jurisdiction of the 
Commission, are used in the transportation and sale of natural gas in interstate 
commerce and the continued operation thereof by Applicant is subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The continued operation of the subject facilities by Applicant is required 
by the public convenience and necessity and a certificate therefor should be 
issued as hereinafter ordered and conditioned. 

(4) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act (18 CFR 157.20) should attach 
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to the issuance of the certificate hereinafter granted and to the exercise of 
the rights granted thereunder. 

(5) Applicant is able and willing properly to do the acts and to perform the 
services hereinbefore described and to conform to the provisions of the Natural 
Gas Act and the requirements, rules and regulations of the Commission 
thereunder. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢c) (1) of the Commission’s Rules of Practice and Procedure. 







The Commission orders: 





















(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Wheeler Gas Company to continue to operate the 
facilities and to transport natural gas as hereinbefore described, all as more 
fully described in the application in this proceeding, upon the terms and condi- 
tions of this order. 

(B) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the issuance of the certificate granted in paragraph (A) hereof 
and to the exercise of the rights granted thereunder. 

(C) The exemption from certain accounting and reporting requirements 
requested by Applicant is not appropriate in this proceeding but will be acted 
upon at the proper time in separate proceedings; if such are required. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


THE OHIO FUEL GAS COMPANY, DOCKET NO. G—16985 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 























(Issued February 24, 1959) 


On November 17, 1958, The Ohio Fuel Gas Company (Applicant) filed in 
Docket No. G-16985 an application pursuant to Section 7(c) of the Natural Gas 
Act for a certificate of public convenience and necessity authorizing the con- 
tinuance of natural gas service to The Dayton Power and Light Company 
(Dayton) through existing delivery points, not all of which have been covered 
by certificate authorization. Dayton is an existing resale customer of Applicant, 
purchasing natural gas at some 84 different points at Dayton and in 13 counties 
in western Ohio, all of which are listed and described in the application herein. 

The purpose of the subject application is to insure that proper authorization 
from this Commission exists as to all of Applicant’s points of delivery to Dayton. 

On December 18, 1958, temporary authority was granted to Applicant for the 
continued operation of the aforesaid 84 delivery points of gas to Dayton. 

On January 30, 1959, The Dayton Power and Light Company filed in this 
docket a petition to intervene fully supporting the application. No other petitions 
to intervene or protests have been filed. 

It appears that authorization from this Commission exists covering all of the 
subject delivery points except some 27 which are exempt under the provisions 
of Section 2.55 of the Commission’s Rules of Practice and Procedure, and two 
delivery points which apparently have never been covered by specific authoriza- 
tion, viz., the delivery point established June, 1945, for resale service to the Village 
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of Alcony, Ohio, and the delivery point established in 1957 for resale to Troy 
Children’s Home. Authorization for these latter two points is granted 
hereinafter. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
February 12, 1959, respecting the matters involved in and the issues presented by 
the application herein. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and that the Commission render a decision 


herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Applicant, The Ohio Fuel Gas Company, an Ohio corporation having its 
principal place of business in Columbus, Ohio, is a “Datural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion in its order of August 21, 1945, in Docket No. G-371 (4 FPC 1033). 

(2) The continuance of natural gas service to The Dayton Power and Light 
Company, and the continued operation of the existing delivery points therefor 
by Applicant as described in the application herein and the exhibits appended 
thereto, are required by the public convenience and necessity, subject to the 
requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act, 
and authorization therefor should be reaffirmed. 

(3) The sale and delivery of natural gas by Applicant to Dayton for resale 
to the Village of Alcony, Ohio, and to the Troy Children’s Home, and the con- 
tinued operation of the facilities necessary therefor are subject to the re- 
quirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(4) The sale and delivery of natural gas and the continued operation of the 
facilities referred to in paragraph (3) above are required by the public conven- 
ience and necessity and a certificate therefor should be issued. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act (18 CFR 157.20) should attach 
to the issuance of the certificate referred to in paragraph (3) above and to 
the exercise of the rights granted thereunder. 

(6) Applicant is able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing The Ohio Fuel Gas Company to sell and deliver 
natural gas to The Dayton Power and Light Company for resale to the Village 
of Alcony, Ohio, and to the Troy Children’s Home and to continue operation 
of the facilities necessary therefor, all as more fully described in the applica- 
tion herein and the exhibits appended thereto, upon the terms and conditions 
of this order. 

(B) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the issuance of the certificate granted in paragraph (A) hereof 
and to the exercise of the rights granted thereunder. 

(C) Authorization for the continuance of natural gas service and the con- 
tinued operation of the existing delivery points therefor by Applicant to The 
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Dayton Power and Light Company, as described in the application herein and 
the exhibits appended thereto, be and the same is hereby affirmed. 


POWER AUTHORITY OF THE STATE OF NEW YORK, PROJECT NO. 2216 
OPINION AND ORDER DENYING APPLICATION FOR REHEARING 
(Issued February 25, 1959) * 
Syllabus 


. Commission cannot make specific findings requested by Power Authority, since 
to do so would deny other parties the opportunity to be heard upon the 
question whether a different project interferes with the Indian reservation. 
P. 274. 

. Commissioner did not improperly participate in the decision, even though he 
did not hear oral argument because of illness. P. 274. 

. Commission denies Power Authority’s application for rehearing of Opinion 
No. 317. P. 275. 

Commissioner Hussey concurring. 

Commissioners Stueck and Connole concurring in part and dissenting in part. 

Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


OPINION 


There is before us an application for rehearing filed February 10, 1959, and 
supplement thereto February 11, 1959, by the Power Authority of the State of 
New York with respect to our Opinion No. 317 issued February 2, 1959, 21 FPC 
146, in which we found under Section 4(e) of the Federal Power Act that the 
license issued to the Power Authority insofar as it includes lands of the Tuscarora 
Indian Nation will interfere and will be inconsistent with the purpose for which 
such reservation was created or acquired. By permission the Tuscarora Nation 
filed an answer to the application for rehearing on February 17, 1959. 

As set forth in our Opinion No, 317, the Power Authority was issued a license 
on January 30, 1958 (19 F.P.C. 186) in accordance with the Federal Power Act 
and Public Law 85-159, approved August 21, 1957 (71 Stat. 401). The license 
was to develop its Niagara Falls Project No. 2216 and involved, as proposed, the 
use of about 1,383 acres of lands of the Tuscarora for a reservoir and incidental 
works. Our Opinion No. 317 was issued upon remand by the United States Court 
of Appeals for the District of Columbia Circuit on November 14, 1958, to explore 
the possibility of making the finding required by Section 4(e) of the Federal 
Power Act, for the Court was of the opinion that Section 4(e) was applicable to 
the Tuscarora Lands as tribal lands under the definition of “reservations” in 
Section 3 (2) of the Act. 

In its application for rehearing the Power Authority contends that we have 
concluded erroneously that under Section 4(e) of the Act we may not license for 
reservoir purposes any land contained in a “reservation” within the meaning of 
the statute. This contention does not reflect the basis of our decision, which was 
that the particular power reservoir occupation of Indian land here involved 
would not meet the test of Section 4(e). We did not conclude that every occu- 
pation of reservation land was an interference with its purposes. 

The Power Authority further contends in numerous particulars that we did not 
make correct or sufficiently detailed findings of fact. It contends that we did 
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not make findings with respect to advantages accruing to the Tusarora from 
the proposed transaction or with respect to the acquisition of equally desirable 
substitute lands for the Indians. This contention, we believe, is irrelevant, for 
we were properly concerned only with the purpose for which this Indian land 
was acquired, and were not directed to consider alternative proposals, which 
might or might not be sociologically desirable, but which might be consistent 
with the purpose of the present reservation. The Power Authority says that 
we should have made findings of fact on the purposes of the reservation, the 
ownership of the land, supervision by the United States and the legislative 
history of the 1957 Act which authorized the project. We did make an essential 
finding of fact with regard to the purpose of the reservation, i.e. that it was 
acquired “for a homeland and a place to live and for farming and related 
uses”. We were not required to make findings with respect to the other matters, 
inasmuch as we found that the reservoir use would be inconsistent with pur- 
poses found by us. 

The Power Authority has also requested specific findings as to whether the 
licensing of certain smaller amounts of Indian land for the project would meet 
the requirements of Section 4(e), and as to whether or not any Tuscarora land 
is necessary for the project. Specifically, they refer to (1) 85.6 acres for a 
site on which transmission lines are being built; (2) 35 acres or any lesser 
amount for roads, and (3) 350 acres for reservoir purposes. The Commission 
is also requested to find whether licensing for reservoir purposes of any amount 
of Indian land less than 350 acres, or more than 350 acres but less than 1,263 
acres, would interfere with the purposes of the reservation. 

What the Power Authority appears to be attempting is an informal amend- 
ment of its license with an immediate decision upon it without the benefits of 
a hearing. In our opinion the Power Authority misconceives its remedy. If 
we made the findings requested we would deny other parties the opportunity 
to be heard upon the question whether a different project interferes with the 
reservation. Furthermore, there is no application for definite amendment to 
the license before us upon which we can pass judgment. A different size or 
location for the reservoir would greatly affect its relationship to the Indian 
lands, particularly as to the area and location of the land taken. We cannot 
predict what effect the taking might have on the Indian lands without knowing 
precisely where they will be located, the type of land taken, and other relevant 
facts. With respect to the acreage for transmission lines and roads, we will. 
of course, consider these matters when they are properly brought before us. 

The proper remedy for the Power Authority is to file an amendment to its 
license, with amended exhibits as necessary. In this way we can pass upon a 
definite proposal, and the rights of other parties will be protected. We would 
then be free to consider whether a taking of Indian lands in the amount of 
any lesser acreage would be consistent with the purpose of the reservation. 

The Power Authority makes the further contention that Commissioner Hussey 
improperly participated in the decision since he did not hear oral argument 
because of illness. The majority consisted of Chairman Kuykendall and Com- 
missioners Kline and Hussey while Commissioners Stueck and Connole dissented. 
There is no requirement of oral argument in this proceeding arising from the 
Administrative Procedure Act, the Federal Power Act or our Rules. Com- 
missioner Hussey, of course, had before him and read the transcript of the 
oral argument. No rights of the applicant were abrogated. Sisto v. C.A.B., 17 
F. 2d 47, 58-54 (CADC), Hastland Co. v. F.C.C., 92 F. 2d 467 (CADC) certiorari 
denied 302 U.S. 735. 

The Court of Appeals remanded the case in order that we might explore the 
possibility of making a finding required by Section 4(e). Had Commissioner 
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Hussey refrained from voting the finding desired by the Power Authority could 
not have been made. 

While we have reached a conclusion in Opinion No. 317 contrary to the Power 
Authority and are denying it rehearing, we do not feel we are precluded from 
contesting the interim holding of the Court of Appeals with respect to the 
applicability of Section 4(e) of the Power Act to these Tuscarora lands. 


The Commission finds: 


No new facts have been presented or alleged, and no new principles of law 
have been set forth in the application for rehearing as supplemented which 
either were not fully considered by the Commission before it entered its Opinion 
No. 317 on February 2, 1959, or having now been considered, warrant rehearing 
or modification of the aforesaid order. 

The Commission orders: 


The aforesaid application for rehearing as supplemented is denied. 

Commissioner Hussey concurring, filed a separate statement. 

Commissioners Stueck and Connole, concurring in part, dissenting in part, 
filed a separate statement. 

Hussey, Commissioner, concurring: 

I concur in the order denying application for rehearing herein. 

Eminent domain is a harsh and extraordinary remedy. All laws granting 
the right of eminent domain should be strictly construed, and the burden of 
proof in all such cases would rest on the one who seeks to exercise such rights. 
We are asked to make a finding under Section 4(e) of the Federal Power Act 
that the taking of 20% of the Indian lands, including 37 homes, would not 
interfere with the purpose for which the reservation was created. Such a 
finding would be the basis for a license under the Federal Power Act, which in 
turn would be a predicate for the exercise of the right of eminent domain by 
the Power Authority, and the burden of proof of non-interference under Section 
i(e) would be upon the Power Authority. 

In my judgment the Power Authority simply has failed to sustain that burden. 

One of the reasons urged for rehearing by the Power Authority was that we 
did not unequivocally make the finding that the lands which they sought to 
occupy are the only ones available for these particular purposes. I do not 
believe that the Power Authority has proven that the particular lands which 
they desire to occupy would be the only lands available for that purpose, either 
on or off the reservation. 

An examination of Exhibit No. 315 mentioned in their Motion for Rehearing 
shows a swamp area within the reservation stated to contain approximately 
350 acres. Instead of taking all of these swamp lands, the original project 
outlined in green on Exhibit 315 takes in only 100 acres of the swamp and 
substitutes highly improved lands and takes in other areas occupied by 37 homes. 
From an examination of this Exhibit, it would appear that the Power Author- 
ity could take all of the swamp lands and an additional 350 acres proposed in 
their amended application for rehearing, and some lands lying between these 
two areas, which would necessitate the removal of only one or two homes, and 
would cause minimum interference with the use of the reservation and would 
still make the project feasible. 

Instead, the Power Authority has so designed this project to take in only a 
small amount of the swamp, and to take improved lands constituting 20% of the 
reservation and requiring the removal of 37 homes. This is exactly the type 
of situation that the Indian treaties and protective laws were designed to 
prevent. 


556-794-6320 
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In its Supplemental Petition for Rehearing the Power Authority now pro- 
poses to reduce the project and take only about 350 acres within the Indian 
reservation which would not cause the removal of any homes. In my judgment, 
this is a new project which would require a new hearing and a modified license, 
and it cannot be obtained through a motion for rehearing. However, if proper 
application were filed for such modified license, I see no reason that the matter 
could not be reopened and be reconsidered. 
CONNOLE and StvuecK, Commissioners, concurring in part, dissenting in part: 
For reasons fully set out in our separate statement, filed with the Commis- 
sion’s Opinion No. 317 issued February 2, 1959, we dissent from so much of this 
order that fails to reconsider the earlier action of the Commission. Accord- 
ingly, we do not reach the question whether this Petition for Rehearing, as 
supplemented, amounts to an attempt by the Power Authority of the State of 
New York informally to amend its license without a hearing. It is clear, how- 
ever, that since an affirmative finding under the proviso of Section 4(e) of the 
Federal Power Act could and should have been made by the Commission with 
respect to the previously proposed taking of a larger tract of Tuscarora land, 
we are necessarily bound to a similar finding with respect to the taking of a 
part of the same tract. 

We concur that Commissioner Hussey’s participation in this matter did not 
invalidate the order. 

We concur also that the Commission is not precluded from contesting the 
interim holding of the Court of Appeals with respect to the applicability of 
Section 4(e) of the Power Act to these Tuscarora lands. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 














ALABAMA POWER COMPANY, PROJECT NO. 2165 


ORDER APPROVING REVISED EXHIBIT DRAWINGS 





(Issued February 27, 1959) 





_ 


On December 5, 1958, Alabama Power Company, licensee for major Project 
No. 2165—located on the Black Warrior River and on the Sipsey Fork of Black 
Warrior River in Cullman, Walker, Winston, and Tuscaloosa Counties, Ala- 
bama, and affecting United States Lock and Dam No. 17 and appurtenant lands, 
und lands of the United States within the William B. Bankhead National 
Forest—filed for Commission approval and inclusion in the license for the 
project the following revised exhibit drawings showing the proposed Lewis 
Smith Dam as having an impervious sloping core rather than an impervious 
center core as originally planned: 















Exhibit L Revised: Sheet 1 (FPC No. 2165-42) Lewis Smith Dam—General 
Layout; and 
Sheet 6 (FPC No. 2165-43) Lewis Smith Dam—<Analysis of Dam Section, 











and superseding Exhibit L, Revised, Sheets 1 and 6 (FPC Nos. 2165-37 and -—29), 
now part of the license for the project. 

Applicant states that the change is desirable because it will provide a more 
stable structure and better and more efficient use will be made of available 
construction materials, resulting in a lower cost. 

The Secretary of the Army and the Chief of Engineers have approved Exhibit 
L, Revised, Sheet 1 (FPC No. 2165-42), in accordance with Section 4(e) of the 
lederal Power Act. 
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The Commission finds: 


The above-described revised Exhibit L drawings (Sheets 1 and 6 (FPC Nos. 
2165-42 and -43) ) conform to the Commission’s rules and regulations and should 
be approved as part of the license for the project and the above-specified super- 
seded Exhibit L drawings (Sheets 1 and 6 (FPC Nos. 2165-37 and -29)) should 
be eliminated from the license. 


The Commission orders: 


(A) The above-described revised Exhibit L drawings are approved as part of 
the license for the project and the above-specified superseded Exhibit L drawings 
are eliminated from the license for the project. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act, and failure to file such an application shall constitute ac- 
ceptance of this order. 


3efore Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


SACRAMENTO MUNICIPAL UTILITY DISTRICT OF SACRAMENTO, 
CALIFORNIA, PROJECT NO. 2101 


ORDER APPROVING REVISED EXHIBITS 
(Issued February 27, 1959) 


Sacramento Municipal Utility District of Sacramento, California, licensee for 
major Project No. 2101, known as the Upper American River Project, filed on 
March 14, 1958, with supplemental filings on April 28, July 11, and 25, 1958, 
revised Exhibit L drawings for Ice House dam and dikes and Jaybird tunnel, 
penstocks and powerhouse, and Exhibit M for the Jaybird power plant. Article 
26 of the license herein required the licensee to submit drawings showing the final 
design of the project structures. 

The principal effects of the proposal of the licensee would be to change the Ice 
House dam from a concrete-faced, rock-fill dam to an impervious core rock-fill 
dam, to change the number and size of the gates of the spillway, to enlarge the 
size of the Jaybird tunnel and penstocks, to increase the capacity of the Jaybird 
powerhouse from 85,000 to 129,200 kilowatts, and to increase the presently au- 
thorized installed capacity of the project from 213,000 horsepower to 272,000 
horsepower. 

The proposed changes are desirable and the design of the project structures as 
shown on the revised Exhibit L drawings is adequate. 

Article 34 of the license, upon recommendation of the Department of Agri- 
culture, requires that a 24-foot wide roadway be provided on the Ice House dam 
and on the crossing of the Ice House spillway structure. The revised design of 
the Ice House dam incorporates a 20-foot wide roadway on the crest of the dam 
and a 17-foot curb-to-curb width for the bridge over the spillway. The Depart- 
ment of Agriculture has approved the reduced road widths, and has stated that 
no special conditions, other than those already included in the license are re- 
quired for the protection and utilization of national forest land. 


The Commission finds: 


(1) The revised exhibits described in paragraph (A) below which 
extent noted, supersede or supplement « 


, to the 
xhibits or parts of exhibits now part 
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of the license, conform to the Commission’s rules and regulations and should 
be approved as part of the license for the project, and the exhibits described 
in the same paragraph as being superseded wholly or in part should be elimi- 
nated from the license to the extent noted, all as hereinafter provided. 

(2) The presently authorized installed capacity of the project for purposes 
of computing the capacity component of the administrative annual charges is 






by this order increased to 272,000 horsepower. 













The Commission orders: 

(A) The following described exhibits which, to the extent noted, supersede 
or supplement exhibits or part of exhibits now part of the license, are approved 
and made part of the license, and the exhibits described below as being super- 
seded in whole’ or in part are eliminated from the license for Project No. 2101 
to the extent noted: 







































Erhibit L FPC No. 2101 Entitled 

6A-1 -33 “Jaybird Tunnel General Plan & Profile’, su- 
persedes in part Exhibit L-6 (FPC No. 2101- 
12) insofar as it shows the plan and profile 
of Jaybird tunnel; 


6B -20 “Jaybird Tunnel Typical Sections’, supplements 
Exhibit L-6 (FPC No. 2101-12) ; 
6C -21 “Jaybird Penstock Plan and Profile, sheet 1 of 


2”, supersedes in part Exhibit L-6 (FPC No. 
2101-12) insofar as it shows the plan and 
profile of Jaybird penstock ; 

6D —22 “Jaybird Penstock Plan and Profile, sheet 2 of 
2”, supersedes in part Exhibit L-6 (FPC No. 
2101-12) insofar as it shows the plan and 
profile of Jaybird penstock ; 

TA -23 “Jaybird Powerhouse General Arrangement, 
sheet 1 of 2”, supersedes in part Exhibit L-7 
(FPC No. 2101-13) ; 

7B —24 “Jaybird Powerhouse General Arrangement, 
sheet 2 of 2”, supersedes that part of Exhibit 
L-7 (FPC No. 2101-13) not covered by above 
Exhibit L-7A; 

TC —25 “Jaybird Switchyard General Arrangement” ; 

12-B1 -50 “Ice House Dam, Main Dam—General Plan and 
Elevation”, supersedes in part Exhibit K-3 
(FPC No. 2101-5) insofar as it shows the pro- 
file along the axis; 

12-B2 -51 “Ice House Dam, Main Dam Embankment De- 
tails”, supersedes in part Exhibit K-3 (FPC 
No. 2101-5) and Exhibit L-9 (FPC No. 2101- 
15) insofar as they show the section of Ice 
House dam ; 


12-B3 -52 “Ice House Dam, Main Dam Embankment 
Sections” ; 
13-B1 -53 “Ice House Dam, Dike No. 1 General Plan and 


Profile’, supersedes in part Exhibit L-9 (FPC 
No. 2101-15) insofar as it shows the Ice House 
auxiliary dam; 

13-B2 ~ OE “Ice House Dam, Dike No. 1 Sections and Crest 
Detail”, supersedes in part Exhibit L-9 (FPC 
No. 2101-15) insofar as it shows the Ice House 
auxiliary dam section; 


13-A3 -38 “Ice House Dike No. 2 General Plan and Sec- 
tions” ; 
17-1A -55 “Ice House Dam, Spillway Plan and Excava- 


tion”; 


1The effect of this paragraph is to eliminate from the license Exhibits K-83 and L~7 
(FPC Nos. 2101-5 and —138), in their entirety. 
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Exhibit L FPO No. 2101 Entitled 

17-2 Ah “Ice House Dam, Spillway Dam General Ar- 
rangement”, supersedes in part Exhibit L-9 
(FPC No. 2101-15) insofar as it shows the 
Ice House spillway ; 


18-1 AZT “Ice House Dam, Outlet Works General Ar- 
rangement” ; 
18-2 —48 “Ice House Dam—Outlet Works, Intake Struc- 
ture General Arrangement” ; 
18-3 —49 “Ice House Dam—Outlet Works, Outlet Struc- 
ture General Arrangement” ; 
Erhibit M Dated March 11, 1958, comprising two type- 
(revised ) written pages entitled “General Description 


of Equipment”, supersedes, in part the Exhibit 
M dated July 20, 1955, insofar as it applies 
to the Jaybird power plant on pages M-1, 
M-2, and M-3. 

(B) Effective as of January 1, 1959, the presently authorized installed capacity 
as set forth in Article 46 of the license is increased to 272,000 horsepower. 

(C) Article 34 of the license is amended to read as follows: 

Article 34. The Licensee shall design and construct the crests of Loon Lake 
and Union Valley dams so that they can be used for roads with 24-foot roadbeds 
and the crest of Ice House Dam so that it can be used for a road with 20-foot 
roadbed, such roads to be constructed to Forest Service standards. The cross- 
ings of the spillway structures shall provide for 24-foot width in the case of 
Loon Lake and Union Valley Dams and 17-foot curb-to-curb width in the case 
of Ice House Dam and shall be in accordance with the “Specifications of the 
American Association of State Highway Officials for H-20-S-16 loadings” : 
unless other suitable road crossings on or below the dams are agreed to by the 
Commission upon advice of the Forest Service. The licensee shall interpose no 
objection to the use of these dams for road purposes (where so constructed) when 
such use becomes desirable in the opinion of the Regional Forester. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the Act, 
and failure to file such an application shall constitute acceptance of this order. 
















Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


ALABAMA POWER COMPANY, PROJECT NO. 2146 





ORDER APPROVING REVISED EXHIBITS 











(Issued February 27, 1959) 





Alabama Power Company, licensee for Project No. 2146, a comprehensive 
project now under construction on the Coosa River in the States of Alabama and 
Georgia, filed an application on December 1, 1958, for Commission approval of 
revised Exhibit L (FPO Nos. 2146-117 to -122, inclusive) and revised Exhibit M, 
pertaining to the Weiss Development, a part of such project. The revised ex- 
hibits and the exhibits they supersede are designated and described as follows: 


Weiss Development 









Exhibit L: (FPC No. 2146-117) General Layout, superseding (FPC No. 2146- 
111); (FPC No. 2146-118) Spillway Plan, Elevation and Sections, superseding 
(FPC No. 2146-112) ; (FPC No. 2146-119) Powerhouse Location Plan, supersed- 
ing (FPC No. 2146-113) ; (FPC No. 2146-120) Powerhouse Transverse Sections, 
superseding (FPC No. 2146-114) ; (FPC No. 2146-121) Powerhouse Longitudinal 
Section Through Centerline Units, superseding (FPC No. 2146-115): (FPC No. 
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2146-122) Powerhouse Generator Floor Plan, superseding (FPC No. 2146-116) ; 
and 

Exhibit M: Three typewritten sheets, “General descriptions of mechanical, elec- 
trical and transmission equipment” for Weiss Dam filed December 1, 1958, su- 
perseding that part of Exhibit M filed December 2, 1955, insofar as it pertains to 
the Weiss (Leesburg) Dam. 

In addition the licensee filed two drawings showing the stability analysis 
of the dam structure which supersede drawings previously filed, but not approved 
as part of the license. Drawings of stability analysis are not usually included 
in a license. 

Licensee states that the changes will improve the stability of the structures, 
will provide additional control of the spillway design storm permitting a reduc- 
tion in spillway capacities at downstream developments, and will result in a lower 
cost for the entire project. 

The revised exhibits show changes in the design of the spillway structure, the 
spillway apron and east retaining wall, and improved protection to the earth 
dikes. The changes in no way affect the area of the reservoir or the elevation 
of the power or flood control pools. The structures appear safe and adequate. 

The effects of approval of revised Exhibit M for the Weiss Development of 
Project No. 2146 should be reflected in the license order by increasing in finding 
(2)(b) (i) therein the capacity of the turbines from 39,000 hp to 39,100 hp 
and the generator capacity in kilowatts from 28,000 kw to 29,250 kw, with a 
resultant increase in the authorized installed horsepower capacity shown in 
Article 28 of the license from 480,000 horsepower to 484,000 horsepower. 

The Assistant Chief of Civil Works, Corps of Engineers’ has reported that 
the revised plans are satisfactory and were approved in accordance with the 
Federal Power Act. 


The Commission finds: 


(1) Exhibit L (FPC Nos. 2146-117 to —122, inclusive) and Exhibit M, as revised, 
conform to the Commission’s rules and regulations and should be approved, as a 
part of the license for the project. 

(2) Superseded Exhibit L (FPC Nos. 2146-111 to -116, inclusive), now part 
of the license, should be eliminated from the license, and Exhibit M, now part 
of the license, should be eliminated therefrom insofar as it pertains to the 
Weiss Dam. 

(3) Article 28 of the license should be amended to reflect an increase in the 
computed generated capacity as hereinafter provided. 


The Commission orders: 


(A) Exhibit L (FPC Nos. 2146-117 to -122, inclusive) and Exhibit M (Weiss 
Dam) filed December 1, 1958, are approved as part of the license, and Exhibit 
L (FPC Nos. 2146-111 to -116, inclusive) and Exhibit M, filed December 2, 1955, 
insofar as it pertains to Weiss Dam are excluded from the license. 

(B) Finding (2) (b) (i) of the license for Project No. 2146 is revised to 
show the capacity of each turbine mentioned therein as being 39,100 horsepower 
and each generator mentioned therein as being 29,250 kilowatts. 

(C) Article 28 of the license for Project No. 2146 is revised to show the author- 
ized installed capacity as being increased from 480,000 horsepower to 484,000 
horsepower, effective as of January 1, 1959. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 





eiss 
Libit 


955, 


1 to 


wer 


hor- 
+000 


less 
the 
itute 


FEDERAL POWER COMMISSION 281 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


THE OHIO FUEL GAS COMPANY, DOCKET NO. G—17029 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 2, 1959) 


On November 21, 1958, The Ohio Fuel Gas Company (Applicant) filed in 
Docket No. G—-17029 an application, pursuant to Section 7 (c) of the Natural 
Gas Act, for a certificate of public convenience and necessity authorizing the 
construction and operation of a main line valve setting and a measuring and 
regulating station on Applicant’s existing transmission Line D-345 at a point 
near Crestline, Richland County, Ohio, together with approximately 500 feet of 
4%4-inch O.D. lateral pipeline, for the direct sale and delivery of natural gas to 
Pittsburgh Plate Glass Company (Pittsburgh) on an interruptible basis. 

The estimated natural gas requirements for the proposed service are: 





Year of service 


| 


j ] 
Ist 3rd 4th 





Annual (Mef).- nu 42,000! 145,000} 145,000 261, 000 
Peak Day (Mef).-- 4 , 960 960 960 | 1, 600 


| 


Pittsburgh proposes to use the subject gas for tempering and forming auto- 
motive plate glass, for space heating, air conditioning, and other services. 

The estimated cost of Applicant’s proposed facilities is $17,340, which will be 
paid from cash on hand. 

No appreciable effect on Applicant’s system gas reserves is anticipated in view 
of the relatively small quantity of gas involved. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
February 19, 1959, respecting the matters involved in and the issues presented 
by the application herein. No petitions to intervene or protests to the granting 
of the application have been filed. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, The Ohio Fuel Gas Company, an Ohio corporation having its 
principal place of business in Columbus, Ohio, is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order of August 21, 1945, in Docket No. G-371 (4 FPC 1033). 

(2) The facilities hereinbefore described, as more fully described in the 
application herein, are proposed to be used in the transportation of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission, as integral 
parts of Applicant’s existing pipeline system and the construction and operation 
thereof by Applicant are subject to the requirements of subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and the 
requirements, rules and regulations of the Commission thereunder. 
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(4) The construction and operation of the proposed facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (8), (ce) (4) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act (18 
CFR 157.20) should attach to the certificate hereinafter issued to Applicant 
and to the exercise of the rights granted thereunder, and that the time within 
which construction of the facilities authorized by this order shall be completed 
and placed in actual operation should be fixed at 4 months from the date on 
which this order issues. 

(6) The volume of natural gas to be delivered by Applicant to Pittsburgh 
Plate Glass Company should be limited to a maximum of 1,600 Mcf per day. 

(7) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure herein was unopposed by any party of 
record and, not having been denied by the Commission, is granted pursuant to 
Section 1.30 of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing The Ohio Fuel Gas Company to construct and operate 
the facilities hereinbefore described, all as more fully described in the appli- 
eation in this proceeding and the exhibits appended thereto, for the transporta- 
tion of natural gas as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(3), (ce) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act is hereby 
fixed at 4 months from the date on which this order issues. 

(D) The volume of natural gas to be delivered by The Ohio Fuel Gas Company 
to Pittsburgh Plate Glass Company is hereby limited to a maximum of 1,600 
Mcf per day. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


TEXAS GAS TRANSMISSION CORPORATION, DOCKET NO. G-—15320 
FINDINGS AND ORDER AMENDING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 2, 1959) 


Texas Gas Transmission Corporation (Applicant), a Delaware corporation 
with its principal place of business in Owensboro, Kentucky, filed an application 
on December 18, 1958, to amend the Commission’s order issued October 24, 1958, 
in the Matters of MidSouth Gas Company, et al., Docket No. G—10591, et al., 
20 FPC 545, which authorized Applicant, in Docket No. G—15320, to construct 
and operate certain natural gas facilities for the sale and delivery of natural 
gas, as hereinafter described, subject to the jurisdiction of the Commission, 
all as more fully represented in the application, which is on file with the Com- 
mission and open to public inspection. 
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Applicant requests that the order heretofore issued by the Commission be 
amended to authorize the construction and operation of the following compressor 
units: 

(1) One 2,000 hp. compressor unit in lieu of one 1,320 hp. unit authorized to 
be installed at the existing Kenton, Tennessee, compressor station ; 

(2) One 2,000 hp. compressor unit in lieu of two 1,320 hp. units authorized to 
be installed at the existing Calvert City, Kentucky, compressor station; and, 

(3) One 2,000 hp. unit in lieu of one 1,320 hp. unit authorized to be installed 
at the existing Slaughter, Kentucky, compressor station. 

A total of 6,000 horsepower would be installed at these stations in lieu of 5,280 
horsepower authorized, or an increase of 720 horsepower. 

The authorized units were estimated to cost a total of $1,898,174, as com- 
pared to the cost of $2,072,259 for the proposed units, or an increase of 
$174,085. This additional cost will be defrayed by means of retained earnings. 

The installation of three 2,000 hp. units in lieu of the four 1,320 hp. units 
will result in more efficient operation and savings in fuel and overhaul costs. 
Applicant estimates savings of $8,500 per year in fuel cost and $4,800 per 
year in overhaul cost. 

The proposed 2,000 horsepower engines will not increase design system 
eapacity over that heretofore authorized. 

Pursuant to due notice a public hearing was held on February 17, 1959 
respecting the matters involved in and the issues presented by the application. 
No petition to intervene or protest to the granting of the application has been 
received. Staff counsel moved orally at the hearing that the intermediate 
decision procedure be omitted and the Commission render a decision pursuant 
to Section 1.30 (c) (1) of its Rules of Practice and Procedure. 

The Commission finds: 

It is necessary and appropriate to carry out the provisions of the Natural 

Gas Act and the public interest requires that the order of the Commission 


issued October 24, 1958, in the Matters of MidSouth Gas Company, et al., Docket 
No. G—10591, et al., be amended as hereinafter ordered. 


The Commission orders: 

The order of the Commission issued October 24, 1958, in the Matters of Mid- 
South Gas Company, et al., Docket No. G—10591, et al., is hereby amended as 
described above, all as more fully described in the application herein. In 
all other respects said order remains unchanged. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


PUBLIC UTILITY DISTRICT NO. 1 OF PEND OREILLE COUNTY, 
WASHINGTON, PROJECT NO. 2225 


ORDER MODIFYING ORDER ISSUING LICENSE AND EXTENDING TIME FOR ACCEPTANCE 
OF LICENSE 


(Issued March 2, 1959) 


By order issued November 25, 1958, 20 FPC 753, the Commission granted a 
license to Public Utility District No. 1 of Pend Oreille County, Washington 
(Applicant), for constructed major Project No. , known as the Sullivan 
Creek Power Project. 
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By letter dated December 12, 1958, Applicant requested that the Commission 
modify the second paragraph of page 2 of the aforementioned order insofar 
as it states that the Sullivan Creek diversion dam and conduit were abandoned 
and requires that authority for the continued occupancy of the lands of the 
United States by abandoned or discontinued facilities be obtained from the 
United States Forest Service. Applicant represents that the Sullivan Creek 
diversion dam and conduit were never abandoned, but were discontinued and 
not maintained because of lack of need for the Sullivan Creek waters to sup- 
plement the waters of Harvey Creek in filling Sullivan Lake during the recent 
eycle of wet years. Applicant suggests that the diversion dam and conduit 
and the temporarily discontinued flume section of the power conduit from Mill 
Pond be included as project facilities for which Applicant has no immediate 
plans for reactivation except under Articles 30 and 31 of the license, which 
provide for enlargement of the project if feasible. Applicant believes that the 
requirement to obtain authority from the United States Forest Service for the 
eontinued occupancy of the lands of the United States by these discontinued 
facilities is in conflict with Articles 25, 26, 30 and 31 of our above-mentioned 
order. 

The license for the Sullivan Creek Power Project, as issued on November 25, 
1958, was subject to the condition, among others, that in acknowledgment of 
the acceptance of the license, it should be signed for Applicant and returned 
to the Commission within 60 days from the date of its issuance. By letter 
dated January 30, 1959, counsel for Applicant requested an extension of time 
for acceptance of the license pending action by the Commission upon Appli- 
eant’s above-mentioned request for modification of the second paragraph of 
page 2 of the order granting the license. 


The Commission finds: 


In the circumstances recited hereinabove, modification of our order granting 
a license for Project No. 2225 and extension of the time for acceptance of the 
license, as hereinafter provided, is appropriate and in the public interest. 


The Commission orders: 


(A) Our order granting a license for Project No. 2225, issued November 25, 
1958, is hereby modified as follows: 

PARAGRAPH I. The second paragraph of page 2 of the order shall read 
as follows: 

As originally constructed, the Sullivan Creek Power Project consisted of 
Sullivan Lake Dam and Reservoir, Sullivan Creek diversion dam and con- 
duit, and Mill Pond dam and reservoir, conduit, penstock, power plant and 
transmission facilities. However, the Sullivan Creek diversion dam and con- 
duit have not been maintained because of lack of need for the Sullivan Creek 
waters to supplement the waters of Harvey Creek in filling Sullivan Lake 
during the recent cycle of wet years and the use of Sullivan Creek diversion 
dam and conduit has been discontinued by Inland. The flume section of the 
power conduit from Mill Pond having failed, Inland also discontinued the 
operation of the Sullivan Creek power plant. As a result of conferences be- 
tween Applicant and the Forest Service, Applicant has agreed to restrict 
certain lands heretofore utilized around Sullivan Lake. The Exhibit K maps, 
Sheets 1 and 2 (FPC Nos. 2225-1, -2), filed as part of the application for 
license, include the restricted lands as being within the project boundary, and 
the exhibit should be revised to show the project boundary as restricted. 

PARAGRAPH II. The second sentence of finding (9) of the order shall read 
as follows: 
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Exhibit K, Sheets 1 and 2 (FPC Nos. 2225-1, —-2) should be revised in the 
manner described in the second paragraph of page two of this order, as 
modified, and Applicant should resubmit the exhibit in accordance with the 
Commission’s rules and regulations as hereinafter provided. 

(B) The time for acceptance by Applicant of the license for Project No. 
2225, granted by our order issued November 25, 1958, as modified by this 
order, is hereby extended to a period within 60 days from the date of issuance 
of this order. 

(B) This order shall become final 30 days from the date of its issuance un- 
less application for rehearing shall be filed as provided in Section 313 (a) of 
the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


HOME GAS COMPANY, DOCKET NO. G—17048 
FINDINGS AND ORDER PERMITTING AND APPROVING ABANDONMENT 
(Issued March 2, 1959) 


On November 24, 1958, as supplemented on December 12, 1958, Home Gas 
Company (Applicant) filed in Docket No. G—17048 an application, pursuant to 
Section 7 (b) of the Natural Gas Act, for permission to abandon approximately 
175 miles of 6-inch transmission pipeline located in Delaware, Sullivan, and 
Orange Counties, New York. 

The subject lines consist of two parallel 6-inch lines from Hancock to Cochecton, 
New York, and four parallel 6-inch lines from Cochecton to Port Jervis, New 
York, which lines are part of an old oil line system converted to natural gas use. 

Applicant has recently built a new 12-inch transmission line paralleling the 
subject 6-inch system, which new line is now used to perform the service formerly 
handled by the system proposed to be abandoned. There will be no abandonment 
of service. Applicant desires to sell the 6-inch system in place, removing and 
retaining the valves and fittings therefrom. 

The total credit to fixed capital for the facilities to be abandoned is $608,909. 

The estimated cost of disconnection and removal of valves and fittings is 
$600; cost of connecting some 13 present main-line consumers to the 12-inch 
line is stated to be $4,400; estimated salvage value of the facilities to be aban- 
doned is $149,049. Applicant proposes to sell the 6-inch pipe in place for $147,649. 
The purchaser will not use the pipe for transportation of natural gas. 

Savings in operating and maintenance expenses due to the abandonment are 
estimated by Applicant at $2,800 per year. 

Pursuant to due notice, a public hearing was held in Washington, D.C. on 
February 19, 1959, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Home Gas Company, a New York corporation having its 
principal place of business in Pittsburgh, Pennsylvania, is a “natural-gas com- 
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pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of January 5, 1943, in Docket No. G-345 (3 FPC 895). 

(2) The proposed abandonment of the facilities as hereinbefore described is 
subject to the requirements of Subsection (b) of Section 7 of the Natural Gas 
Act. 

(3) Such abandonment, as hereinbefore described, is permitted by the public 
convenience and necessity and an order permitting and approving the same 
should be issued as hereinafter ordered. 

(4) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) (1) 
of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Permission for and approval of the abandonment by Home Gas Company 
of the facilities as hereinbefore described, all as more fully described in the 
application in this proceeding, be and the same hereby is granted. 

(B) Applicant shall report to the Commission the date of the abandonment 
of the facilities within 10 days of the date thereof. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


WESTERN GAS SERVICE COMPANY (FORMERLY LEA COUNTY GAS 
COMPANY), DOCKET NO. G-12028; DOCKET NOS. G—16390, ET AL. 


ORDER AMENDING ORDERS ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND 
NECESSITY 


(Issued March 3, 1959) 


Western Gas Service Company, a Delaware corporation with its principal 
office in Ysleta, Texas, filed on February 23, 1959, an application to amend (1) 
an order issued August 6, 1957, In the Matter of Lea County Gas Company, 
Docket No. G—12028, 17 FPC 125, and (2) an order issued February 5, 1959, 
In the Matters of Lea County Gas Gompany, Docket Nos. G—16390, et al., 21 
FPC 164, granting certificates of public convenience and necessity to Lea County 
Gas Company, the corporate predecessor of Western Gas Service Company. 

The records of the Commission reflect that the corporate name of Lea County 
Gas Company was changed on December 19, 1958, to Western Gas Service Com- 
pany, and a certified copy of the certificate of amendment was filed with the 
Federal Power Commission on February 19, 1959. 

Upon the basis of the request received, and the files of the Commission : 

The Commission finds: 

It is in the public interest and appropriate in carrying out the provisions of 
the Natural Gas Act to amend the orders issued August 6, 1957, in Docket No. 
G-—12028, and February 5, 1959, in Docket No. G—16390, et al., by substituting the 
name Western Gas Service Company, in lieu of the name Lea County Gas Com- 
pany, now appearing therein. 

The Commission orders: 


(A) The orders of the Commission issued August 6, 1957, in Docket No. G- 
12028, and February 5, 1959, in Docket No. G—16390, et al., be and the same are 
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hereby amended so as to reflect the change in name therein from Lea County 
Gas Company to Western Gas Service Company. 

(B) In all other respects the orders referred to in (A) above shall remain 
unchanged. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


PUBLIC UTILITY DISTRICT NO. 2 OF GRANT COUNTY, WASHINGTON, 
PROJECT NO. 2114 


ORDER APPROVING INSTALLATION OF ADDITIONAL GENERATING 
AMENDING LICENSE (MAJOR) 


UNITS AND FURTHER 





(Issued March 3, 1959) 


Applications were filed December 23, 1957, and March 6, 1958, respectively, 
by Public Utility District No. 2 of Grant County, Washington, licensee for major 
Project No. 2114, located on the Columbia River in Chelan, Douglas, Kittitas, 
Grant, Yakima, and Benton Counties, Washington, for amendment of the license 
for the project and for authorization to install additional generating units as 
hereinafter specified. 

The December 23, 1957 application seeks amendment of the license for author- 
ization to construct, operate, and maintain and to include in the license two 230- 
kilovolt, three-phase, single-circuit, steel-tower transmission lines, designated as 
Priest Rapids-Midway 230 kv Lines Nos. 1 and 2, and extending closely parallel 
to each other in an easterly direction from Priest Rapids Powerhouse of the 
project to a point about one mile north of the existing Midway Substation of the 
3onneville Power Administration, thence by separate routes across the Columbia 
River to Midway Substation. The total length of No. 1 line is approximately 
7.0 miles and that of No. 2 line is about 7.5 miles. The transmission lines are 
to be located in Grant and Benton Counties, Washington. 

A preliminary investigation of the approximate route followed by the two 
transmission lines as set forth on Exhibit L, Sheet 63 (FPC No. 2114-55), filed 
as part of the application for amendment, indicates that no land of the United 
States will be occupied by the transmission-line right-of-way. However, should 
Exhibits F and K with respect to the lines—the filing of which is hereinafter 
provided for—disclose the occupancy of lands of the United States by the lines, 
a charge for such occupancy will be determined by the Commission as contem- 
plated by Paragraph (ii) of Article 47 of the license. 

By letter dated August 20, 1958, the Chief of Engineers informed the Com- 
mission that the U. S. Army Engineer District, Seattle, Washington, issued to the 
licensee a navigation permit dated October 21, 1957, which assents to constructing 
the transmission lines across the Columbia River and protects the interests of 
navigation, and that additional terms or conditions are not deemed necessary 
for insertion in the license for Project No. 2114. 

The March 6, 1958 application seeks amendment of the license to increase 
the rating of the generators of the Priest Rapids Development of the project 
from 75,050 kilowatts each to 78,850 kilowatts each and authorization to install 
initially in the development ten units instead of eight units. The rating of the 
turbines for the generating units would remain at 114,000 horsepower each. 

The proposed changes will result in increasing the initial installed capacity 
of the Priest Rapids Development from 600,400 kilowatts (eight units of 75,050 
kilowatts each) to 788,500 kilowatts (ten units of 78,850 kilowatts each). 

































































288 FEDERAL POWER COMMISSION 


The increase in the initial installed capacity was found desirable by the 
licensee since it was found that the cost for the additional units would be con- 
siderably less if installed at this time, and that such increased capacity could 
be utilized in the integrated operation of the licensee’s system with other North- 
west Power Pool Systems. 

The transformation-equipment and other facilities normally incorporated in 
a step-up substation are proposed to be installed as part of the Priest Rapids 
Powerhouse, and the need for construction of a separate substation in this 
development is thus eliminated. The switching station contemplated for the 
Priest Rapids Development will not be constructed initially, but provision for 
a future switching station is made in the lines to Midway. 

The Chief of Engineers and the Secretary of the Army have approved the 
plans filed as part of the March 6, 1958 application insofar as the interests of 
navigation are concerned. 

By letter dated January 3, 1958, the Commission advised the licensee that it 
would interpose no objection to its purchasing and installing two additional 
units Nos. 9 and 10 in the Priest Rapids Powerhouse prior to amendment of 
the license for the project. 





The Commission finds: 


(1) The installation and operation of generating units Nos. 9 and 10 as 
part of the initial installation in the Priest Rapids Powerhouse is desirable 
in the public interest to supply adequately the reasonable market demands for 
power. 

(2) The license, further amended as hereinafter provided, will not alter 
any of the basic facts upon which the license was issued. 

(3) Public notice has been given of the filing of the December 23, 1957 appli- 
cation. 

(4) The two 230-kilovolt transmission lines from Priest Rapids Powerhouse 
to Midway Substation are part of the project within the meaning of Section 
8(11) of the Federal Power Act and should be included in the license for the 
project. 

(5) The authorized installed horsepower capacity of the project as increased 
under the amendment of license is 2,004,000 horsepower, and the annual charge 
for reimbursing the United States for the costs of administration of Part I 
of the Federal Power Act, based on such capacity, as hereinafter provided, is 
reasonable. ' 

(6) It is desirable to reserve for determination at a later date the amount 
of the annual charge, if any, to be paid under the license for the project for 
the purpose of recompensing the United States for the use, occupancy, and 
enjoyment of its lands, if any, used for transmission-line right-of-way. 

(7) The following exhibits filed as part of the applications conform to the 
Commission's rules and regulations and should be approved as part of the 
license for the project: 


Priest Rapids Development 


Exhibit L | FPC No. Title 
; ; 
eee ieedmal 2114-55 | Priest Rapids-Midway 230 kv, Lines Nos. 1 and 2. 
Sheet 1.. waccwdibd | 2114-56 | General Plan and Sections. 
Sheet 3_- 2114-57 Powerhouse Plans. 
Sheet 4-- 2114-58 | Powerhouse Plan and Section. 


Sheet 5-- 2114-59 | Powerhouse Sections. 
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Evhibit M, entitled “General Description of Mechanical, Electrical and Trans- 
mission Equipment”, in two sheets, filed March 10, 1958, and relating to both 
the Priest Rapids Development and the Wanapum Development of the project, 
and superseded Exhibit “L’’, Sheets 3, 4, and 5 (FPC Nos. 2114-9, -10, and -—11), 
Exhibit L, Sheet 1 (FPC No. 2114-52), and Exhibit M, now part of the license, 
should be eliminated from the license. 

(8) Exhibits F and K with respect to transmission lines shall be filed as 
hereinafter provided. 





The Commission orders: 


(A) The installation of generating units Nos. 9 and 10 as part of the initial 
installation in the Priest Rapids Powerhouse is approved, effective as of January 
1, 1958. 

(B) The above-described exhibits filed as part of the applications are ap- 
proved as part of the license for the project. 

(C) The above-specified superseded exhibits are eliminated from the license 
for the project. 

(D) The license for Project No. 2114—which was issued to Publie Utility 
District No. 2 of Grant County, Washington, on November 4, 1955, effective 
as of November 1, 1955, and subsequently amended—is hereby further amended, 
effective as of January 1, 1959, to authorize the construction, operation, and 
maintenance and inclusion in the license of the above-described transmission-line 
facilities ; to increase the rating of the ten units proposed for the Priest Rapids 
Powerhouse; to include therein certain exhibits showing and describing said 
changes; and to eliminate from the license certain superseded exhibits; said 
amendment being: 

PARAGRAPH I. Paragraph (b) of the license is amended by— 

(i) Including therein Exhibit L, Sheets 63, 1, 3, 4, and 5 (FPC Nos. 2114-55, 
-56, -57, -58, and -59) and Exhibit M, filed March 10, 1958, and excluding 
therefrom superseded Exhibit “L”, Sheets 3, 4, and 5 (FPC Nos. 2114-9, -10, 
and -11), Exhibit L, Sheet 1 (FPC No. 2114-52), and Exhibit M, now part of 
the license; and 

(ii) Changing the description of the project to read as follows: 

(b) Principal structures consisting of: 

(1) “Priest Rapids Development” at River Mile 397 from the mouth of the 
Columbia River, to consist of a concrete ogee spillway section containing 22 
tainter gates; earthfill embankments connecting the concrete spillway and 
powerhouse to the high ground at both abutments; fish ladders and associated 
facilities; design provisions for construction of future navigation locks; a 
reservoir formed by the dam; a powerhouse integral with the dam, to contain 
ten (10) vertical shaft Kaplan turbines (in addition, there is feasibility of 
adding at least six more units) the turbines to be rated for 114,000 horsepower 
each at a 78-foot net head (total 1,140,000 hp with ten units; 1,824,000 hp 
potential final), connected to generators rated at 83,000 kva (0.95 pf) each 
(total 788,500 kw with ten units) and to contain transformers with 230-kv 
output voltage; two 230-kv single-circuit transmission lines between Priest 
Rapids powerhouse and Midway Substation of Bonneville Power Administration ; 
and appurtenant hydraulic, mechanical, and electrical facilities and miscel- 
laneous project works; and 

(2) “Wanapum Development” approximately at River Mile 415, to consist of 
a concrete ogee spillway section containing 22 tainter gates; rock-fill embank- 
ments connecting the concrete spillway and powerhouse to the high ground at 
both abutments; provision for the passage of upstream migratory fish; design 
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provisions for construction of future navigation locks; a reservoir formed by 
the dam; a powerhouse integral with the dam, to contain eight (8) vertical 
shaft, Kaplan turbines, with skeleton provisions for two similar future units 
(in addition to the installation and provision for these ten units, there is feasi- 
bility of adding at least six more units) the turbines to be rated for 108,000 
horsepower at a 75-foot net head (total 864,000 hp initial ; 1,080,000 hp with ten 
units ; 1,728,000 hp potential final), connected to generators rated at 75,000 kva 
(0.95 pf) each (total 570,000 kw initial) ; a substation and switching station; 
transmission lines; and appurtenant hydraulic, mechanical, and electrical facili- 
ties and miscellaneous project works. 

PARAGRAPH II. Article 47 of the license is amended by substituting 
“(2,004,000 horsepower)” for “(1,776,000 horsepower)” in Paragraph (i) thereof 
as the authorized installed capacity. 

PARAGRAPH III. The license for the project is amended to include therein 
the following additional special condition designated Article 52: 

Article 52. The Licensee shall file with the Commission within one year from 
the date of completion of construction of each transmission line, in accordance 
with the Commission’s rules and regulations, Exhibits F and K with respect to 
such line. 

(E) The Commission reserves for future determination the amount of the 
annual charge, if any, to be paid under the license for the project for the pur- 
pose of recompensing the United States for the use, occupancy, and enjoyment 
of its lands, if any, used for transmission-line right-of-way. 

(F) This amendment in the manner set out above shall not operate to alter 
or amend the license in any other respect, and shall not in any way constitute 
a waiver of any other part, provision or condition of the license as heretofore 
amended. 

(G) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act and failure to file such an application shall constitute ac- 
ceptance of this amendment of license. In acknowledgment of the acceptance 
of this amendment of license, it shall be signed for the Licensee and returned 
to the Commission within 60 days from the date of issuance of this order. 


3efore Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 





PACIFIC POWER & LIGHT COMPANY, DOCKET NO. E-6860 
SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE OF COMMON STOCK 


(Issued March 4, 1959) 





By order issued February 18, 1959, in the above-entitled matter, the Commis- 
sion authorized Pacific Power & Light Company (Applicant) to issue and sell 
207,852 shares of Common Stock, $6.50 par value per share, through an under- 
written subscription offering, subject to, among others, the provisions as set 
forth in Paragraph (B) of that order as follows: 

“(B) The proposed issuance and sale of Common Stock at competitive bidding 
shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2 (k) (3) of the Commission’s Regulations under the, Federal 
Power Act relating to compliance with competitive bidding requirements, and 
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Section 34.2 (k) (4) of the Regulations relating to affiliation, and shall have 
either filed such amendments or shall have mailed them and advised the Com- 
mission by telephone and telegram as contemplated by Section 34.9 of the 
Regulations ; 

(ii) The Commission, by further order, shall have approved the subscription 
price per share to be received by Applicant for the Common Stock and the com- 
pensation to be paid to underwriters under the proposed arrangement as de- 
scribed above.” 

Applicant, on March 3, 1959, filed an amendment, pursuant to the requirements 
of the aforementioned Commission order, stating that it has fixed $37.50 per 
share as the subscription price to be received by Applicant for the proposed 
issuance of Common Stock and that it proposes to accept, as representing the 
lowest aggregate amount of compensation to be paid by the Applicant to the 
underwriters, the bid of Ladenburg, Thalmann & Co. to purchase all the un- 
subscribed shares of the proposed Common Stock at the subscription price for 
an aggregate compensation of $24,311.00. 


The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements of Paragraph 
(B) of the Commission’s order issued February 18, 1959, in the above docket, 
and the subscription price to be received by the Applicant for the Common Stock 
and the compensation to be paid to the underwriters under the bid referred to 
above are reasonable. 

(2) The proposed issuance of Common Stock, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of the Applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance by the Applicant of service as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 


The Commission orders: 


(A) The subscription price to be received by the Applicant for the Common 
Stock and the compensation to be paid to the underwriters under the bid referred 
to above are approved as reasonable. 

(B) The proposed issuance and sale of Common Stock referred to above, upon 
the terms and conditions and for the purposes specified in the application, as 
supplemented by the amendment referred to above, are hereby authorized subject 
only to the provisions of Paragraphs (C), (D) and (E) of the Commission’s 
order issued February 18, 1959, in this matter. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, ET AL., DOCKET 
NOS. G-13143, HT AL. 


ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 4, 1959) 


Transcontinental Gas Pipe Line Corporation (Transco) filed a second applica- 
tion on February 13, 1959, in Docket No. G—13590 requesting the Commission to 
further amend its order accompanying Opinion No. 315 issued September 4, 1958,’ 


1The order issued September 4, 1958, 20 FPC 264, has heretofore been amended by 
order issued December 31, 1958, 20 FPC 571. 
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so as to permit Transco to reroute certain offshore Louisiana gas purchase 
laterals authorized in Docket Nos. G—131438, et al., 

The Commission’s order accompanying Opinion No. 315 granted Transco 
a certificate of public convenience and necessity authorizing the major part of 
the system expansion requested in Docket Nos. G—13143, et al., including the 
subject offshore gas purchase laterals, which included 110.50 miles of 10-inch, 
14-inch and 16-inch pipe lines plus appurtenant meter stations. The total esti- 
mated cost of the authorized facilities (adjusted for known cost changes) is 
$12,985,000 including overheads and contingencies. 

The application of Transco recites that since the issuance of the order of 
September 4, 1958, its engineers have found that by modifying the routing of 
the offshore gas purchase laterals, the pipeline mileage can be reduced to 99.90 
miles of 10, 14 and 16-inch lines and the total estimated cost of the laterals can 
be reduced to $12,224,000, including overheads and contingencies. Thus Trans- 
co’s construction cost would be reduced by approximately $761,000. 


The Commission finds: 

(1) It is in the public interest and it is necessary and appropriate to carry 
out the provisions of the Natural Gas Act, to amend the order of the Com- 
mission accompanying Opinion No. 315 issued September 4, 1958. 

(2) The construction and operation of the facilities as proposed by Transco 
in its application to amend above referred to, are required by the public con- 
venience and necessity and the certificate issued by our order of September 4, 
1958, should be amended as hereinafter ordered. 








The Commission orders: 

(A) The certificate of public convenience and necessity issued to Trans- 
continental Gas Pipe Line Corporation by our order of September 4, 1958, 
in Docket Nos. G—13143, et al., is hereby amended to authorize Transco to con- 
struct and operate the facilities described hereinbefore and more particularly 
described in its application to amend filed February 13, 1959. 

(B) In all other respects, the conditions and authorizations set forth in 
said order as heretobefore amended by order issued December 31, 1958, and the 
exercise of the rights granted therein shall remain in full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


KANSAS-COLORADO UTILITIES, INC., DOCKET NO. G—13716 


ORDER APPROVING SETTLEMENT, PROVIDING FOR FILING OF TARIFF REVISIONS AND 
TERMINATING PROCEEDING 


(Issued March 5, 1959) 





This is a rate increase proceeding based upon the proposed increased rates 
and charges of Kansas-Colorado Utilities, Inc. (Utilities). Utilities’ sole juris- 
dictional customer on its transmission system is its parent company, Plateau 
Natural Gas Company (Plateau). The estimated annual revenue increase 
sought by Utilities is $145,285 or 24%, based upon sales for the year ended 
August 31, 1957, as adjusted. Utilities also sought to convert its rate form from 
a flat rate to a two part rate, or to establish industrial resale rates. 
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On October 18, 1958, Utilities filed with the Commission First Revised Sheet 
No. 4 and Original Sheets Nos. 4-A and 4-B to its FPC Gas Tariff, Original 
Volume No. 1, proposing increased rates and charges in its firm service Rate 
Schedule G-—1 from a straight volumetric rate of 22.5 cents per Mcf to 31.6 
cents per Mcf and a new interruptible service rate schedule with a rate of 
24.6 cents per Mcf. 

On November 12, 1957, after receipt of advice by letter from the Commission, 
Utilities refiled its First Revised Sheet No. 4 and withdrew its Original Sheets 
Nos. 4-A and 4-B to its said tariff, proposing an increased rate and charge 
in its said Rate Schedule G—1 of 28.5 cents per Mcf. The increased rate was 
proposed to become effective on December 5, 1957. 

By order issued herein on November 15, 1957, the Commission set for hearing 
and suspended the proposed First Revised Sheet No. 4 until May 5, 1958, and 
until such further time as it may be made effective in the manner provided 
by the Natural Gas Act. 

Thereafter, on February 3, 1958, Utilities refiled Original Sheets Nos. 4-A 
and 4-B, First Revised Sheets Nos. 13, 14, 16 and 17, and Second Revised Sheet 
No. 4 with the request that said sheets be substituted for First Revised Sheet 
No. 4 filed on November 12, 1957. These substitutions would established two 
rate zones. The first zone, covered by Rate Schedule G—1, would comprise 
the Ulysses, Kansas, area which is located in the vicinity of some of the com- 
pany’s producing gas wells. The second zone, covered by the proposed Rate 
Schedule G-2, would consist of the remainder of the company’s transmission 
system extending into the State of Colorado. The proposed rate for the first 
zone is 16.5 cents per Mecf straight rate, while the second zone rate is a two- 
part rate of $1.06 per Mcf of demand and 23.74 cents per Mcf of gas delivered. 
Such proposed changes additionally would increase Utilities’ annual revenues 
by an estimated $146,507 over the rates in effect prior to October 18, 1957, or 
$1,272 more than the November 12, 1957, filing. 

By order issued herein on March 5, 1958, the Commission permitted the re- 
quested substitution, subject to the hearing and suspension order issued No- 
vember 15, 1957, of Original Sheets Nos. 4-A and 4-B, First Revised Sheets 
Nos. 13, 14, 16 and 17 and Second Revised Sheet No. 4 to the said tariff. How- 
ever, Utilities has not yet filed a moticn to make such substituted tariff sheets 
effective pursuant to Section 4(e) of the Natural Gas Act, and no hearing has 
been commenced thereon. 

The State Corporation Commission of the State of Kansas and the Public 
Utilities Commission of the State of Colorado have noticed their intervention 
herein. Also, by order issued herein on October 14, 1958, the City of Lamar, 
Colorado, and the Cities of Ulysses and Johnson City, both of Kansas, were 
permitted to intervene herein. 

Following informal discussions between Utilities and the various parties 
to these proceedings, an informal conference was held at Utilities’ request on 
October 9 and 10, 1958, upon notice to all parties, in offices of the Commission, 
with the Commission’s staff participating. As a result of the conference a final 
agreement was achieved by all parties respecting the matters and issues related 
to this proceeding, subject to the approval of the Commission. Written notifica- 
tion to the Commission has been received of the acceptance of all parties to 
the Statement of Proposed Settlement, dated December 8, 1958, prepared by staff 
counsel and mailed to all parties on December 9, 1958. 

The parties agreed, with appropriate reservations for the purposes of the 
settlement, that Utilities’ overall cost of service, both jurisdictional and non- 
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jurisdictional, as adjusted, for the twelve months ending December 31, 1957, 
is $642,085; that Utilities’ cost of service for jurisdictional sales in that period 
is $621,324, exclusive of certain field sales; and that the overall excess in 
Utilities’ revenues for jurisdictional sales in that period would be $9,181, as 
shown on Appendix “A” attached hereto and made a part hereof. 

The parties, furthermore, agreed to the establishment of two rate schedules, 
one of which would be applicable to sales for resale which are delivered off 
Utilities’ gathering system at 17 cents per Mef, and the other would be appli- 
eable to sales for resale which are delivered off Utilities’ transmission facili- 
ties. The latter rate schedule is to be a two part rate of 89 cents per Mcf 
of demand and 18.12 cents per Mcf of gas delivered. Appropriate refund and 
rate reduction provisions covering reductions in the cost of gas purchased by 
Utilities were also agreed upon, as were other appropriate tariff changes to 
make the aforementioned provisions effective at the earliest billing date here- 
after. 


The Commission finds: 


(1) The settlement of this proceeding on the basis proposed and agreed upon 
by the parties and filed by staff counsel on December 9, 1958, subject to the 
terms and conditions hereinafter ordered, is just and reasonable in the public 
interest in carrying out the provisions of the Natural Gas Act; such settle- 
ment should be approved and made effective as hereinafter provided and 
ordered ; and this proceeding should be terminated. 

(2) The thirty day notice period provided in Section 4 (d) of the Act and 
Section 154.22 of our Regulations thereunder (18 CFR 154.22) may be waived 
without prejudice to the interests of those who might be affected under the 
provisions of the Act, and good cause exists that such notice period be waived 
with respect to the revised tariff sheets as hereinafter filed, and such revised 
tariff sheets should be allowed to take effect as of the first day of the billing 
month following issuance of this order. 


The Commission orders: 


(A) The settlement of this proceeding on the basis and terms set forth in 
the said Statement of Proposed Settlement, proposed and agreed to between 
Kansas-Colorado Utilities, Inc. and the parties to this proceeding, is approved 
and made effective, subject to the terms and conditions hereinafter ordered. 

(B) Utilities shall, within 15 days from the date of issuance of this order, 
file tariff sheets satisfactory to the Commission containing revised rate schedules 
and appropriate changes in accordance therewith, as follows: 

(1) Substitute Second Revised Sheet No. 4 to Utilities’ FPC Gas Tariff, 
Original Volume No. 1, providing Rate Schedule F-1 to be available to Plateau 
Natural Gas Company for the purchase of natural gas from Utilities, which 
is delivered off its field or gathering facilities, at the rate of 17.0 cents per Mcf. 

(2) Substitute Original Sheets Nos. 4-A and 4-B to said tariff, providing 
Rate Schedule G—1, to be available to any buyer for the purchase for resale 
of natural gas from Utilities, which is delivered off its transmission facilities, 
at the two-part rate of 89 cents per Mcf of billing demand and 18.12 cents per 
Mcef of gas delivered. 

(3) Substitute First Revised Sheets Nos. 18, 14, 16 and 17 to said tariff, 
setting forth appropriate changes in the Form of Service Agreement and Index 
of Buyers contained in said tariff, to conform to the rate schedules required to 
be filed in accordance with paragraphs (1) and (2) above. 
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(C) Original Sheets Nos. 4-A and 4-B, First Revised Sheets Nos. 13, 14, 16 
and 17 and Second Revised Sheet No. 4, as filed by Utilities on February 3, 
1958, are deemed to be withdrawn as rate schedules and will be retained for 
informational purposes in the files of the Commission. 

(D) The thirty day notice period provided in Section 4 (d) of the Act and 
Section 154.22 of our Regulations thereunder (18 CFR 154.22) is hereby waived 
with respect to the revised tariff sheets hereinabove ordered to be filed by 
Utilities, and said revised tariff sheets shall become effective as of the first 
day of the billing month following the issuance of this order. 

(E) Within sixty days after receipt of the refund of any excess charges for 
gas purchased by Utilities from Colorado Interstate Natural Gas Company, 
arising out of the proceedings in Dockets Nos. G—2576, G-11717 and G—13541, 
Utilities shall refund such part of the amount, including principal and interest, 
received by it as is applicable to sales made under its FPC Gas Tariff, Original 
Volume No. 1; the same to be distributed in proportion to the volumes of gas 
purchased under the two aforementioned rate schedules during the period from 
and after the effective date specified in paragraph (D) hereof, without addi- 
tional cost or liability to Utilities. 

(F) Additionally, within sixty days from the date of the final order in any 
of said Docket Nos. G—2576, G-11717 and G—13541, Utilities shall file schedules 
providing reduced rates reflecting the reduction in the cost of gas purchased 
from Colorado Interstate Gas Company utilized in the aforementioned cost of 
service, such reduced rates to become effective as of the effective date of any 
decrease in the rates at which it purchases gas. Provided, further, That in the 
making of any refunds herein contemplated, Utilities shall include all monies 
accruing during the period beginning with the effective date specified in para- 
graph (D) hereof, and ending with the effective date of the revised rate 
schedules to be filed pursuant to this paragraph. 

(G) Upon Utilities’ compliance with the foregoing provisions of this order, 
the proceeding in this docket is hereby terminated, subject to the terms and 
conditions contained in this order. 

(H) This order is without prejudice to any findings or orders which have 
been or may hereafter be issued by the Commission in any proceeding now 
pending or hereafter instituted by or against Utilities. 


APPENDIX A 


Kansas-Colorado Utilities, Inc., allocation of cost of service, year 1957 














Plateau Natural Gas Company 
i a ae ee ee le Ce 
Particulars | field | Total 
Transmis- | Ulysses sales | system 
sion & Total } 
| Kendall 
Annual sales (Mef) __| 2,404,734 | 385,535 | 2,790, 269 | 2,790, 269 
Peak Deliveries (Mef)- eat 8, 534 1,816 10, 350 | | 10, 350 
Gas supply and gathering-.. | $310,348 | $49,768 | $360,116 | $20,751 | $380, 867 
Transmission: | | 
Demand._-.--- Sila icitians 108, 661 |....--- ' ; ; 108, 661 
Commodity. 196, 708 }_......... | i | 129, 738 
Distribution: | 
Demand.....-- | 9, 407 | 2, 002 | 11, 409 | 11, 409 
Commodity. | 9, 833 1, 577 11, 410 11, 410 
Total cost of service _-- --| 567,987 53, 347 621,334 | 20,751 642, 085 
Actual revenues. 541, 066 86, 745 627,811 | 20,751 648, 562 
Revenues under proposed rates _- | 553, 089 65, 541 618,630 | 20,751 639, 381 
Difference... ---.- --- aioe | 12, 023 (21, 204) (9, 181) 9, 181) 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


GEORGIA POWER COMPANY, PROJECT NO. 2177 


ORDER ISSUING LICENSE (MAJOR) 


(Issued March 5, 1959) 


On February 14, 1956, Georgia Power Company of Atlanta, Georgia (Appli- 
cant), filed an application for a license under Section 4 (e) of the Federal Power 
Act (hereinafter referred to as the Act) for Project No. 2177, known as the 
Middle Chattahoochee Project, situated on the Chattahoochee River in Harris and 
Muscogee Counties, Georgia, and Chambers, Lee and Russell Counties, Alabama, 
near the towns of Columbus, Georgia, and Phenix City, Alabama. Applicant 
asks that the term of the license be for a period of 50 years from the date of its 
issuance. 

The aforementioned application for license described the Middle Chattahoochee 
Development as consisting of the existing Goat Rock Plant, the future Oliver 
Dam Plant, and the existing North Highlands Plant. 

On October 8, 1956, Applicant filed a supplement to its application to include, 
as part of the Middle Chattahoochee Project, Applicant’s constructed Bartlett’s 
Ferry Development. This development was constructed under Commission license 
as Project No. 485 issued on December 15, 1924 to a predecessor of Applicant 
for a period of 50 years, effective as of April 1, 1924, and which will expire 
March 31, 1974. The license for Project No. 485 was transferred to Applicant 
effective as of June 26, 1930. 

Pursuant to request therefor, the Commission by letter dated May 21, 1957 
advised Applicant that the Commission would interpose no objection to Appli- 
cant’s proceeding, at its own risk, with construction of the Oliver Development 
prior to issuance of any license for the project. 

According to studies made by the Commission staff, the existing North High- 
lands Development would not make the best use of water which would be re- 
leased in the operation of the Oliver Development. The staff’s studies show 
that redevelopment of North Highlands site to increase the installed capacity 
from 6,900 kilowatts to 30,000 kilowatts to utilize efficiently the full water 
releases from the proposed Oliver Dam Plant is economically feasible. 

In this connection, Applicant has advised us by letter dated November 17, 1958, 
that its engineering studies also show that redevelopment of North Highlands 
would be economically feasible within the immediate future. Applicant states 
it plans to spend within the next four years (1959 through 1962) approximately 
$7,600,000 on this redevelopment. This work would consist of a completely 
new installation of turbines and generators having a total installed capacity of 
about 30,000 kilowatts, reconstruction of the powerhouse, intake structure, and 
superstructure, together with all the equipment incident thereto, and such other 
new facilities as may be required. 

Thus, we have before us a proposal for license for: (1) the Goat Rock Develop- 
ment which was constructed, beginning in 1909, by a predecessor company, with 
two units of 4,800 horsepower each placed in service in 1912, one each of 8,000 
horsepower in 1915 and 1920, and one unit each of 7,000 horsepower in 1955 and 
1956; (2) the proposed redevelopment of the North Highlands site by construction 
of new facilities and an increase in installed capacity from 6,900 kilowatts to 
30,000 kilowatts; (3) the proposed Oliver Development; and (4) the Bartlett’s 
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Ferry Development which was constructed as Project No. 485 under a 50-year 
license issued by this Commission on December 15, 1924. 
The Chattahoochee River, which drains 8,650 square miles, is 436 miles long. 
Below West Point, Georgia (river mile 198), the west or right bank of the river 
is the boundary between Georgia and Alabama, and in the 26 river miles from the 
southeast corner of Alabama to its junction with Flint River, mid-channel is the 
boundary between Georgia and Florida. Thereafter, the joined rivers form the 
Apalachicola River flowing through Florida into the Gulf of Mexico. 

The upper reaches of the Chattahoochee River and its headwater tributaries 
are characterized by the steep slopes of mountain streams, but below mile 397 
and for a distance of about 200 miles the slope is fairly uniform, averaging 2.6 
feet per mile to West Point (mile 198). From thence to Columbus, Georgia 
(mile 160), the river falls 368 feet within a distance of about 38 miles, or an 
average fall of 9.7 feet per mile. In the 145 feet of fall in the Chattahoochee 
River from Columbus to its juncture with Flint River, the average slope is 0.9 
foot per mile, with variations between 1.2 feet in the upper reaches and 0.6 foot 
downstream. Throughout this section, the average width of the Chattahoochee 
is about 300 feet, and in an average year its depth varies from a minimum of four 
feet during December through August to a minimum of two feet during the 
remaining three months. 

The North Highlands, Oliver, Goat Rock, and Bartlett’s Ferry sites involved 
in this proceeding are located in the 38 mile section between Columbus and West 
Point, Georgia. 

According to available historical information, the section of the Chattahoochee 
River below Columbus and the section between West Point, Georgia (mile 198), 
and Standing Peachtree, a small village just upstream from Peachtree Creek, 
in the vicinity of Atlanta, at about mile 300 have been used for the transporta- 
tion of persons and property at least since the War of 1812. 

The first steamboat reached Columbus, Georgia, in March of 1828. In the 98 
subsequent years to 1926 nearly 200 different steamboats plied the section of the 
river between Columbus and the mouth of the Chattahoochee River. Statistical 
data in the Annual Reports of the Chief of Engineers show substantial volumes 
of transportation of person and property over a long period of years in this 
stretch of the river. 

In the section of the river between West Point (river mile 198) and the for- 
mer village of Standing Peachtree (river mile 300) large canoes, barges and 
flat boats have been used in the past for the transportation of produce such as 
flour, sugar, coffee and salt. This commerce was carried on beginning some- 
time during the period 1825 to 1830. No statistics have been found to indicate 
the precise volume of this commerce but it was substantial at times as is 
indicated by local histories. 


1For example, in the period from 1907 through 1936 commerce on the Chattahoochee 
River from its mouth to Columbus, Georgia, ranged from 5,373 tons in 1921 to 139,699 
tons in 1928. The value of cargoes hauled ranged from $47,915 in 1936 to $12,000,000 
in 1913. The greatest volume of passenger traffic occurred in 1918 when 6,832 passen- 
gers were carried. In 1936 the main items of commerce were sand, gravel and coal. This 
traffic was handled by barges and two boats which made 1,072 trips through the year. 
(Chief of Engineers Reports for 1922, Part II, p. 650; 1915, p. 726; and 19387, Part II, 
p. 618). 

For the years 1937 through 1942, a total of 380,162 tons of material were transported in 
the section of the Chattahoochee River from its mouth to Columbus, Georgia. (Annual 
Report of the Chief of Engineers, 1947, Commercial Statistics, Part IT, p. 680). 

For the years 1943 through 1947 a total of 110,747 tons of material and 19,946 pas- 
Sengers were transported on the Chattahoochee in the same section. (Annual Report 
of the Chief of Engineers, 1958, Part II, p. 770). 
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Beginning in 1826, the State of Georgia undertook various projects to improve 
the Chattahoochee River for navigation. During that year, the State appro- 
priated $10,000 for improvement of that river above Coweta Falls at mile 168, 
and passed legislation designed to keep open main channels of that river and 
the Flint River for purposes of navigation. In 1827, the State appropriated 
$10,000 for improvement of navigation on the Chattahoochee from Coweta Falls 
to its confluence with the Flint River at mile 0. In 1851-52, the State incor- 
porated the Warsaw Navigation Company for the purpose of clearing the Chat- 
tahoochee River for navigation in Gwinnett and Hall Counties (mile 325 and 
mile 395), and in 1882-83 incorporated Chattahoochee Navigation Company with 
privilege granted to clear the Chattahoochee River from West Point Factory 
(mile 178.5) in Harris County to Bentley’s Mills (mile 210) in Troup County 
for the purpose of navigation. During the same period, the State authorized 
amendment of the Chattahoochee Navigation Company’s charter so as to permit 
the Company to extend the clearing of the Chattahoochee from the West Point 
Factory to Franklin in Heard County (mile 238). 

Congressional interest in improving the Chattahoochee River for navigation 
began as far back as 1871 when on March 3 of that year Congress enacted a 
River and Harbor Act (16 Stat. 542) appropriating funds to the Secretary of 
War for a survey of the river from Columbus to its mouth. The first navigation 
project for the Chattahoochee River was adopted in 1874. It was to provide 
for securing a channel 4 feet deep at low water and 100 feet wide from the mouth 
of the river to Columbus by the removal of timber obstructions, dredging, con- 
struction works, and shore protection. 

This project was modified in 1945 to provide for a 6-foot channel and was sub- 
sequently further modified in 1946 to authorize the existing project for naviga- 
tion and power on the Apalachicola-Chattahoochee River system to secure a 
channel depth of 9 feet and a minimum width of 100 feet from the mouth of the 
Apalachicola to Columbus on the Chattahoochee, about 268 miles by river. This 
is to be accomplished by removing obstructions and other similar channel work 
and by the construction of a lock and dam at the Jim Woodruff site (mile 107 
above mouth of Apalachicola) and a lock and dam at the Walter F. George site 
(formerly Ft. Gaines, mile 75.2 on Chattahoochee). In addition, Congress 
authorized construction of Buford dam and reservoir near Buford, Georgia (mile 
348 on Chattahoochee), with a storage capacity of 2,554,000 acre-feet for flood 
control, hydroelectric power, increased flow downstream for navigation and 
increased municipal water supply. This existing project is set forth in House 
Document 300, 80th Congress, 1st Session as authorized by the River and Harbor 
Act of 1946 (60 Stat. 635). 

The Buford dam and reservoir and the Jim Woodruff lock and dam have been 
completed and the Walter F. George dam and lock is under construction. Based 
on 1957 price levels, this new work is estimated to cost about $188,000,000, 
including about $1,250,000 for dredging in the Apalachicola River. 

The 40-mile reach of the river above Columbus between West Point at mile 198 
and Franklin at mile 238 was improved for navigation following a survey 
directed in the River and Harbor Act of 1890. A total of $15,000 was appropri- 
ated in Congressional acts of 1892, 1896 and 1898, to remove the lesser rock 
shoals, sand and gravel bars by excavation and works of contraction, to remove 
overhanging trees from the channel, and to overcome the more serious obstruc- 
tions by the construction of locks and dams to give a minimum depth of 3 feet 
at low water in the channel between West Point and Franklin. Of the total sum 
appropriated, $9,680.84 was expended on such work. 

The United States Geological Survey reports, based upon the Survey’s gage 
on the Chattahoochee River at Columbus, Georgia (which records flow from a 
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drainage area of 4,670 square miles), show an average discharge for 26 years 
of 6,480 cfs at that point. If the Goat Rock and proposed Oliver reservoirs, 
having usable storage capacities of 5,000 and 7,000 acre-feet, respectively, should 
be reduced to their lower limits of drawdown and should no flow be permitted 
past the Oliver dam, the combined pondage of the two reservoirs would be 
capable of storing the average flow of 6,480 cfs for about 22 hours. Withholding 
this flow could reduce the stage of the river at Columbus by as much as six feet. 

Staff charts prepared from plant operating data furnished in the application 
for license show a fluctuation of as much as two feet in the stage of the river 
at Columbus caused by the operation of the Goat Rock Plant. 

The Commission has previously considered its licensing authority over projects 
at various sites on the Chattahoochee River. As a result of the filing, pursuant 
to Section 23(b) of the Federal Power Act, of a declaration of intention to con- 
struct project works at the Bartlett’s Ferry site, the Commission found on 
March 24, 1924, in DI-63 that the storage contemplated in the proposed project 
would materially affect the navigable capacity of the Chattahoochee River below 
Columbus and that the interests of interstate and foreign commerce would be 
affected by the construction and operation of the proposed project (FPC Fourth 
Annual Report, p. 139). 

In issuing a preliminary permit on August 22, 1929, to J. Smith Lanier and 
others for proposed Project No. 870 to be located on the Chattahoochee River 
in the section extending upstream from West Point (mile 198) for about 38 
miles, the Commission found that the Chattahoochee River “in the part involved 
is ‘navigable waters’ within the definition” in the Federal Water Power Act 
(FPC Tenth Annual Report, pp. 54-55, 214). 

In issuing a preliminary permit on May 10, 1955, to Applicant for the pro- 
posed Project No. 2177, known as Clapps Factory development (now called 
Oliver), to be located on the Chattahoochee River at about river mile 163.5 or 
about % mile upstream from the city limits of Columbus, the Commission found 
that the interest of interstate or foreign commerce would be affected by con- 
struction and operation of that proposed development (14 FPC 728). 

In the last few years we have had at least four cases in which we considered 
the license term problem in connection with the licensing of constructed project 
works. These cases arose upon applications for licenses by The Montana 
Power Company, Project No. 2188 (15 F.P.C. 1330), Carolina Aluminum Com- 
pany, Project No. 2197, Carolina Power & Light Company, Project No. 2206, 
(19 F.P.C. 704) and Duke Power Company, Project No. 2232 (20 F.P.C. 360). 
The principles set forth in those decisions appear to be controlling here with 
respect to the license term problem. 

Although the Chattahoochee River below Columbus has been determined 
previously to be a navigable water of the United States and a stretch of the 
river upstream from the location of the constructed project works under con- 
sideration here has also been so determined, we are not advised of any prior 
determination that the 38-mile stretch of the river above Columbus involved 
in this proceeding is a navigable water of the United States, making Applicant’s 
prior operation and maintenance of its existing Goat Rock and North Highlands 
Developments in that stretch unlawful under Section 23 (b) of the Federal 
Power Act. In this 38-mile section the fall or slope of the river is steep in 
comparison to the stretches above and below. For that reason this section 
lends itself to power development. In fact, official notice may not be taken 
of navigability of sections of rivers unless it is a matter of general knowledge 
that such sections are navigable. That fact must be determined through evi- 
dence unless it is a matter of general knowledge, U. S. v. Utah, 283 U. S. 64, 77. 
We do not think there is general knowledge that the 38-mile stretch of the river 
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above Columbus is navigable. In fact, we have found no evidence of naviga- 
tion in this stretch of the river, but it is located between sections that have 
been navigated. Furthermore, there has not been a prior Commission deter- 
mination that the existing Goat Rock and North Highlands Developments affect 
navigable capacity downstream from those developments or that they otherwise 
affect the interests of interstate or foreign commerce. 

As we said in the Duke case we make no distinction with respect to the 
license term between a case in which the constructed project works are located 
in a section we find to be navigable waters of the United States at the time of 
licensing (the situation in this case) and a case in which the constructed 
project works are located upstream from a section found to be navigable, but 
are found to affect the interests of interstate and foreign commerce (the situa- 
tion in the Carolina Aluminum and Carolina Power cases). Therefore, if the 
existing Goat Rock and North Highlands Developments were unlawful under 
the Federal Power Act, they would also be unlawful under the River and 
Harbor Act of 1899, 33 U.S.C. 401, 403 from the date of their construction. 
Compare United States v. Appalachian Power Company, 311 U. S. 377, 398. 
Accordingly if the existing Goat Rock Development had been operated unlaw- 
fully it would appear that any license issued should be made effective as of the 
time of its construction. The Goat Rock Development has been in operation 
for approximately 50 years. 

The legislative history of the Act concerning the term of a license dem- 
onstrates the desirability of having a license expire at the same time with 
respect to all of the project works. Moreover, the legislative history shows 
that this was the principal reason for not making a 50-year term mandatory 
under the Act. Although a 50-year license period is not mandatory we must 
have a rational basis for specifying a shorter period. We find no basis in this 
proceeding for specifying any period less than 50 years extending from January 
1, 1955, the year in which the first additional unit was installed at Goat Rock 
without having filed a declaration of intention to do so as required by the 1935 
amendment to Section 23 (b) of the Act. 

We have considered Applicant’s request that we include in this license the 
existing Bartlett’s Ferry Development constructed under a 50-year license issued 
by the Commission and expiring in 1974. Under Applicant’s proposal the exist- 
ing license for Bartlett’s Ferry apparently would be surrendered if Bartlett's 
Ferry should be placed under a new license for a period of 50 years from the 
date of its issuance. 

Applicant states that the inclusion of its Bartlett’s Ferry Development in 
Project No. 2177 is desirable and justified in the public interest for the purpose 
of improving or developing the Chattahoochee River for the maximum use or 
benefit of interstate or foreign commerce. Among other reasons advanced by 
Applicant are that the North Highlands, Oliver and Goat Rock Developments 
are substantially run-of-river plants contiguous to each other and are immedi- 
ately downstream from Bartlett’s Ferry reservoir; are entirely dependent upon 
the seasonal storage capacity and operation of Bartlett’s Ferry for proper and 
economical operation; and that the importance of unified control to attain 
complete hydraulic co-ordination is made apparent by the fact that North High- 
lands, Oliver and Goat Rock Developments would completely deplete their 
available storage in a relatively short period if releases were discontinued at 
Bartlett’s Ferry for reasons beyond Applicant’s control. 

We have fully considered this proposal of Applicant and it appears to us to 
be based on an assumption which we cannot accept which is that either this 
Commission or the Congress of the United States would authorize a method 
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of operation of the Bartlett’s Ferry Development at a period subsequent to 
the expiration date of its license which would negate or impair the compre- 
hensive plan for development of the Chattahoochee River, including water 
power, navigation, and other beneficial public uses, including wildlife resources. 

The general principles with respect to this question stated in Alabama Power 
Company, Project No. 2146 (18 FPC 257, 265) appear applicable here. Although 
we can see advantages which might accrue to Applicant if we should include 
Bartlett’s Ferry in this license for Project No. 2177, we see no reason why the 
comprehensive development of the Chattahoochee River will be impaired by 
our failure to include that development in this license, and we do not otherwise 
find adequate justification for including it. 

The license hereinafter issued contains conditions requiring that the dams 
be designed to permit the construction of locks thereat, if the interests of navi- 
gation so demand, and that the licensee furnish rights-of-way for such facilities 
and water in such amounts as may be necessary for navigation. Moreover, the 
existing Goat Rock and the proposed Oliver Developments will re-regulate dis- 
charges from Bartlett’s Ferry Project No. 485 so as to increase the low flows 
of the river downstream for navigation purposes. 

The Assistant Chief of Engineers for Civil Works, Office of the Chief of En- 
gineers, Department of the Army, in reporting on the application, offered no 
objection to the application, provided any license issued contain certain terms 
and conditions in the interest of navigation as hereinafter provided. The plans 
of the structures affecting navigation were approved as satisfactory insofar as 
the interests of navigation are concerned in accordance with Section 4 (e) of 
the Act. 

An Assistant Secretary of the Interior, in reporting on the application, rec- 
ommended inclusion in the license of certain conditions in the interests of fish 
and wildlife resources and in support of archeological and historical data which 
may be in the area of the proposed Oliver Development. Although this license 
does not include the several conditions as recommended, it does contain condi- 
tions for the protection of the interests mentioned. 


The Commission finds: 


(1) The Applicant is a corporation organized under the laws of the State 
of Georgia and has submitted satisfactory evidence of compliance with the re- 
quirements of all applicable State laws insofar as necessary to effect the purposes 
of a license for the project. 

(2) The application for license should be denied insofar as it requests the 
inclusion of the Bartlett’s Ferry Development in the license hereinafter 
authorized. 

(3) The project consists of : 

(a) All lands constituting the project area and inclosed by the project boundary 
or the limits of which are otherwise defined, and/or interest in such lands, 
necessary or appropriate for the purposes of the project, whether such lands or 
interest therein are owned or held by the Licensee or by the United States; 
such project area and project boundary being more specifically shown and 
described by certain exhibits which are to be filed as hereinafter provided. 

(b) All project works consisting of: 

(1) The constructed Goat Rock Development. A concrete gravity dam com- 
prised of an overflow spillway section surmounted with 4-foot flashboards, a 
powerhouse intake section and two non-overflow sections; a reservoir about 
6 miles long, extending to Bartlett’s Ferry dam, with an area of 1,400 acres 
at a normal pool elevation of 404 feet and about 5,000 acre-feet of usable storage; 
a powerhouse, integral with the dam containing six horizontal turbines (two 
rated at 8,000 horsepower each, two at 4,800 horsepower each, and two at 7,000 
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horsepower) which are connected to four 5,000-kilowatt and two 3,000-kilowatt 
generators; a substation; and appurtenant mechanical and electrical equipment; 

(2) The proposed Oliver Development. A concrete gravity dam comprised of 
a gated spillway section, a powerhouse intake section and two non-overflow sec- 
tions; a reservoir extending about 8% miles to the Goat Rock dam, with an 
area of 2,400 acres at the top of the power pool, elevation 337 feet and about 
7,000 acre-feet of usable storage; a powerhouse, integral with the dam contain- 
ing three 25,400 horsepower turbines and one 8,500 horsepower turbine connected 
to three 18,000-kilowatt generators and one 6,000-kilowatt generator; a sub- 
station; and appurtenant mechanical and electrical equipment; and 

(3) The proposed North Highlands Development with an installation of 30,000 
kilowatts. 


the location, nature, and character of which are more specifically shown and 
described by the exhibits hereinbefore cited and by certain other exhibits which 
also formed part of the application for license and which are designated and 
described as follows: 

EBehibit L: General Plans of Structures 


F.P.C. No. Description 
Goat Rock Development 


2177-6 General Plan, elevation and typical sections of dam. 
2177-7 Floor Plan and transverse section of powerhouse. 


Oliver Development 
2177-8 General plan, elevation and typical sections of dam. 
2177-9 Plan and transverse section of powerhouse. 

Evhibit M: Six typewritten sheets, General Description of Mechanical, Elec- 
trical and Transmission Equipment, only insofar as it describes the equipment 
for the Goat Rock and Oliver Developments, filed in the Commission Febru- 
ary 15, 1956. 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as part of the project is 
approved or acquiesced in by the Commission; also, all riparian or other rights, 
the use or possession of which is necessary or appropriate in the maintenance 
or operation of the project. 

(4) The constructed developments have been and are operated as a unit and 
when constructed the Oliver Development and the North Highlands Redevelop- 
ment will be operated as a unit with the constructed developments. 

(5) The constructed development, the proposed Oliver Development and the 
North Highlands Redevelopment are parts of the project herein authorized 
within the meaning of Section 3 (11) of the Act. 

(6) The existing navigation project on the Apalachicola-Chattahoochee Rivers 
provide for a channel depth of 9 feet for a minimum width of 100 feet from 
the mouth of the Apalachicola to approximately river mile 160 on the Chatta- 
hoochee near Columbus, Georgia. 

(7) The Apalachicola and Chattahoochee Rivers from the mouth of the 
former at least up to a point on the latter in the vicinity of Atlanta, Georgia, 
at about river mile 300 are navigable waters of the United States. 

(8) The constructed project developments are or may be operated by Appli- 
cant 60 as to effect the navigable capacity of the Chattahoochee River. 

(9) The proposed Oliver Development and the proposed North Highlands 
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Redevelopment will be capable of operating in such a manner as to affect the 
navigable capacity of the Chattahoochee River. 

(10) The project is located on navigable waters of the United States and 
will affect the interests of interstate or foreign commerce. 

(11) No conflicting application is before the Commission. Public notice has 
been given of the filing of the application for a license. 

(12) The Applicant has submitted satisfactory evidence of its financial ability 
to construct the Oliver Development and the North Highlands Redevelopment 
and to operate the project. 

(13) The issuance of a license as hereinafter provided will not affect the 
development of any water resources for public purposes which should be under- 
taken by the United States. 

(14) Subject to the terms and conditions hereinafter specified, the project 
is best adapted to a comprehensive plan for improving and developing a water- 
way or waterways for the use or benefit of interstate and foreign commerce, 
for the improvement and utilization of water power development, and for other 
beneficial public purposes, including recreational purposes. 

(15) The project is desirable and justified in the public interest for the pur- 
pose of improving and developing a waterway or waterways for use in interstate 
or foreign commerce. 

(16) The amount of the annual charge to be paid under the license for the 
purpose of reimbursing the United States for the costs of administration with 
Part I of the Act is reasonable as hereinafter fixed and specified. 

(17) The installed horsepower capacity of the project hereinafter authorized 
for the purpose of computing the capacity component of the administrative an- 
nual charge is 154,600 horsepower, (Goat Rock, 34,600; Oliver, 80,000; and re- 
developed North Highlands, 40,000) and the energy generated by the constructed 
Goat Rock Development is used for public utilities purposes as will that gen- 
erated by the proposed Oliver Development and by the proposed North High- 
lands Redevelopment. 

(18) In accordance with Section 10 (d) of the Act, the rate of return upon 
the net investment in the project, and the proportion of surplus earnings to be 
paid into and held in amortization reserves, are reasonable as hereinafter 
specified. 

(19) Exhibits L and M, designated and described in finding 3 above, conform 
substantially with the Commission’s rules and regulations and should be ap- 
proved as part of the license for the project. Exhibit K for the entire project 
is not complete in that it does not adequately show lands, area of lands within 
and without the project boundary, and other information required by the 
Commission’s rules and regulations, and revised Exhibits J, K and an Exhibit F 
should be filed as hereinafter provided; also revised Exhibits L and M showing 
the redeveloped North Highlands Development should be filed as hereinafter 
provided. 

(20) It is desirable to reserve for future Commission determination the ques- 
tion of what transmission lines and appurtenant facilities, if any, should be 
included in this license. 

(21) In order to insure the maximum benefits of the water resources, provi- 
sion shall be made for coordination of operation of the projects with the opera- 
tions of other utilities in the area. 


The Commission orders: 


(A) This license is issued to Georgia Power Company (hereinafter referred 
to as the Licensee) under Section 4 (e) of the Federal Power Act for a period 
of 50 years, effective as of January 1, 1955, to authorize the continued operation 
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and maintenance of the constructed Goat Rock Development, to authorize the 
construction, operation and maintenance of the redeveloped North Highlands 
Development, and of the proposed Oliver Development (which developments 
for the purposes of this license shall be considered as units of one complete 
project designated in the records of the Commission as Project No. 2177) lo- 
cated on the Chattahoochee River, navigable waters of the United States, sub- 
ject to the terms and conditions of the Act which is incorporated herein by 
reference as a part of this license, and subject to such rules and regulations 
as the Commission has issued or prescribed under the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form IL-4 (December 15, 1953), entitled “Terms and Conditions of Licenses 
for Unconstructed Major Projects Affecting Navigable Waters of the United 
States” (16 FPC 1284), which terms and conditions, designated as Articles 1 
through 18, are attached hereto and made a part hereof, except for the last, 
sentence of Article 12 and Articles 13 and 14 thereof; and subject to the follow- 
ing special conditions set forth herein as additional articles: 

Article 19. The Licensee shall pay to the United States the following annual 
charge: 

(i) For the purpose of reimbursing the United States for the cost of ad- 
ministration of Part I of the Act one (1) cent per horsepower on the authorized 
installed capacity (154,600 horsepower) plus two and one-half (214) cents per 
1,000 kilowatt-hours of gross energy generated during the calendar year for 
which the charge is made. 

Article 20. The Licensee shall commence construction of the Oliver Develop- 
ment within one year of the date of issuance of this license and with due dili- 
gence prosecute and complete construction of the entire project, including the 
redeveloped North Highlands Development by December 31, 1962. 

Article 21. The actual legitimate original cost, estimated where not known, 
and the accrued depreciation of the parts of the project completed prior to the 
effective date of the license shall be determined by the Commission as of such 
effective date, in accordance with the Act, and the rules and regulations of 
the Commission, and such cost less such accrued depreciation, so determined, 
shall be the net investment in the project as of such effective date. 

Article 22. The actual legitimate original cost of the parts of the project to be 
completed after the effective date of the license, and of any addition to or 
betterment of the project, shall be determined by the Commission in accordance 
with the Act and the rules and regulations of the Commission thereunder. 

Article 28. The Licensee shall cooperate with the Alabama Department of 
Conservation, the Georgia Game and Fish Commission, and the U. S. Fish and 
Wildlife Service during the period of final planning, project construction, and 
operation of the proposed and existing units of the project, and comply with 
such reasonable modifications of the project structures and such reasonable 
modifications of the project operations in the interest of fish and wildlife re- 
sources, provided that such modifications shall be reasonably consistent with 
the primary purpose of the project and not unduly impair the power value of 
the project, as may hereafter be prescribed by the Commission upon the recom 
mendations of the Alabama Department of Conservation, the Georgia Game and 
Fish Commission and the Secretary of the Interior after notice and an op- 
portunity for hearing and upon a finding based on substantial evidence that such 
modifications are necessary and desirable, and consistent with the provisions 
of the Federal Power Act: Provided, however, that no modifications of project 
structures shall be required unless recommendations are made by the Alabama 
Department of Conservation or the Georgia Game and Fish Commission or 
the Secretary of the Interior within 10 months from the date of issuance of 
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this license or within such time thereafter as may be prescribed by the Com- 
mission upon request made by the interested agencies within the ten-month 
period. 

Article 24. The Licensee shall prior to flooding clear all lands in the bottom 
and along the margin of the Oliver reservoir up to high water level, and shall 
dispose of all temporary structures, unused timber, brush, refuse, or inflammable 
material resulting from the clearing of the lands or from the construction and 
maintenance of the project works. In addition, all trees along the margin of 
the reservoir which may die during the operation of the project shall be removed. 
The clearing of the lands and the disposal of the material shall be done with due 
diligence and to the satisfaction of the authorized representative of the 
Commission. 

Article 25. The Commission reserves the right to determine at a later date 
what transmission facilities, if any, shall be included in the license as a part of 
this project. 

Article 26. The Licensee shall submit not later than January 1, 1960, in 
accordance with the Commission’s rules and regulations, revised Exhibits F, 
J and K for the entire project and final design Exhibit L drawings and Exhibit 
M for the redeveloped North Highlands Development; and the Licensee shall 
not begin redevelopment of North Highlands until the Commission has approved 
the Exhibit L drawings. 

Article 27. The Licensee shall, for the protection of navigation, construct, 
maintain and operate at its own expense such lights and other signals on fixed 
project structures in or over navigable waters of the United States as may be 
directed by the Secretary of the Department in which the Coast Guard is 
operating. 

Article 28. The Licensee shall cooperate with the National Park Service and 
interested State agencies in the survey and salvage of archeological data in the 
area to be flooded by the Oliver reservoir. 

Article 29. The Licensee shall to the maximum feasible extent coordinate the 
operation of the project under this license with the systems with which it may be 
interconnected, taking into account existing and future situations as to: amount 
of regulated flow available at-site and upstream from the project; generating 
capacity at hydroelectric and other power plants; and magnitudes and char- 
acteristics of loads to be served not only by the Licensee but also by inter- 
connected electric utilities ; and, the Commission reserves the right, after oppor- 
tunity for hearing, to order such coordination of operations or changes therein 
as it finds to be economically feasible and in the public interest, and to require 
the submission of reports and filing of agreements, contracts, and other papers 
relating to the coordination of operations, whenever requested by the Com- 
mission or changes are made or accepted by the Licensee: Provided, however, 
That the provisions of this article shall not be construed to require interconnection 
and coordination without compensation for benefits conferred upon other systems. 

(C) The exhibits referred to in finding (19) above as conforming substantially 
with the Commission’s rules and regulations are approved as part of this license. 

(D) The application for license is denied to the extent that it seeks inclusion 
in this license of the existing licensed Bartlett’s Ferry Project No. 485. 

(E) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this license. In acknowledgment of the acceptance of this license, 
it shall be signed for the Licensee and returned to the Commission within 60 days 
from the date of issuance of this order. 

Commissioner Kline not participating. 
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MICHIGAN WISCONSIN PIPE LINE COMPANY, DOCKET NO. G—10524 
ORDER ON EXCEPTIONS 
(Issued March 6, 1959) * 
Syllabus 


1. Commission defers consideration on the issue of whether refunds which may 
be received by Mich-Wis from its suppliers Phillips and American Louisiana 
should be passed on to its customers. P. 308. 

2. Commission approves under Section 4 of the Natural Gas Act rate contained 
in Mich-Wis’ tariff for “locked in” period. P. 308. 

Charles V. Shannon, Robert HE. May, and Wilber H. Mack for Michigan Wis- 
consin Pipe Line Co. 

Harry K. Wrench, Jr., and Glen Bell for Wisconsin Fuel & Light Co. 

Gerald K. O’Brien and David R. Kaplan for County of Wayne, Mich. 

Martin L. Friedman and John M. Veale for Michigan Consolidated Gas Co. 

Paul M. Barnes for Milwaukee Gas Light Co. 

Reuben Goldberg for Michigan Gas & Electric Co. 

William EH. Torkelson for Public Service Commission of Wisconsin. 

Froelich, Grossman, Teton and Tabin for Wisconsin Public Service Corp. 

Robert Reese and Paul T. Dwyer for City of Detroit. 

W. Russell Gorman and Abraham R. Soalter for the staff of the Federal 

Power Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 

This proceeding arose upon the suspension under Section 4 (e) of the Natural 
Gas Act of an increased rate filed by Michigan Wisconsin Pipe Line Company 
(Mich-Wis) as its Fourth Revised Sheet No. 5 to its FPC Gas Tariff, Original 
Volume No. 1. The rate proposed is 35.75 cents per Mcf for natural gas avail- 
able under Mich-Wis’ Rate Schedule G-1 for general service to gas distribution 
utilities. The proposed increased rate became effective on November 15, 1956, 
upon an undertaking by Mich-Wis to make refund. The rate remained effective 
until September 15, 1957, when the subsequently filed rate in Docket No. 
G-—12292 became effective, subject to refund, resulting in a “locked-in” period 
of ten months. 

The presiding examiner issued his decision herein on March 17, 1958. Ex- 
ceptions to the decision were filed by Mich-Wis, the Public Service Commission 
of Wisconsin (Wisconsin Commission), the City of Detroit and the Commission 
staff. Mich-Wis requested oral argument. 

The presiding examiner disallowed the proposed increased rate on the 
ground that under the Mobile’ and Memphis? cases there had been no negotiated 
agreement between Mich-Wis and its customers. Apart from the effect of the 
Mobile and Memphis cases, however, the presiding examiner concluded that the 
proposed rate of 35.75 cents per Mcf should be approved. In reaching this 
conclusion he considered and passed upon a number of substantive issues in- 
cluding test year, plant, depreciation reserve, working capital, purchased gas 
costs, payroll and other operating expenses, sales volume and liberalized tax 
depreciation. He did not, however, make findings on the treatment of regula- 
tory expense, and he arrived at no definite conclusion as to the appropriate 


*Initial decision appears on p. 309, and supplemental decision appears on p. 328. 

1 United Gas Pipe Line Co. v. Mobile Gas Service Oorp., 350 U.S. 332. 

2 Memphis Light, Gas and Water \Division, et al. v. F.P.C., 250 F. 2d 402 (CADC) ; 
reversed 358 U.S. 103. 
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rate of return. Furthermore, he did not compute a cost of service on the basis 
of his findings, and therefore did not arrive at a unit cost for the gas. 

On August 5, 1958, we issued an order, 20 FPC 127, in which we considered the 
question of what effect should be given to the Mobile and Memphis cases in this 
proceeding. We there found that we were unable to agree with the presiding 
examiner that these cases required disallowance of Mich-Wis’ proposed in- 
creased rate. Noting that certiorari had been granted in the Memphis case, 
we stated that “unless and until it is determined adversely to our position, we 
shall continue to accept changes in rate schedules for filing and shall continue to 
process them as we have in the past.”* Proceeding to the question of whether 
Mich-Wis’ proposed rate is just and reasonable, we found that the presiding 
examiner’s decision was incomplete in those respects referred to above. We 
therefore remanded the proceeding for the purpose of enabling the presiding 
examiner to make complete findings on all aspects of cost of service, including 
rate of return, and to compute a cost of service and a unit cost. All parties 
were given an opportunity to file exceptions to the supplemental decision which 
the presiding examiner would issue. The Wisconsin Commission’s request that 
the record be reopened for the admission of further evidence was denied. We 
also denied Mich-Wis’ request for oral argument. Except where inconsistent 
with that order, exceptions theretofore filed to the presiding examiner's decision 
of March 17, 1958, were not decided or prejudiced. 

The presiding examiner issued his supplemental decision on December 1, 1958. 
Exceptions were filed by the Wisconsin Commission and by the City of Mil- 
waukee, who joined with the Wisconsin Commission in the reasons cited by the 
latter. 

In his supplemental decision, the presiding examiner made the additional 
findings required by our order of August 5, 1958. Using a 6 percent rate of 
return, he computed a cost of service of $54,868,810 per year and a unit cost of 
36.09 cents per Mcf. These figures clearly support the conclusion reached in 
his original decision that the rate of 35.75 cents per Mcf proposed by Mich-Wis 
is just and reasonable. 

Mich-Wis’ exceptions are in two parts. It first takes exception, as does this 
Commission’s staff, to the presiding examiner’s findings and conclusions with 
respect to the Mobile and Memphis cases. We have already found that the 
presiding examiner erred in disallowing Mich-Wis’ proposed increased rate in 
reliance on these cases. Mich-Wis also takes exception to the presiding ex- 
aminer’s treatment of plant, working capital, operating expenses and sales volume 
in determining cost of service and unit cost, even though, as it admits, such issues 
could not affect the ultimate conclusion that Mich-Wis’s proposed increased rate 
is just and reasonable. Since determination of these substantive issues is not 
necessary to our disposition of this proceeding, and it does not appear that such 
a determination would be appropriate at this time, we need give no further 
consideration in this order to these exceptions to the presiding examiner’s 
findings on cost of service. 

The Wisconsin Commission and the City of Detroit have also filed exceptions 
to the presiding examiner’s treatment of certain items in the cost of service, 
namely, operating expenses and Federal income tax liability resulting from the 
use of liberalized depreciation. Upon consideration of these exceptions, we find 
that the downward adjustments which they propose, even if all of them were 
adopted, would not reduce the cost of service and unit cost found by the presiding 
examiner so as to require any conclusion other than that already reached by 


%On December 8, 1958, the Supreme Court of the United States reversed the judgment 
of the Court of Appeals for the District of Columbia Circuit in the Memphie case, Nos. 23 
et al., 358 U.S. 103. 
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him, that the proposed rate of 35.75 cents per Mecf is just and reasonable. Here 
again, since determination of the substantive issues raised by these exceptions 
is not necessary to our disposition of this proceeding, and it does not appear that 
such a determination would be appropriate at this time, we conclude that no 
further consideration need be given to these exceptions in this order. 

The Wisconsin Commission’s exceptions as to the sufficiency of the presiding 
examiner’s findings on cost of service and his failure to make findings on regu- 
latory expense and rate of return were considered by us in our order of August 
5, 1958. We there agreed with the Wisconsin Commission, and remanded the 
proceeding to the presiding examiner, who issued his supplemental decision on 
December 1, 1958, making the further findings required by our order. The pre- 
siding examiner’s decision as supplemented is no longer subject to the infirmities 
noted by the Wisconsin Commission’s exceptions to the original decision, and these 
objections have not been renewed by exceptions to the supplemental decision. 

This Commission’s staff has recommended approval of the 35.75 cents per Mcf 
for the ten month locked-in period. It has also recommended that approval be 
conditioned so as to require Mich-Wis to pass on to its customers any refunds 
which it might receive for this period from its suppliers Phillips Petroleum 
Company and American Louisiana Pipe Line Company as the result of the final 
determination of the former’s rate in Docket No. G—10793, and upon audit by 
the Commission of the latter’s costs under its cost of service rate schedule. The 
presiding examiner, however, concluded that since the record was based on a 
theoretical test year and not actual costs it would be unfair to require Mich-Wis 
to pass along any refunds unless it were shown, perhaps through further hearing, 
that the refunds would cause Mich-Wis’ revenues for the period involved to 
exceed its actual costs plus a six percent return. Staff excepted without further 
explanation. The Wisconsin Commission excepted on the ground that Section 
4 (e) of the Natural Gas Act does not permit a natural gas company to make 
up any past deficiency in revenues needed to achieve the allowed return by 
retaining amounts refunded to it. It further argues that since the primary 
purpose of the Act was to protect the ultimate consumer, such refunds must 
be passed along to the ultimate consumer.‘ 

No basis has been shown for or against the imposition of a condition in this 
order at this time which would require Mich-Wis to pass along to its customers 
such refunds as it may possibly receive for this period from its suppliers Phillips 
Petroleum Company and American Louisiana Pipe Line Company. It is neither 
necessary nor appropriate in the public interest and in our regulation under the 
Natural Gas Act to pass upon the question of these refunds at this time. We 
will therefore reserve consideration of this question until such time as Mich- 
Wis in fact receives such refunds, if any. 


The Commission further finds: 


(1) The rate of 35.75 cents per Mcf contained in Michigan Wisconsin Pipe 
Line Company’s Fourth Revised Sheet No. 5 to its FPC Tariff, Original Volume 
No. 1, as applied to the period from November 15, 1956, to September 15, 1957, 
has been shown to be just, reasonable, and otherwise lawful, and should be 
allowed. 

(2) This proceeding should be terminated, except as to the issue of whether 
refunds which may be received by Mich-Wis from its suppliers Phillips Petroleum 


4The Wisconsin Commission cites State Corp. Comm. v. F.P.C., 215 F. 24 176 (CA 8), 
in which the Court held that the company had no right to adduce evidence to show that 
it did not earn a fair return during the refund period so as to claim part of the amounts 
to be refunded. The Court said the Commission had no right to order reparations and 
the fault was the company’s own in failing to make a timely filing for a proper rate 
increase. 
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Company and American Louisiana Pipe Line Company should be passed on to its 
customers, and Mich-Wis should be released from all other duties, obligations 
and requirements imposed upon it by the order of the Commission issued De- 
cember 10, 1956, and its agreement and undertaking filed thereunder on Decem- 
ber 31, 1956. 

(3) To the extent that the findings and conclusions reached by the presiding 
examiner in his decision as supplemented are not inconsistent with this order, 
they should be adopted and made a part hereof. 

(4) Exceptions to the presiding examiner’s decision as supplemented which are 
not specifically considered or disposed of by this order are without substantial 
support in fact or reasonable basis in law or are immaterial to the result reached 
and should be denied. 


The Commission orders: 


(A) The rate of 35.75 cents per Mcf contained in Michigan Wisconsin Pipe 
Line Company’s Fourth Revised Sheet No. 5 to its FPC Tariff, Original Volume 
No. 1, is hereby approved and allowed for the period from November 15, 1956, 
to September 15, 1957, on which date such rate was superseded by the subse- 
quently filed increased rate in Docket No. G—12292. 

(B) This proceeding is hereby terminated, except as to the issue of whether 
refunds which may be received by Mich-Wis from its suppliers Phillips Petroleum 
Company and American Louisiana Pipe Line Company should be passed on to 
its customers, and Mich-Wis is released from all other duties, obligations and 
requirements imposed upon it by our order of December 10, 1956, and its agree- 
ment and undertaking filed thereunder on December 31, 1956. 

(C) To the extent that the findings and conclusions reached by the presiding 
examiner in his decision as supplemented are not inconsistent with this order, 
they are hereby adopted and made a part hereof. 

(D) Exceptions to the presiding examiner’s decision as supplemented which 
are not otherwise specifically considered or disposed of by this order are hereby 
denied. 


DECISION 
ON A FILING FOR AN INCREASE IN RATES 
(Issued March 17, 1958) 


COSTELLO, PRESIDING EXAMINER: This proceeding stems from the 
May 15, 1956 filing by Michigan Wisconsin Pipe Line Company’ of Fourth 
Revised Sheet No. 5 to its FPC Gas Tariff, Original Volume No. 1. 

The order of the Commission suspending this proposed revised tariff was 
issued on June 7, 1956, 15 FPC 1505, and stated that the filing contemplated the 
increase of rates and charges of $4,074,531 or 8.4 percent per annum over and 
above the rates which were then contingently effective under Docket No. G—8511. 
The suspension period was fixed to end on November 15, 1956 on which date 
pursuant to a proper undertaking the company began the collection of the rates 
set forth in this revision to its tariff. 

The increase involved herein amounts to 2.77 cents per thousand cubic feet 
(Mcf) being the difference between the previous rate of 32.98 cents per Mcf 
being collected in G-8511 and the new rate of 35.75 cents per Mcf proposed 
herein. 

The previous rate increase in G-8511 was from 31.6 cents to 32.98 cents but 
this increase was found to be not reasonable by the Commission so, unless the 


1 Referred to herein variously as “Michigan Wisconsin” and “the company”. 
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Commission’s determination in G-—8511 is reversed and remanded by a court, 
the increase in the filing herein discussed will involve a step up from 31.6 
cents to 35.75 cents or over five million dollars on an annual basis. 

The need for increased revenues was said to arise largely from increased 
cost of gas being supplied by Phillips Petroleum Company and American Louisi- 
ana Pipe Line Company, the latter being an affiliate which has been required by 
the Commission to employ a cost-of-service rate form. Use of such a rate 
form by American Louisiana causes variations in the purchased gas costs of 
its customers. 

The hearing in this matter began on July 23, 1956 on which date Michigan 
Wisconsin presented its testimony and other evidence? Company witnesses 
were cross-examined on October 1 through 3, 1956, the delay between July and 
October being partially attributable to the fact that the preceding rate case 
(G-8511) was still in the course of hearing, and the dramatis personae were the 
same. On October 3, 1956 when the cross-examination of the Michigan Wis- 
consin witnesses had been completed, and in normal course any presentation by 
the interveners and the Commission’s Staff * would be made, a request was made 
by the Staff for a ninety-day recess. A recess of thirty days prescribed by the 
examiner was extended by the Commission in its order issued November 1, 1956. 
This order called for resumption of the hearing on January 7, 1957, but a con- 
flict in the hearing schedule of the examiner necessitated further recess until 
January 28, 1957. When January 28 rolled around the examiner was still 
occupied with another hearing which would have necessitated several more 
days delay in resumption of the hearing. In the meantime, however, the Staff 
had filed another motion with the Commission asking that the resumption date 
be fixed for March 4, 1957. So more time passed and the hearing resumed pur- 
suant to the examiner’s direction, on March 4, at which time a witness was 
presented by the Wisconsin Commission and two witnesses appeared for the 
Staff. Of course, encountering the Staff’s presentation for the first time, 
Michigan Wisconsin desired study time, and requested a recess of thirty days. 
The Staff did not oppose such request for a recess of this length and the date for 
resumption was fixed at March 25, 1957. With a short delay due to a death in 
the family of one of the witnesses, the hearing again resumed on April 1. and 
ran without interruption until April 3. Company counsel then requested a ten- 
week recess period to prepare a rebuttal case, and the hearing was recessed 
until June 3. On that date, after presentation of the company’s rebuttal, the 
Staff requested and received a recess for the purpose of preparing cross-exam- 
ination of what was described by Staff counsel as a “new case” by the company. 
A further delay of a week was requested by company counsel and the hearing 
went into its final phase on July 1, being concluded on July 3, 1957. The final 
brief in this matter was filed on September 16, 1957, some fourteen months after 
commencement of the hearing.* 

This statement of the efflux of time in the disposition of this matter has been 
set forth in some detail not for the purpose of casting unfavorable reflections 


2By order of July 23, 1956, the following parties were permitted to intervene: City 
of Detroit, Michigan ; Michigan Public Service Corporation: City of Milwaukee, Wisconsin ; 
Wisconsin Power and Light Company; Wisconsin Fuel and Light Company; County of 
Wayne, Michigan ; The State of Wisconsin ; Wisconsin Natural Gas Company ; Keokuk Gas 
Service Company; Michigan Consolidated Gas Company; Iowa Electric, Light and Power 
Company ; Milwaukee Gas Light Company; Michigan Gas and Electric Company; North 
Central Public Service Company; Wisconsin Michigan Power Company. Notices of inter- 
vention were filed by the Michigan Public Service Commission and the Public Service 
Commission of Wisconsin. 

® Referred to hereinafter as “Staff’’. 

* Briefs were filed in this matter by Michigan Wisconsin, Public Service Commission of 
Wisconsin, City of Detroit, County of Wayne, and by the Staff of the Commission. 
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upon any participant in the matter, but because it would seem that this passage 
of time and the extra-record events which have occurred during that period have 
changed radically the approach to the matter taken by the parties, have resolved 
some highly controversial issues, have made some matters academic, and may 
have reduced the whole proceeding to an exercise in futility. This will appear 
as the matter is further discussed. 


Discussion of the Issues 


When this matter first came on for hearing, the issues were the same or 
comparable to the issues in any rate proceeding. This was so because the 
increased rate purported to be one proposed by the company for the indefinite 
future. When the hearing began in July, 1956, the end of the suspension 
period for the new rate sought was several months away. By the time the 
company filed its final brief in this matter, another rate increase had been filed, 
and the suspension period on the newest rate had expired and the company 
began collecting a rate higher than the one involved herein. The filings of 
the company and the status of each are set forth herein: 








Rate change sought | 
cents per MCF | 


Docket No. 


| 
(From) (To) 


oa 


28 | 

ene ‘ 31.5 

3. G-8511 anne iniemecuab 548 31.6 
. G-10524 _ iste wb nti nedtbadaidatdnedn adddncaehohn 32. 98 
Oy Ge cea ecnnestonmeseonbe nant _— Conia 35. 75 


Oct. 1,1951 
Dec. 12, 1952 
Apr. 1,1955 
Nov. 15, 1956 


Sept. 15, 1957 


oe 
Cw ww 
7 


Noor 


| These matters were consolidated. In Opinions Nos. 275 and 275A, 13 F PC 326; 474, the Commission 
fixed 31.25 cents as the proper G-1678 rate and the rate of 31.6 cents was fixed as the rate for the future 

2 Approval of the increase covered by this filing was refused by the Commission in an order issued October 
15, 1957. 


As may be observed from the foregoing, the fifth increase has been collected 
since September 15, 1957. Thus the fourth increase, the one we are concerned 
with here, covers only the period November 15, 1956 to September 15, 1957, a 
ten-month period. This, like G—8511 preceding it, has become a case involving 
a “locked in” period. Being “locked in” and not intended by the company as a 
rate to be applied beyond September 15, 1957, the company’s primary concern 
now respecting this period is that it be allowed to retain the difference between 
32.98 cents per Mcf and the 35.75 cents which it has collected from its customers 
for the ten-month period. While the dollars are a primary concern, there is 
some latent concern with respect to issues which were controverted during the 
course of the hearing, especially in its earlier stages and before the fifth filing 
was made. These issues or points of difference among the parties may be 
described in general terms as follows: 
1. The Test Period 
What test period should be utilized herein for the fixing of a rate for the 
indefinite future? What relationship does the test period data submitted by the 
company in the original filing have to expense data later acquired and submitted? 
2. Rate Base 
(a) Net Utility Plant: 

What plant facilities are properly includable? 
(b) Depreciation Reserve: 

How should this figure be computed? 
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(ce) Working Capital: 

(i) Stored gas: What volume should be used in determining the allowance in 
working capital for this item? 

(ii) Federal income tag accruals as related to working capital: Should the 
relationship of utilization and sale of stored gas to the collection of the revenues 
for such gas be given consideration in computing working capital? Should an 
inventory of expensive, slow moving items of material supplies which turn over 
much less frequently than annually be excluded from consideration when the 
determination is made of what portion of income tax accruals is available for 
use as working capital? 

3. Operating Expenses 

(a) Purchased gas costs: 

What cost factor should be employed for the calculation of cost of gas from 
American Louisiana Pipe Line? from Phillips Petroleum Company? 

(b) Additional Cost of Gas Resulting from Tenth Circuit Court’s Decision: 

Should the fact that the company was required to pay an additional amount of 
money for purchased gas due to a court decision reversing the Commission be 
given consideration in this rate determination, even though it has been estab- 
lished that during the years related to this additional cost of gas, the company 
earned substantially in excess of 6 percent? 

(ec) Payroll and Other Operating Expenses: 

Should any consideration be given in a rate case to the fact that the company 
has been committed to increased payroll expenses, when those costs will not 
be experienced to any appreciable extent until sometime after the test year? 

(d) Advertising: 

In determining cost of service what consideration should be given to ex- 
penses incurred in “institutional” advertising, i.e., advertising natural gas as a 
fuel without respect to any particular distribution? 

(e) Consultant Costs: 

Is the cost of obtaining information from a consulting firm in Canada with 
respect to the gas supply picture in Canada a legitimate expense of this com- 
pany when the company has no sources of supply in Canada and no present 
plans to attempt to purchase Canadian gas? 

4. Rate of Return 

Should the rate of return heretofore fixed at 6 percent be increased to 6.25 
percent? 

5. Sales Volume 

What figure should be used properly to represent the annual sales volume of 
the Michigan Wisconsin system? 

6. Liberalized Tax Depreciation 

Should the difference between the income taxes claimed by Michigan Wis- 
consin in its cost of service and the income taxes currently payable as a result 
of the use of liberalized depreciation permitted by Section 167 of the Internal 
Revenue Code of 1954 be treated as additional depreciation or should the re- 
serve for deferred taxes be deducted in computing the rate base? 


Discussion of the Evidence 


Staff counsel in his brief has elected to not “belabor the issues” and, in fact, 
does not even discuss most of the questions set forth above and which engen- 
dered much cross-examination during the course of the hearing. There are two 
reasons for this approach and both reasons may be attributed to the length 
of period this case has been in progress since the original filing—nearly two 
years. For in that period estimates have been replaceable by facts, and these 
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facts are different enough from the assumptions used in the Staff studies to 
require a different result. Also, as has been pointed out previously, what be- 
gan as a rate sought for the indefinite future is now a rate for a ten-month 
period. Estimates for the future are no longer of great importance. 

There are three changed facts which have caused the Staff to decline to 
oppose the rate sought for the ten-month period. These facts are that gas 
sales by Michigan Wisconsin prorated for the ten-month period have been sub- 
stantially less than the 152,021 Mcf annual sales volume on which the Staff’s 
cost of service study was predicated. 

As a matter of fact, the sales for the period were considerably lower than the 
147,095 Mmef sales level used by the company in its test year cost of service 
study. This is no surprise to anyone. Witness Thompson predicted sales for 
the period to be much lower than 147 billion predicted for a normal year be- 
cause of the need to rebuild storage balances. The 147 billion figure was esti- 
mated by the company to be the expected annual sales volume after storage was 
replenished. This figure is merely the certificated capacity of the original sys- 
tem (110,595 Mmcf) plus certificated additions to utilize the 36 billion feet of 
new gas from American Louisiana Pipe Line. 

Actual figures for the sales from November 15, 1956 to September 15, 1957, 
the period involved herein were not available at the time this record was closed. 
However, the whole year’s sales November 1956 through October 1957, appear 
to have been approximately 132,930 Mmcf. This had been estimated by the 
company to be about 137,955 Mmcf for the same period.’ It is fair to assume 
that actual revenues for this period were somewhat lower than those estimated 
by the company. 

Two other factors influenced the Staff in its withdrawal of opposition. One 
was that on the date Michigan Wisconsin began collecting the increase in- 
volved herein, its supplier Phillips Petroleum Company began collecting an in- 
creased rate which raised the purchased gas costs of Michigan Wisconsin ap- 
proximately one and a half million dollars annually.° 

The other factor was a recomputation of the average rate paid for gas by 
Michigan Wisconsin to its affiliate American Louisiana. The Staff had used 
35.984 cents per Mcf (being the average cost of gas from August, 1956 through 
January, 1957). Plant additions to American Louisiana in November and De- 
cember 1956, caused the cost of service rate to rise. The average for December, 
1956 to April, 1957, was 39.21 cents which was expected to prevail through Au- 
gust, 1957. The Staff now believes 39.21 cents per Mcf to be the proper figure for 
pricing the American Louisiana gas during the ten-month period. This change 
involves over a million dollars. The Staff has adjusted its cost of service study 
to reflect these additional gas costs and has made certain tax adjustments. On 
the basis of 152,021 Mmef of estimated test year sales, the Staff has derived a 
rate of 35.64 cents per Mcf which closely approximates the filed rate of 35.75 
collected. The Staff believes that the difference between 35.75 and 35.64 
may be disregarded because the company did not achieve sales during 
the period at the rate of 152,021 Mmecf. As we have seen, the company appar- 
ently did not even achieve its own estimate of 137,955 Mmef sales for the period. 


5 Sales for calendar year 1957, 143.552 Mmef. 7,925 Mmcf more put in storage in 1956 
than in 1957. Average storage balance, thirteen months, October, 1956 through October, 
1957 inclusive, 27,382 Mmcf. Average stored underground during test period 26,814, 
Mmef. Average estimated by Staff, 20,484 Mmcf. Storage capacity of leased fields as stated 
by Witness Thompson 44 billion cubic feet (Tr. 393). Actual storage balance end of 
October 1957, 48.727 Mmef. (All post-hearing statistics are from FPC Form 11.) 

* Docket No. G—10792. 
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The Staff has, therefore, recommended approval of the rate sought herein, 
35.75 cents per Mef, for the ten-month period. The Staff, however recommends 
that such approval be conditioned on the passing on of any refunds the com- 
pany may receive as a result of the final determination of the Phillips rate in 
G-10793 and refunds resulting from an audit of American Louisiana’s costs. 

It is not believed that approval of the filed rate conditioned exactly as recom- 
mended by the Staff would be appropriate. Because of the disparity between 
actual sales and the “test year” sales used by the Staff in its computations, it 
would seem that the company should be required to pass on refunds to its 
customers only in the event the refunds it receives would cause its revenues for 
the period involved to exceed its costs plus the customary 6 percent return. 
Since the record in this case was developed on the basis of a theoretical test 
year (both on the part of the company and the Staff) and actual figures for 
revenues, costs, and taxes for the sales made in the period November 15, 1956 
through September 15, 1957" are not available in this record, it would seem un- 
fair to require the passing on of refunds in excess of those required to enable 
the company to achieve its cost of service for this particular ten-month period. 
This might require another proceeding when the amounts of the refunds, if any, 
became known and available, if agreement could not be reached without hearing. 


Disposition of the Issues 


As may be seen from the foregoing, the Staff recommends disposition of this 
ease largely on the basis of arithmetic, all of the issues which had been so care- 
fully nurtured over so many months being abandoned until the next Michigan 
Wisconsin rate case is heard. Then many of the same issues will surely arise 
and the same contentions will be advanced, and the hearing officer without the 
guides provided by disposition of the contentions herein advanced will be left 
unaided in the determination of relevance and materiality of evidence.’ The 
time and effort spent in the preparation for and the trial of this case would, of 
course, be completely wasted. 

While the Commission generally does not decide issues unless decisions are 
necessary to the disposition of a particular case, it is believed that the hearing 
officer does not have this choice and should set forth his views on controverted 
issues even though contest on these may have been abandoned by the Staff. 
Discussion of various points will follow. Disposition will also be made of a 
motion to strike by the Staff which was denied during the course of the hearing 
and which has been reasserted in the Staff brief. The following subjects will 
be discussed : 

(a) The Test Year. 

(b) Inclusion of Plant Facilities in Rate Base. 

(c) Depreciation Reserve. 

(d) Working Capital. 

(e) In-Period Purchased Gas Costs. 

(f) Out of Period Purchased Gas Costs. 

(g) Payroll and Other Operating Expenses, including Advertising; Consultant 
Costs and Taxes; Rate of Return 

(h) Sales Volume. 

(i) Liberalized Tax Depreciation. 


7 These sales were probably about 116,767 Mmef (based on actual sales November 1956 
through August 1957). 


8 Presumably many of the same issues arising in a 4(e) rate hearing would also arise in 
a Section 5(a) proceeding. 
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(a) The Test Year 


The filing by Michigan Wisconsin was in conformity with the regulations of 

the Commission. These regulations provide as follows: 

154.68 material submitted with changes in a tariff, erecuted service agreement 
or a part thereof. 


* * * 





* * > * 


(e) Test period: (1) If the natural gas company has been in operation for 
twelve months at the time of filing, the Statements A to K, inclusive, or N, 
as appropriate shall be based on a test period consisting of the most recently 
available actual experience, adjusted for changes in revenues and costs 
which are known and are measurable with reasonable accuracy at the time 
of the filing, and which will become effective within eight months of the last 
month of available actual experience: Provided, however, That, for good 
cause shown, upon application of the natural gas company made to the 
Commission thirty days in advance of the rate filing, the Commission may 
allow reasonable deviation from the prescribed test period. * * * 

The test period contemplated by the filing of the company on May 15, 1956, 
was the twelve months’ period ended February 29, 1956, adjusted for changes 
anticipated to October 31, 1956. As we have seen, the hearing extended beyond 
the “test year” and the eight months for future estimate. The hearing was 
concluded fourteen months after the filing date and some eighteen months after 
the end of the test year period under the Commission’s regulations. 

The Staff’s investigation and study which presumably began when the filing 
was made and continued until the Staff’s presentation at the hearing, a period 
of some ten months, concerned itself with actual figures for the period February 
29, 1955, to October 31, 1956 which actual figures were not available to the com- 
pany when it made its filing or its presentation at the hearing. 

Now everyone agrees that actual figures are preferable to the best estimates, 
when it comes to establishing a proper rate level which may be expected to 
prevail for the indefinite future, at least for several years. 

And certainly if the estimates used in an early stage of a hearing are not 
consonant with actual figures covering the same period (i.e., the twenty months 
contemplated by the rules) the parties to the case and the Staff are not only 
permitted but are duty bound to bring the actual figures to light. 

It is the position of the company that when a hearing extends over a long 
period, and, as a result, the Staff is able to use actual figures for the twenty- 
month period in its presentation, the “test year” for all practical purposes is 
thereby advanced, and it is appropriate to then adjust this advanced year by use 
of data which show changes in the cost of service which will occur after the close 
of the twenty-month period. In other words the company says: “We sub- 
mitted our latest twelve months of record at the time we filed adjusted for 
known changes anticipated until October 31, 1956. The Staff has used actual 
figures in its presentation covering the period until October 31, 1956. Therefore 
we are entitled to show known changes affecting our cost of service which will 
occur after October 31, 1956.” 

This is no new problem for the Staff or for the Commission—it has been en- 
countered in many rate cases, especially those in which the hearings have been 
held over a protracted period. And, of course, the Staff frequently resists any 
effort to bring in any changes based on events which will occur after the twelve 
and eight month period. In the words of a Staff witness in this matter (Tr. 628). 
* * * you have to have a cut off somewhere, you can’t go on indefinitely, 
* * * we can’t continually change our work papers and pick up data from 
month to month. We can’t cover everything and anything that comes in 
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from month to month, because we are dropping off a month at the beginning 
of whatever period we started with and continually adding a month. * * * 

The Staff’s presentation involved the use of actual figures and data through 
October 31, 1956. The Company then presented evidence labelled “rebuttal” 
which purported to adjust the Staff’s figures by showing “known changes” which 
would occur after October 31, 1956. It is this evidence that the Staff has moved 
to strike, because it is not rebuttal, it is a new case, and simply amounts to mov- 
ing the test year to some period beyond October 31, 1956. This “rebuttal” 
presentation was made in June, 1957, and, among other things contained some 
estimates as far as August, 1957 in the case of plant additions and storage.® 

The answer to this question of where to stop in the utilization of information 
in the determination of a just and reasonable rate for the future is not one 
which may be obtained from a study of the past actions of the Commission. 
A study of those actions will disclose the utter absence of any rule on this 
subject. Generally speaking, the rate filing and the data supplied at the time of 
the filing according to the rules should provide the basis for the hearing and the 
decision. It is obvious that as time would pass in a hearing and in the prepara- 
tion therefor, new factual data would become available and more contem- 
porary estimates would be available. However, unless it can be seen that such 
later information would serve to affect drastically the result which otherwise 
would be reached, orderly and efficient administration of regulation would seem 
to require that this information be rejected. 

The matter of deciding where to cut off in accepting later statistics requires 
the employment of discretion to a very high degree. One must always keep in 
mind the basic purposes of regulation and the principles of justice and equity. 
Gas consumers are to be protected against unreasonable rates and charges; gas 
company investors are to be assured of an adequate return on their investment, 
lest the sources of capital dry up and the economic health of the enterprise be 
adversely affected. No “rule” could be devised to cover all circumstances. 
It is, therefore, a discretionary matter and must be dealt with as such. 

In sum, this is now a “locked in” case and the matter of proper rate level 
for the future is not now as significant as it was during the hearing. It is 
believed, however, that a hearing officer should receive any and all evidence 
which will enable this regulatory agency to arrive at the most nearly reason- 
able result. This evidence should be confined to the test year as originally 
cast in the rate filing but if it appears that the ends of justice will be served 
by the consideration of dependable data which would affect the rate level 
materially and which relates to a period of time beyond the filed test year, 
that data should be available to the Commission for its consideration. It is 
realized, of course, that the eleventh hour receipt of evidence which goes beyond 
the original test year on which the Staff and interveners have relied in their 
study of a case and preparation therefor is disruptive and may, in some 
instances, render useless hours of effort previously expended. And, of course, 
if there is no closed end on the submission of statistics, presumably a hearing 
could never reach an end. In determining whether to receive and consider 
evidence relating to events occurring beyond the filed test period, the hearing 
officer must weigh all of the advantages and disadvantages, the benefits and 
the detriments which would arise from either course of action. 

Having reviewed the record including the contentions by the company and 
the Staff, and the particular evidence of the company sought to be included 


® The effect on the cost of service of such inclusion of additional plant would be “sub- 
stantially less than 149 of one cent per Mcf” according to Michigan Wisconsin’s Witness 
Lynch (Tr. 1013). 
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in this record which relates to events occurring beyond October 31, 1956, the 
decision to receive and to consider such evidence is reaffirmed. 


(b) Inclusion of Plant Facilities in Rate Base 


In the Staff presentation in this case net utility plant was taken as of October 
31, 1956, and the reserve for depreciation was a projected average for another 
year (to October 31, 1957). 

As pointed out by the company in its brief the basic difference between its 
presentation and that of the Staff lies in the latter’s failure to include cer- 
tificated facilities which Michigan Wisconsin’s witnesses testified would be 
necessary to enable it to utilize the gas supply from American Louisiana and 
to meet peak day requirements. 

These facilities were excluded by the Staff as being related to a period past 
the “cut off date” of October 31, 1956. 

The practical effect of the inclusion of these facilities would be very small 
in the resulting rate. 

It would appear, however, that such facilities could have been properly 
included by Michigan Wisconsin in net plant. However, this revised plant 
($131,731,652) should be matched with sales capacity. The company did not 
revise its version of its sales capacity upward as would seem to be necessary, 
assuming that its original net plant figure ($127,930,382) had been properly 
matched with its sales capacity (147,095 Mmcf).™ 


(c) Depreciation Reserve 


The matter of what depreciation reserve is to be deducted from gross plant 
to establish net utility plant is also a point in controversy, although the problem 
cannot be separated from the problem of what gross plant should be included 
for purposes of this rate case. The Staff simply cut off at October 31, 1956, 
and projected an average until October 31, 1957. The reserve figures used 
by the Staff and Michigan Wisconsin are within a few thousand dollars of 
each other, but the way they were computed is quite different. 

The method used by the Staff of projecting depreciation reserve for a year 
beyond the test period has been used by the Staff in many cases and appears 
to be a practice sanctioned and approved by the Commission. The method is 
logically defensible and no criticism of the method of substance has been ad- 
vanced except that it assumes a static plant after the end of the test period. 
Such an assumption is a necessary result of the use of a cutoff date. 


(dad) Working Capital 


Michigan Wisconsin and the Staff differ in respect to the allowance in working 
capital for gas stored under ground. The volume Michigan Wisconsin would use 
is an average volume based upon what it regards as its normalized program. 


10 Cf. In the Matters of The Ohio Fuel Gas Company, Docket Nos. G—1786 and G—1965, 
Opinion No. 273, 13 FPC 280, issued July 26, 1954, page 287. 

The purpose of using a test year for the determination of rates is to match 
rate base, operating expenses, and sales in an actual, representative relationship. 
Quite obviously, as plant in service is increased, property taxes will increase. But 
similarly, operating expenses and sales will increase. Consequently, it is not proper 
to reach out, as the Respondent proposes, beyond the test year to pick up one in- 
creased cost, which results from an increased plant, without at the same time relating 
such cost to additional sales provided by the additional plant. 

“It was brought out at the hearing that the filing in G—12292 contemplates a plant of 
$134,529,634 with sales of 158,155,000 Mcf, virtually the same plant figure Michigan 
Wisconsin would use herein. 
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This program is intended to provide a storage balance of 16,000 Mmef at February 
28, which, it was testified by Witness Thompson, is necessary to achieve a peak 
day deliverability of 600 Mmcf. In order to have the proper storage balance the 
storage fields should be full at the end of October. The storage capacity of the 
fields is 44,000 Mmcf.* 

The storage average used by the Staff was only 20,485 Mmef since this was the 
average of the actual storage balances for the twelve months ended October 
31, 1956. 

It would appear that the average balance used by Michigan Wisconsin more 
nearly approaches a normal year’s storage program than does the figure used in 
the hearing by the Staff. 

If adjusted this working capital allowance would be augmented by allowance 
for some 7,000,000 Mcf more or about a million dollars. 

The Staff, in its brief, has undertaken to make the adjustments in cost of 
service which would be involved in the higher storage balance. This additional 
storage figures out to 6,252,295 Mcf, or $980,360 worth of gas figured at 15.68 
cents per Mcf. Recomputing the total investment in stored gas at 17.57 cents 
rather than 15.68 cents makes a total increase of stored gas working capital of 
$1,485,675. This figure subjected to an offset for Federal income taxes leaves a 
net increase of working capital of $724,848. This working capital increase 
results in an added return of $44,570. The Federal and State income taxes on 
this increased return amount to $48,135. The increase in cost of service due to 
the adjustments in storage and the adjustment in the cost of gas in storage 
amount to $92,705, or in the order of two-tenths of one percent of the total cost 
of service. 

The chief disagreement between the Staff and the company lies in the Staff’s 
insistence that stored gas be treated as working capital when computing the 
allowance, thus subjecting it to the 60 percent deduction for income tax accruals. 

This attitude of the company with respect to the way its stored gas should 
be treated when computing working capital is a story thrice told. The argument 
in a similar form was made in G-1678 and G-1996 and was, rejected and it was 
made in G-8511 and was rejected. It is being made herein in virtually the same 
manner as in G-8511, the arguments set forth in briefs being almost identical. 
And in the pending review proceeding in the Court™ this treatment of working 
capital by the Commission is assigned as error as being arbitrary and a denial 
of due process. 

One of the things that rankles most is reflected in the observation that under 
the Staff’s proposal, the fact that Michigan Wisconsin operates storage results 
in a larger disallowance of working capital than would be the case if it were a 
pipeline without storage. While this is a somewhat beguiling argument calcu- 
lated to evoke a desire to remove this discriminatory burden from Michigan 
Wisconsin’s shoulders, it should be kept in mind that these storage facilities are 
indispensable to the accomplishment of the large annual sales which Michigan 
Wisconsin reports... Thus it cannot meaningfully compare itself to a company 
without storage without carrying the comparison to the full extent which would 
involve reducing its sales volumes and revenues to a marked degree. 


42The storage capacity on the system apparently exceeds 44,000 Mmecf since 48,727 
Mmef was reported by the company as an end-of-month figure for October, 1957 (from 
FPC Form 11). 

18 Michigan Wisconsin Pipe Line Company v. Federal Power Commission, No. 13451, 
United States Court of Appeals, Sixth Circuit. [Affirmed, 263 F. 2d 553 (1959)j. 
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The court decision which may seem to lend some strength to the position of 
Michigan Wisconsin, Trunkline Gas Company v. Federal Power Commission, 
247 F. 2d 159, and in which the Court disagreed with the Commission’s treatment 
of the working capital component of Trunkline’s rate base, seems to turn princi- 
pally on the Court’s conclusion that Trunkline, operating under a cost-of-service 
rate formula might have working capital requirements of a different sort than a 
company operating under a conventional rate base type of rate. Said the Court, 
“This difference must be evaluated.” 

Michigan Wisconsin cannot claim that its position as a storage type company 
has never been contrasted with the non-storage company. This matter was fully 
considered by the Commission when it passed upon Michigan Wisconsin’s first 
two rate cases (G—1678, G—1996, Opinion No. 275, 138 FPC 326 at 365-366). The 
contention has gained no strength from repetition. 

Finally it should be observed that since this contention by Michigan Wisconsin 
was made in G—8511 and is now before a Court of Appeals, this alleged error by 
the Commission may be examined and analyzed by the court. In the meantime, 
no evidence has been advanced in the instant case requiring a different treatment 
from that accorded to this subject in Michigan Wisconsin’s previous rate cases. 


(e) In-Period Purchased Gas Costs 


(i) From American Louisiana. 

The Staff in its presentation at the hearing used 35.894 cents per Mcf as the 
price of gas purchased from American Louisiana Pipe Line Company. This is 
the average price from August 21, 1956 through January 31, 1957. The average 
price for the period December 1, 1956 through April 30, 1957, was 39.21 cents 
per Mcf. 

The cost of service study prepared by the Staff has been adjusted in its brief. 
This adjustment raises the previously presented purchased gas cost figure by 
$1,210,340. 

(ii) From Phillips Petroleum. 

The company’s brief contains the following statement: 

The contracts under which Michigan Wisconsin purchases gas from 
Phillips provide that the price to Phillips shall be escalated in the ratio of 
Michigan Wisconsin’s effective rate to 25 cents per Mcf (Items “A”-—“G”). 
Following the filing by Michigan Wisconsin on May 15, 1946 of the rate 
increase which is involved in this proceeding, Phillips, on June 25, 1956 filed 
an increase in its rate based upon the operation of the escalation clause 
under the proposed rate increase of Michigan Wisconsin. 

By order issued July 25, 1956, in Docket No. G—10793, the Commission 
suspended the rate filing of Phillips and deferred the use thereof until 
December 26, 1956. Thereafter, on October 11, 1956, the Commission, at the 
request of Phillips, shortened the suspension period to November 15, 1956, 
the date upon which Michigan Wisconsin’s rate increase in this proceeding 
would become effective subject to refund. 

The increase of cost involved here is approximately $1,500,000 per year. The 
staff, in its brief, concedes that this adjustment to its cost of service study is 
justified even though the increase involved here became effective after the test 
period. 
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(f) Out of Period Gas Costs 


This item of $317,000 which is included in Michigan Wisconsin’s version of its 
cost of service and excluded from the Staff’s version was thoroughly presented, 
briefed, and argued by the company in connection with its presentation in 
G-8511. The factual statement reflecting this item and the company’s conten- 
tions with respect thereto are set forth in detail in the Examiner’s Decision in 
G-8511, 18 FPC 412, 420-422, and the action of the Commission reversing the 
examiner on this point appears in 18 FPC at 407. 

Since the views of the Commission on this point have been made known, no 
further discussion would be appropriate herein, and the conclusion respecting 
this item is in accord with the Commission decision since no new facts or argu- 
ments respecting this item have been advanced herein.* 


(g) Payroll and Other Operating Expenses 


1. In its cost of service presentation, the Staff reflected only those employees 
hired by the company prior to the cut-off date of October 31, 1956. 

The record shows that Michigan Wisconsin hired twenty-two employees sub- 
sequent to October 31, 1956 total salaries for which amount to $101,941, and 
that the company would experience these additional expenses during the period 
after October 31, 1956. This additional expense was experienced to an unknown 
extent during the “locked in” period November 15, 1956 to September 15, 1957. 
However, at this stage only the principle is important, i.e., whether the company 
could properly present for the record expenses which had occurred and would 
occur beyond the test period. 

The proper answer would seem to be that eleventh hour revisions of expense 
data in a rate case should be discouraged, even prohibited, unless the company 
is able to demonstrate that unless these data, which were not available at the 
time of the original presentation, are given effect, the resulting rate will be so 
low as to deprive the company of a fair return. 

The presentation of the additional payroll costs reflected in this item could be 
justified only in combination with the several other expense items discussed 
briefly below. 

2. Salary and Wage Adjustment 

A general salary and wage adjustment became efiective on May 16, 1957. If 
given consideration in this case, $208,920 would be added to the cost of service. 
Consistently with the treatment of the payroll increases discussed above, this 
salary and wage adjustment should be taken into consideration in the develop- 
ment of a rate level for the future. 

3. Expenses and Payroll Charged to Construction 

Michigan Wisconsin requested in its brief that consideration be given to actual 
construction expenditures for the twelve-month period ended October 31, 1956 
rather than the use of an assumed figure. The actual figure for construction is 
lower than that assumed by the Witness Sonner, and thus a $13,946 adjustment is 
recommended to the Staff’s cost of service. The request of the company appears 
to have merit. 

Also, during the twelve months ended October 31, 1956, $354,674 of operating 
payroll was charged to construction. The company requests that the actual 
figure rather than the estimate be used. This would require an adjustment to 


%44The company also has asked for review of this conclusion of the Commission in its 
petition filed in the Sixth Circuit, to which reference has been made previously. 
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the Staff's study of $212,408 additional payroll expense, and such adjustment 
appears to be properly supported by the record. 

4. Storage Well Rehabilitation Expense 

The expense figure used by the Staff for storage well rehabilitation was an 
arbitrary halving of the amount spent on this activity in 1956. 

Evidence in the record supports the contention by Michigan Wisconsin that the 
program of well rehabilitation will involve an expenditure at the annual level of 
approximately $45,000. This adjustment to the Staff’s proposed cost of service 


would be necessary were this proceeding intended to fix rates for the indefinite 
future. 


5. Advertising Erpenses 

In the Staff's cost of service exhibit, a $60,000 item for advertising expenses 
was eliminated. The basis of this elimination was the failure of the Staff in- 
vestigation to disclose any basis for the conclusion that the $60,000 was or 
would be a recurring item. Also the record indicates that the Staff could see 
little justification for the inclusion of this kind of expense in a cost of service 
when it appeared that the system had been sold out for some time and sales 
needed no stimulus. 

While the benefit to the rate payer in Wisconsin of costly advertisements by 
Michigan Wisconsin Pipe Line Company in “Time” and “Life” and the “Wall 
Street Journal” was not explained, except for an indication that it might have 
the benefit of attracting industry to Wisconsin sometime in the distant future 
when more industrial gas is available, and no arguments were advanced in the 
brief for allowance of the item except that the record established this as a re- 
curring item, and that the Commission in G-1678 and G—1996 allowed $77,000 as 
an annual expense for advertising, it would appear that this kind of expense 
has been allowed in the cost of service of this and other companies (see, for 
example, Tennessee Gas Transmission Company, Docket No. G-5259, 18 FPC 
428, 483) and no facts or arguments have been advanced indicating that revision 
of this policy is necessary in the public interest. 

6. AGA TV Fund 

This expense item which was not regarded as a recurring item by the Staff 
(and hence not eligible for inclusion in a cost of service for a normal year) relates 
to the share of the cost of an award-winning television drama program paid by 
Michigan Wisconsin. This is a very small annual amount, relatively speaking 
($14,500). The program is regarded as very effective by the company and it is 
the present plan of the company to continue its participation in the cost of the 
program. The program is a natural gas industry presentation and individual 
companies are never mentioned by name. 

This appears to be the same kind of matter as the advertising in “Time” and 
“Life” except that probably the average gas consumer in Wisconsin will reap 
more immediate benefits from the availability of the TV program than he will 
from the spreads in “Time” and “Life”. In any event the question of whether 
institutional advertising of this type is properly included in operating expenses 
does not appear to be within the scope of this decision since the Commission has 
had this question of propriety before it from time to time in other cases. If a 
change of policy is to be announced it is for the Commission itself, not the hearing 
examiner to announce it. Surely the Commission has access to sufficient facts to 


justify the exclusion of advertising expense in the cost of service of a regulated 


company which has no gas to sell. For even if the institutional advertising—or 
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any advertising for that matter—were only partially effective, the problems of 
Michigan Wisconsin would be increased.” 

7. Services of Canadian Consultants 

Michigan Wisconsin claims as a recurring expense an amount of $32,407 
which it asserts is a necessary expense in the conduct of its business. 

The money is paid to a Canadian firm of consultants which furnishes infor- 
mation from time to time concerning natural gas developments in Canada. 
This is not a retainer, but represents the sum of payments for this service in a 
“normal” year. On request, the firm sends Michigan Wisconsin pertinent 
newspaper clippings and reports on activities in Parliament ete. 

As counsel for the Wisconsin Public Service Commission points out, Michigan 
Wisconsin’s gas supply which is back of the certificates issued to it and the 
facilities and plant covered by such certificates, comes from the Hugoton Field 
in Oklahoma and the Louisiana Gulf Coast. There is no present proposal to 
obtain gas supplies from Canada except the possibility of obtaining gas some- 
time in the future from Northern Natural Gas Company which in turn might 
obtain some Canadian gas. 

The obtaining of Canadian gas by Michigan Wisconsin is such an immature 
proposition that it would be difficult to see how any of Michigan Wisconsin’s 
customers are receiving any benefits whatever from this expense. Curiosity 
about developments in Canada in the gas situation is understandable by anyone 
in the business of selling natural gas. The benefits, if any, however, would 
seem to accrue to the stockholders rather than to the consumers, and therefore 
such an item is not properly includable in the company’s cost of service for rate 
purposes. 

8. Indenture Charges 

Michigan Wisconsin contends that an amount of $18,127 which represents 
the cost of its 7th Supplemental Indenture should be included in the cost 
of service rather than charged to debt discount and expense as proposed by the 
Staff. The company points out that the expense of supplemental indentures is 
a recurring expense and has no relationship to the issuance of securities as 
assumed by the Staff. 

This adjustment to the Staff’s cost of service is justified and would be 
properly taken into account in the development of a rate for the indefinite future. 


% For what would such advertising accomplish? These representations were made 
publicly by the company in January, 1958: 

Since 1949 the utility customers served by Michigan Wisconsin have been oper- 
ating under restrictions which have prohibited the addition of large firm industrial 
customers (9 F.P.C. 127, 136), and since 1952 the pipeline has been forced to prevent 
or limit the addition of space heating customers. (11 F.P.C. 907). 

These restrictions still exist, except in the case of Michigan Consolidated, where 
Michigan Wisconsin has accomplished the same purpose by limiting its obligation to 
deliver gas to the annual volume which Michigan Consolidated received prior to the 
construction of the American Louisiana Pipeline. (15 F.P.C. 28, 25-36.) 

There are no prospects that the restrictions currently in effect under Michigan 
Wisconsin’s present form of tariff will be removed even if Michigan Wisconsin receives 
its fair share of the initial expansion of the American Louisiana system. 

On the contrary, even with its share of that expansion, Michigan Wisconsin’s 
customers must continue to refuse firm service to industrial customers using more 
than 10,000 per month and must restrict space heating service to only a portion of 
those who desire such service in 1958. 

With the demand for natural gas far exceeding the supply Michigan Wisconsin in 
1952 was required, with the approval of this Commission, to place restrictions in 
effect which prohibited all of its utility customers from connecting new space heating 
loads. 

From Brief of Michigan Wisconsin Pipe Line Company filed In the Matters of American 
Louisiana Pipe Line Company et al., Docket No, G-10396, et al., dated January 1, 1958. 
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9. Tazves 

A somewhat minor disagreement arose between the company and the Staff 
with respect to the computation of ad valorem taxes. This arose because the 
Staff used a composite tax rate which assumed that facilities added to its 
system by the company were distributed among the various states in the service 
area in the same ratio as existing facilities. 

Apparently since most of the new facilities are in Wisconsin where the 
tax rate is $19.05, recomputation on the basis of the actual tax rate results in an 
increase in the ad valorem tax expense figure of $55,937. 

This adjustment would be proper in a cost of service study relating to a 
rate level for the indefinite future. 

The Staff’s inadvertent treatment of a non-deductible write-off of interest 
capitalized in prior years has been demonstrated by a company witness to 
result in an overstatement of income tax deductions and a consequent under- 
statement of Federal and State income taxes. 

The revision proposed by the company in taxes amounts to $133,481, and 
would be appropriate in a cost of service study which would form the basis 
of a rate for the indefinite future. 


Rate of Return 


In G-8511, the same proposal with respect to rate of return was made by the 
company as is made here, i.e., that a 6.25 percent return should be fixed in lieu 
of the 6 percent heretofore used and which was used by the Staff in its 
presentation herein. 

The examiner declined to pass upon this issue in G—8511 because of the 
pendency of this matter (G—10524) in which the same contention was being 
made, and because in his view the assignment of a 6%4 percent return would 
not have affected the result he reached, ie., that the company’s actual cost 
of service for the nineteen month period would not justify the basic rate 
which was sought to be increased, and this was so regardless of whether a 
6 percent or a 6%4 percent return was employed. Arithmetical errors in the 
examiner’s decision were pointed out by the company in its exceptions, but 
the Commission’s order, with corrected arithmetic, reached the same result, 
i.e., that with either a 6 percent or a 6% percent rate of return, the rate sought 
in G-8511 could not be justified. 

There is no further need for consideration of rate of return in this case 
in view of the result reached herein on the merits. In other words, since 
by this decision (if the result could have been permitted by the Commission 
to become final), the company would have achieved all it had asked for and, 
therefore, all it could have expected, there would be no need to speculate as to 
what the figures would have disclosed if the cost of service were gauged on 
the basis of 6%, rather than the 6 percent used by the Staff. This would be 
mere arithmetic. 

It might be observed, also, that due to the seemingly irregular fluctuations 
of the securities market an analysis prepared some time prior to July, 1956, 
may be outdated. As the Witness Dr. Badger observed, “The capital markets 
are highly competitive. Utility enterprises must compete with non-regulated 
industries for their capital * * *.” 

Further, “A basic premise that should be fundamental to a rate of return 
determination is that only one money market exists, and that the competition 
of securities in the market place is a complete business reality.” 

In view of the passage of time since the expert testimony was adduced in 
this matter, also in view of the fact that with respect to this “locked in” 
period, determination of the issue of rate of return is not necessary to the proper 
determination of the matter and in view of the fact that decision on this point 


556—794—_ 6323 
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would be of little if any value in the consideration of the next rate filing, no 
conclusion will be announced with respect to the company’s contention that 
should it be permitted to earn at the rate of 6.25 percent rather than at the 
rate of 6 percent as currently provided. 


(h) Sales Volume 


One of the subjects pursued in this hearing and in the previous hearing 
on Docket No. G-8511 as well, which has been productive of great strife has 
been the matter of what sales volume should used for computation of the rate. 

The present filing was made by Michigan Wisconsin on the basis of 147,095,000 
Mcf annual sales, which represents what the company regards as “100 percent 
load factor operation of the designed capacity of its main line of 110,595,000 
Mcf per year and 36,500,000 Mcf per year * * * from American Louisiana.” 

The staff used 152,021,000 Mcf as the annual sales figure for rate purposes. 
This is a rounded figure arrived at by use of the addition of the amounts 
contracted for from Phillips and Gulf, plus 10,000 Mcf per day from American 
Louisiana. 

The Staff witness testified that 118,953,742 Mcf of gas actually moved through 
the system during the year ended October 31, 1956. This actual figure aug- 
mented by American Louisiana at the rate of 36,500,000 annually amounts to 
155,453,742 Mcf as a test year estimate of possible sales. However, the Staff 
limited the figure to the contract amounts and took into consideration the 
requirements of Michigan Wisconsin’s customers as reflected in G—2306. 

The question of the propriety of using any sales capacity greater than the 
so-called design capacity of the system in the fixing of rates is one which has 
involved much analysis, study, cross-examination, and argument, both in G-8511 
and in the present case. 

It is obvious that it is advantageous for the company to have its annual 
sales volume pegged as low as it can be for rate fixing and as high as it can 
be for revenue acquisition purposes. No one denies that proper design of a 
pipeline requires that infrequent peaks be provided for so that service to con- 
sumers will not be interrupted. On the other hand, when the records disclose 
that the pipeline has been used, and apparently with no ill effects, to transport 
volumes of gas to market substantially in excess of the design capacity, not 
in isolated instances, but year after year, it does not seem equitable to the gas 
customer to wink at such statistics in rate fixing. The Staff seems to approach 
this matter on the theory that what has been done several times is likely to 
be done again, and it would be difficult indeed to overcome the logic of such an 
approach. 

The company’s storage facilities and their use introduced an element into 
the matter which can be used to muddy up the appraisal of the situation. Rates 
are based on what everyone agrees should represent a “normal year”. In a 
normal year storage inputs and withdrawals should balance out, and if this 
does not happen, it is not a “normal year’. One of the tactics of counsel which 
led to much confusing testimony was the effort to relate abnormal withdrawals 
of storage in a past period to sales volumes which could be anticipated in future 
periods. However, the evidence is clear that whether the normalized year figures 
presented by the Staff are dubbed “abstractions” or some other term, the figure 
used by the Staff in this rate case for expected normal year sales, i.e., 152,021,000 
Mcf, is a reasonable one and will not produce an unreasonable result. The 
110,595,000 Mcf used by the company as the basis of its exhibits has been rejected 
by the Commission as a proper sales base for rate fixing purposes in G-8511. 

Re-examination and re-study in the instant matter do not reveal that such 
base should be used herein. 
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As heretofore observed, the Staff has withdrawn its opposition to the 35.75 
cents per Mcf proposed in this matter for the ten month period. This is based 
partially on an analysis which resolves all questions, including this question of 
sales capacity, against the company except the questions of the pricing of 
American Louisiana gas and Phillips gas. 


(i) Liberalized Tax Depreciation 


In the cost of service proposed by Michigan Wisconsin, Federal income taxes 
are included as an expense as if they were to be actually paid currently in such 
amounts. However, by reason of Section 167 of the Internal Revenue Code of 
1954, Michigan Wisconsin is entitled to employ a liberalized depreciation method, 
theoretically deferring a part of the tax until some future year. 

Michigan Wisconsin proposed "that the deferred income taxes arising from 
such elections (to use liberalized tax depreciation) be charged to the current 
income account with a concurrent credit to a reserve for deferred income taxes.” 
In the company’s view this procedure does not currently increase costs or change 
net income from that which would result if the company did not elect to use 
accelerated depreciation for tax purposes. 

As pointed out by the company, the procedures it proposes are consistent with 
the findings of the Commission in its Opinion No. 264, 12 FPC 369, in Docket No. 
R-126, and in its Opinion No. 269, 13 FPC 53, in Panhandle Eastern Pipe Line 
Company’s rate case, G-1116 et al., which aspect of Opinion No. 269 was affirmed 
by the courts (City of Detroit v. Federal Power Commission, 230 F. 2d 810; cert. 
den. 352 U.S. 829). Also Michigan Wisconsin points out the Commission’s order 
issued June 30, 1956 in G-—6358, which affirmed the decision of the Presiding 
Examiner in the case entitled Amere Gas Utilities et al., 15 FPC 781. 

It was on the basis of the decision of the Commission in the Amere case that 
the examiner refused to permit the Wisconsin Public Service Commission to 
present documentary evidence and testimony in support of its contention that 
any reserve for tax savings resulting from the use for income tax purposes of 
the liberalized depreciation methods of Section 167 should be deducted from the 
rate base. 

However, on appeal from this ruling, the Commission reversed the ruling of 
the examiner refusing to receive the proffered evidence. In its order, March 29, 
1957, 17 FPC 458, the Commission stated it was its view that the Wisconsin 
Commission should be allowed to raise this issue and present evidence to 
reflect its position. The examiner was directed to receive Exhibits Nos. 13, 
14, and 15 for identification. Inherent in such directive was the conclusion 
that such exhibits were relevant and material so no further discussion was had 
in the hearing respecting admissibility, and the documents were officially re- 
ceived in evidence on April 1, 1957. When the above-described ruling was made 
by the examiner he was under the impression that the Commission had ruled 
on this question in the Amere case. Despite the order of reversal, nothing sub- 
stantive has transpired since the Amere decision to alter its status as a prece- 
dent. The Commission has not repudiated the views it expressed in Amere. 
There have been procedural problems respecting the reviewability of the Amere 
decision and an indication by the Commission that it would prefer a challenge 
of its views as they are applied to a particular rate case, such as this is (or 
might have been) rather than a review of a declaratory or advisory type of 
opinion and order. Also the question of Amere’s status as a definitive rule has 
given some concern, in the absence of the adoption of a rule adopted after 
regular rule making procedures. Whatever the reason for Amere’s fuilure to 
achieve the status and binding force of other Commission determinations, there 
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has yet to be any decision by the Commission repudiating its views as expressed 
in Amere or any indication that it has any intention of doing so. 

Re-examination of the Presiding Examiner’s decision and the Commission’s 
order affirming that decision, and the evidence adduced in this matter has not 
disclosed any reason for a determination of this issue which would be inconsis- 


tent with that decision. As the Commission said in its June 30, 1956 order (15 
FPC 781): 


We can find no legal difference between the problem now before us and 
that which was presented to us by Section 124A (now Section 168) of the 
Internal Revenue Code. * * * Therefore what was said in our opinion 
No. 264 in docket No. R-126 and in our opinion No. 269 in Panhandle Hast- 
ern Pipe Line Company, Docket No. G—1116 et al. and what was said by the 
United States Circuit Court of Appeals for the District of Columbia Circuit 
in City of Detroit v. Federal Power Commission on December 15, 1955 (230 
F. 2d 810), in which the Commission treatment of accelerated depreciation 


in the Panhandle case was fully approved is completely controlling in this 
matter. 


* e * » * * * 


* * * we know of no way to effectuate the clear and obvious Con- 
gressional intent except by (providing for the creation of a reserve account 
for the deferred taxes). 

Being in complete accord with the Commission’s views heretofore cited, the 
contention of the Wisconsin Commission is rejected and the accounting pro- 
visions for the deferred taxes as proposed by Michigan Wisconsin are approved. 


Conclusion 


As heretofore stated, the Staff has concluded that the rate sought herein for 
the ten-month period does not exceed a just and reasonable rate, after giving con- 
sideration to increased costs of gas. This conclusion is based on the assumption 
that sales were made (on an annual basis) in a volume of 152,021 Mmcf. Using 
the assumption of sales on the annual volume level used by the company, it 
would appear that the sales revenues by the company for the ten-month period 
may not have been such as to return to the company its full cost of service for 
the particular period. 

It should be pointed out that the Staff’s acquiescence in the rate sought for the 
ten-month period is based on a cost of service study which resolves all contro- 
verted issues other than cost of gas, against the company. If some of these is- 
sues would have been resolved in the company’s favor in the development of a 
rate for the indefinite future, it would seem that the company’s claim to the rate 
it seeks for the ten-month period involved herein would be more meritorious. 

The following conclusions, then, are announced herein : 

1. The rate of 35.75 cents per Mcf as provided for by Michigan Wisconsin 
Pipe Line Company’s Fourth Revised Sheet No. 5 to its FPC Tariff, Original 
Volume No. 1 as applied to the period November 15, 1956—-September 15, 1957, 
has been shown to be justified, and it has not been shown to be unjust, unreason- 
able, unduly discriminatory, preferential, or otherwise unlawful, and, but for 
countervailing legal considerations, it would not be in the public interest to 
further defer approval of said rate. 

2. The motion of the Staff to strike certain exhibits and testimony (discussed 
ante p. 315 et seq.) is denied. 

8. No justification has been shown for the imposition of a condition in the 
order of approval of the rates providing for the passing on of any refunds re- 
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ceived by Michigan Wisconsin from its suppliers Phillips and American Louisi- 
ana without a further proceeding to relate such refunds to the actual costs 
experienced by the company during the ten-month period involved herein. 

4. But for countervailing legal considerations this proceeding should be 
terminated and the company be released from the duties, obligations and require- 
ments imposed upon it by the order of the Commission issued December 10, 
1956 and its agreement and undertaking filed thereunder on December 31, 1956. 





The “Mobile Case” 






The “Mobile Case” (350 U.S. 332) created aspects in the regulation of inter- 
state natural gas pipe line companies which apparently were not fully appreci- 
ated until the “Memphis Case” (250 F. 2d 402) was decided by the Court of 
Appeals in November, 1957. It is fair to assume, in the absence of further ju- 
dicial pronouncements, that the procedures for examination and approval of rate 
increases which the Commission has been employing in past years may no longer 
be pursued. 




















It would seem clear that the Commission may not grant approval to rate in- 
creases filed with it under Section 4(e) which are not accompanied by a negoti- 
ated agreement between the natural gas company and its customers. 

Since no such agreement has been filed herein, and the Commission is without 
power to approve any such rate increase in the absence of such agreement, it 
would appear that regardless of the justness or reasonableness of the proposed 
rate, as established in this case, for the period it covers, the rate increase must 
be rejected and a refund made of all moneys collected pursuant to such filing. 

Whether the Mobile decision will be reversed, modified, or otherwise affected 
by the pending appeal of the Memphis Case is in the realm of purest speculation 
at this time.* The Commission has announced its intention to “continue to 
accept for filing rate schedules and rate schedule changes in tariff form, and 
continue to process them * * *.”” However, it is believed that the word “proc 
ess” as there used comprehends all of the steps heretofore taken in the disposi- 
tion of rate filings under Section 4 except final orders, the issuance of which, 
presumably, will await the outcome of the Memphis appeal. This, of course, 
is an intermediate decision and order containing findings and conclusions on the 
merits of the filing, a step in the “process” contemplated by the HZ] Paso Opinion, 
but rendered, as well, in accordance with the law as stated by the courts in the 
Mobile and Memphis opinions. It will become final only in the event exceptions 
are not filed or review of the matter is not initiated by the Commission on its 
own motion. 



















ORDER 





WHEREFORE, IT IS ORDERED, subject to review by the Commission pur- 
suant to its Rules of Practice and Procedure, that: 

(A) The rates and charges contained in the Fourth Revised Sheet No. 5 to 
FPC Gas Tariff, Original Volume No. 1, not having been the subject of a nego- 
tiated agreement between Michigan Wisconsin Pipe Line Company and its 
customers, are hereby disallowed. 

(B) Michigan Wisconsin shall refund to each wholesale customer with inter- 
est at 6 percent per annum from the date of payment to Michigan Wisconsin 
to the date of refund by it. the difference between the amounts which have been 





%*By action announced on March 3, 1958, the Supreme Court declined to advance the 

Memphis case on its calendar for argument so that it might be disposed of this Term. 
17 Opinion and Order Denying Motions to Dismiss In the Matter of El Paso Natural Gae 

Company, Docket No. G—12948, issued January 24, 1958, 19 FPC 154. 
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collected by Michigan Wisconsin under the rates established in the presently 
effective negotiated contract with each customer and the amounts actually 
received, for the period November 15, 1956 to September 15, 1957. Michigan 
Wisconsin shall bear all costs of refunding. 

(C) Within seventy days from the effective date of this order Michigan 
Wisconsin shall report to the Commission in writing and under oath, the amount 
of refund to each customer for the period, November 15, 1956 through September 
15, 1957. 

(D) Upon compliance with the terms of this order the proceedings in G—10524 
shall be terminated. 

WILLIAM J. COSTELLO, 
Presiding Examiner. 


SUPPLEMENTAL DECISION 
ON A FILING FOR AN INCREASE IN RATES 
(Issued December 1, 1958) 


COSTELLO, PRESIDING EXAMINER: This is a supplemental decision. 
Provision for such supplement was made in the Commission’s order issued August 
5, 1958, “Remanding Proceeding to Presiding Examiner’, 20 FPC 127, which 
order is an integral part of the record of the proceeding, and therefore need not 
be detailed herein. 

The August 5, 1958 order concerned itself with an intermediate decision filed 
by the undersigned in this matter on March 17, 1958, to which all parties and the 
Commission’s staff excepted in whole or in part. The gist of the decision was 
Examiner’s conclusion that the rate increase sought in this matter was justified 
by the facts of record and would produce a “just and reasonable” rate for the 
period involved. However, it was concluded that the Natural Gas Act, as inter- 
preted by the Court of Appeals in the “Memphis Case”, prohibited the approval 
of the rate increase sought herein. 

The Commission’s order of August 5, 1958 said “the Mobile case does not apply”, 
because Michigan-Wisconsin’s customers “have granted Michigan-Wisconsin the 
right to seek increases.” Until the Commission’s view of the law has been pro- 
nounced as erroneous, it “intends to continue to accept changes in rate schedules 
for filing and shall continue to process them as * * * in the past.”? 

Turning to the examiner’s decision, the Commission noted the absence of 
specific “findings on the treatment of regulatory expense”, a lack of any “definite 
conclusion as to what would be the appropriate rate of return.” “Furthermore”, 
continues the order, “he did not compute a cost of service on the basis of his 
findings with respect to the substantive issues in the case and therefore did not 
arrive at a unit cost of gas.” 

“We agree with the Wisconsin Commission in its exceptions”, the Commis- 
sion said, “that there has been a failure here to make the subsidiary findings that 
are essential to support the ultimate conclusion that the proposed rate is not 
unjust and unreasonable.” 


2The post-Memphis processing of all rate cases does differ from the pre-Memphis proc- 
essing with respect to the scope of the assurance a pipeline company must provide in order 
to collect an increased rate. See El Paso Natural Gas Co., Docket No. G—12948, order 
issued December 31, 1957 (18 F.P.C. 838). Also, it may be observed, no pipeline com- 
pany has been released from its bond or undertaking with respect to any rate increase 
filed since November 21, 1957, when Memphis was decided by the Court of Appeals. 
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It should be noted that the order also denies the request of the Wisconsin 
Commission that the record be reopened so that results of actual operation during 
the locked-in period be included, saying that such course “would be unjustified 
in view of the fact that a cost of service can be obtained on the basis of data 
already in the record.” 

On September 5, 1958, the undersigned forwarded to all of the parties and to 
the Staff a memorandum inviting the submission of a supplemental brief or 
statement which would assist the Examiner to fulfill the Commission’s request 
for “complete findings on all aspects of cost of service.” 

On September 10, 1958, the Wisconsin Commission filed a letter stating that 
since the best presentation of which its counsel was capable was made in its 
brief (filed August 12, 1958), it would continue to rely on such brief. 

On October 6, 1958, Michigan-Wisconsin submitted a “Supplemental Statement.” 

The Staff of the Commission made no filing in response to the Examiner’s 
invitation and neither the Wisconsin Commission nor the Staff filed any reply 
to Michigan-Wisconsin’s “Supplemental Statement”, although provision had 
been made for such replies. 


Discussion 


As set forth in the March 17, 1958 decision, the Staff’s opposition to the rate 
increase sought by Michigan-Wisconsin has evaporated because the Staff has 
concluded that even taking into account all of its proposed adjustments (a num- 
ber of which were contested by Michigan-Wisconsin), the cost of service appli- 
cable to the locked-in period involved in this matter would produce a unit figure 
per Mcf of 35.64 cents, as compared with the rate of 35.75 cents per Mcf sought 
in this case. 

Having reviewed with considerable care the Staff’s original exhibit (No. 16) 
as augmented by “Table A” found on pages 8 and 9 of the staff brief, together 
with the other exhibits and the testimony relating thereto, the conclusion num- 
bered “1” on page 28 of the intermediate decision is herein iterated. Even if 
one were to adopt all of the Staff’s adjustments, the rate sought herein has 
been shown to be justified. Disagreement with the Staff on certain items of cost 
of service merely intensifies this justification. The monetary amount of these 
adjustments to the Staff’s cost of service by the Examiner is $691,833. The 
unit cost of service taking such adjustments into account is 36.09 cents per 
Mcf. This can be only of academic interest since under no condition could the 
Commission fix the rate for this period at any higher level than the 35.75 cents 
per Mcf applied for and covered in the filing made by Michigan-Wisconsin.* 


2The Wisconsin Commission’s exceptions to the Examiner’s March 17, 1958 Decision 
assign as error the absence therein of what it regards as essential findings of fact, but 
the brief on which it relies contains no proposed findings and conclusions identifiable as 
such, and none was submitted in response to the Examiner’s invitation. 

Computations which produce a unit rate in excess of that covered by the filing by 
Michigan-Wisconsin are believed by the Examiner to be valueless since the Commission 
has no authority to approve a higher rate than that applied for. Likewise computations 
of rates employing a rate of return higher than the rate of return used by the Commission 
in its previous Michigan-Wisconsin rate proceeding (6% in G—8511) would seem to be of 
no practical significance, if a computation using the last approved rate of return produces 
a unit rate per Mcf equal to or higher than the unit rate covered by the filing. These 
views which seemingly are not as yet, at least, shared by the Commission account for the 
omission in the March 17 decision of computations showing application of the 6.25% 
rate of return to either the cost of service as derived by the Staff or to such cost as 
modified by the Examiner’s readjustments. 
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Rate of Return 


The company in its original presentation contended that the 6% rate of return 
employed by the Commission in fixing its rates was too low and that a rate of 
return of 6.25% should be used. The original filing contemplated the establish- 
ment of a rate for the indefinite future. However, because of the subsequent 
filing, the rate involved herein affects only a ten-month period which occurred 
well over a year ago. The company’s need for the higher rate of return was 
based in a large part on its need for a return adequate to attract capital. As 
Michigan-Wisconsin’s witness Badger explained: 

Thus, in my opinion, the fair rate of return should be defined as a com- 
posite rate on over-all capital with an adequate coverage ratio, plus an 
amount sufficient to return to the common stockholder a return commen- 
surate with that currently being earned on common stocks of other enter- 
prises having similar risks. Again, this return should be adequate at all 
times to attract additional common stock capital as required to maintain 
a balanced capital structure. 

In view of the obvious fact that the rate sought to be approved in this matter 
can be applied only to a 10-month period which ended well over a year ago, the 
thrust of the principal reason for the higher than 6% rate of return has been 
spent. It is not likely that any investor will be affected by anything which is 
said on this subject herein, in view of the time which has passed since the 
period covered by this rate filing. The investor may be interested in the fact 
that the company’s rate filing covering this past period was approved in full 
by the regulatory agency (if this comes about finally) but it is not likely that 
he would be impressed by the details of this ancient history, or speculation as 
to what the Commission might have done had a different filing been made. 

While no rate in excess of the rate filed by the Company may be given effect 
by the Commission, regardless of what may or may not be in the record, the 
tables appended hereto show, among other things, what might have been the 
subject for consideration by the Commission if (1) the company had filed a 
rate higher than 35.75 to be effective November 15, 1956 and (2) if no filing 
of a new rate (G-—12292) to be effective on September 15, 1957 had been made. 
In such event an inquiry would have been in order to determine the company’s 
need for a return in excess of 6% “to attract additional common stock capital 
as required to maintain a balanced capital structure.” In the circumstances 
it is found that a 6% return is fair and reasonable for the period covered by 
this filing. 

Michigan-Wisconsin did not file any exception to the Examiner’s refusal to 
weigh and to evaluate its claim for allowance of a 6.25% rate of return, possibly 
because it realized that neither approval nor disapproval would have any prac- 
tical effect on the dollar aspects of the decision and likewise would have no 
important bearing on its claimed need of 6.25% in G-—12292 or subsequent rate 
cases since those cases must be decided on their own facts.‘ 


Actual Data 


One of the Wisconsin Commission’s exceptions related to an alleged error of 
the Examiner in allowing an item of $110,000 for “regulatory Commission ex- 
pense” which figure was a judgment figure presented by Witness Lynch. The 
Lynch estimate was arrived at by arbitrarily quartering costs actually incurred 
in an earlier more protracted case. 


4 Psychologically, however, it would be easier to argue that you should be permitted to 
continue to earn at the rate of 6.25% than to argue that you should be permitted to earn 
at a higher rate than theretofore approved. 


es ax lhl HelUrrlUk CU OO CUO lO 
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The use of actual or recorded data is always to be preferred to estimated data. 
It is frequently not possible to secure actual data for use in a hearing, and it 
is not always practical or in the overall interest of the public to reopen a hearing 
at some later date to acquire actual data. 

In Wisconsin’s exceptions, it was requested that the proceeding be remanded 
to the Examiner to obtain certain actual figures. The Commission in its August 
5, 1958 order denied this request, saying, “This would involve further hearing 
and protracted proceedings which would be unjustified in view of the fact that 
a cost of service can be obtained on the basis of data already in the record.” 

Whether properly or improperly, the Examiner referred in the March 17 
decision to certain figures submitted in F.P.C. Form 11, to test for reasonable- 
ness the estimates of sales figures and storage figures as developed and used by 
the company and the staff in lieu of actual figures. (See pages 8 and 9 and 
Footnotes 7 and 9.) No challenge has been submitted in the filed exceptions 
to this method of testing the estimates of record. 

We do not have a similar extra-record source of information to use in weigh- 
ing the regulatory Commission expense attributable to this case which should 
be included in the cost of service. While Wisconsin questions the adoption 
of the figure of $110,000, no substitute figure nor any method of arriving at a 
better figure has been suggested by Wisconsin, other than for opening of the 
hearing to obtain an actual figure, which course the Commission has declined 
to take. 

In the circumstances, and in the absence of contrary evidence, it is found 
that the figure sponsored by the Witness Lynch as an estimated expense figure 
for the instant proceeding is reasonable. 

The pages appended hereto as an Appendix, contain the tabulations called for 
by the Commission’s order and a summary page. The undersigned Examiner, 
however, has found the filed rate to be just and reasonable on the basis of a cost 
of service of $54,868,810 based on test year annual sales of 152,021,000 Mcf. 
This rate, based upon a return allowance of 6% appears to be 36.09 cents per 
Mef as compared to the filed rate of 35.75 cents per Mcf. Other figures appearing 
in the Appendix, particularly those relating to a 6.25% return allowance are 
submitted for purposes of illustration only. 

One of the exceptions filed by the Wisconsin Commission related to the alleged 
failure of the Examiner to make any finding respecting a claim by the company 
that it be permitted to amortize certain out-of-period gas costs as regulatory 
Commission expense, since these extra costs, Michigan-Wisconsin contends, are 
due to an error made by the Commission in connection with a Phillips rate 
filing. The attention of the Commission (and the Wisconsin Commmission) is 
respectfully called to pages 18 and 19 of the March 17 decision wherein under 
(f) it is said “the conclusion respecting this item is in accord with the Com- 
mission decision (in G—8511, 18 F.P.C. 407) since no new facts or arguments 
respecting this item have been advanced herein.” 


Wir1ram J. Costetro, 
Presiding Examiner. 
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APPENDIX 
MICHIGAN WISCONSIN P1PE LINE CoMPANny, DocKEtT No. G-10524 
Summary 


Total Mef unit 
rate 





With 6% return allowance: 
Cost of service per FPC staff $54, 176, 977 135. H4¢ 
Cost of service per FPC staff with further adjustments by examiner 54, 868, 810 2 36. 00¢ 


* * * 7 ° * 


With 6.25% return allowance: - 
Cost of service based on FPC staff exhibits... -.------.--------------------| 54, 701, 236 
Cost of service based on staff exhibits with further adjustments by examiner. 55, 412, 786 


1 See table 1, following. 
3 See table 2, following. 


APPENDIX 


MICHIGAN WISCONSIN Pire Line Company, Docket No. G—10524 


TABLE 1.—Cost of service per FPC staff’ 


{As originally submitted and as revised] # 


Operating expenses: 

Purchased gas $25, 925, 848 
Purchased gas expense 15, 289 
Gas delivered to underground storage (6, 272, 000) 
Gas withdrawn from underground storage 6, 272, 000 
Company used gas 1, 844, 649 
Transmission operation and maintenance 5, 481, 405 
Storage operating and maintenance 2, 712, 729 
Distribution operation and maintenance________--_~ 147, 702 
Advertising = 

Customers’ accounting and collection expenses 17, 842 
Administrative and general expenses 1, 724, 241 


Total operating expenses 34, 180, 407 
Other income 20, 717 
Depreciation 4, 573, 179 


Taxes: 
Taxes other than income 1, 456, 151 
State income taxes 86, 840 
Federal income taxes 4, 379, 033 


Total taxes 5, 922, 024 

Subtotal 44, 654, 893 

Return at 6 percent 6, 119, 440 

Cost of service as shown in hearing exhibit No. 16_. 50,774, 333 
Additional cost of gas purchased from Phillips 

Petroleum Company *1, 513, 638 
Recalculation of cost of gas from American Louisi- 

ana Pipe Line Company. *1, 210, 340 
Increase in return and taxes to reflect greater stor- 

age and higher cost of stored gas________________ *92, 705 
Increased return, taxes and depreciation due to 

added facilities certificated in docket No. G-2327: 

6 percent return on added facilities *169, 187 

Federal and State income taxes *179, 580 

*103, 713 

1 Staff computations were made on the basis of test year estimated sales in the amount 
of 152,021,000 Mcf. 


*The augmentation of the original staff cost study is contained in the staff’s brief in 
table A. These figures marked by asterisk. 





FEDERAL POWER COMMISSION 


Operating expenses—Continued 
Understatement of income taxes due to inclusion of 
$125,756 nondeductible write-off of interest capital- 


54, 176, 977 
Augmented staff cost of service: 
Rate per Mcf (based on 6 percent return) 
Adjustment for return allowance of 6.25 per- 
cent 
Rate per Mcf (based on 6.25 percent return) 


MICHIGAN WISCONSIN PIre LINE Company, DockKEt No. G—10524 


Tan_Le 2.—Cost of service per examiner 


[Staff cost as revised] 


Cost of service per FPC staff * $54, 176, 977 

Examiner’s adjustments: 
Additional employees 101, 941 
Salary and wage adjustment 208, 920 
Expenses and payroll charged to construction 212, 408 
Storage well rehabilitation 20, 000 
Advertising 60, 000 
A.G.A. TV fund 14, 500 
Indenture charges 18, 127 


55, 937 


691, 833 


Cost of service based on examiner’s decision assuming a 
return allowance of 6% 54, 868, 810 
Rate per Mcf 
Adjustment for return allowance of 6.25% * 543, 976 


Cost of service based on examiner’s decision assuming a 
return allowance of 6.25% 55, 412, 786 
Rate per Mcf 


2 See table 1. 


2The cost of service as found by the examiner would be adjusted as follows in order to 


reflect return at 6.25%: 


Return at 6% per Staff Exhibit 16 $ 
Staff adjustments (Staff Brief—Table A) : 

Storage investment 

Plant investment 


Return at 6% as reflected in staff brief (table A) 


Return at 6.25% 00% $6388,197) 


Increase 


Federal and State income taxes at 51% and 1% respectively (106.143% 
of $263,883) 


Total increase in cost of service 


6, 119, 440 


169, 187 


6, 333, 197 


6, 597, 080 


263, 883 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


ALABAMA-TENNESSEE NATURAL GAS COMPANY, DOCKET NO. G-12361 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 6, 1959) 


Alabama-Tennessee Natural Gas Company (Applicant), a Delaware corpora- 
tion, with its principal place of business at Florence, Alabama, filed an application 
on April 8, 1957, for a certificate of public convenience and necessity, pursuant to 
Section 7 of the Natural Gas Act, authorizing the construction and operation of 
natural gas pipeline facilities, as hereinafter described, subject to the jurisdiction 
of the Commission, to render a direct interruptible natural gas service to the 
Ford Motor Company plant for industrial uses and to serve other customers who 
are awaiting Service. The facilities proposed are as follows: 

(1) Approximately 5.64 miles of 10-inch transmission pipeline looping its 
existing 6-inch mainline between Decatur and Huntsville, Alabama. 

(2) A 350-horsepower compressor unit to be installed on the main system in 
Limestone County, Alabama. 

(3) Approximately 0.8 of a mile of 6-inch lateral pipeline and a measuring 
station, to deliver up to 1,500 Mef of natural gas per day to the Ford Motor Com- 
pany aluminum die casting plant near Muscle Shoals, Alabama. 

The estimated capital cost of all the proposed facilities is $318,000. Part of the 
cost is to be met by an advance by the Ford Motor Company; part by a bank 
loan, and the balance from available funds. 

The proposed facilities are required to enable Applicant to adequately serve 
its customers, including the Ford Motor Company’s plant. 

Temporary authorization to construct and operate the facilities proposed in 
the application was granted to Applicant on May 3, 1957, without prejudice to 
such final determination as the record may require, and subject to the disposition 
of the application of Tennessee Gas Transmission Company in Docket No. G-11107. 

Applicant buys all its gas from Tennessee Gas Transmission Company. The 
latter was granted temporary authority in Docket No. G—11107 to deliver an 
additional 7,124 Mcf per day to Applicant, bringing its total authorized delivery 
to 71,984 Mcf per day. This was adequate to meet Applicant’s 1957-1958 peak 
day requirement. 

Pursuant to due notice of publication and date of hearing, a public hearing 
was commenced on August 10, 1958. No petitions to intervene or protests to the 
granting of the application had been received. Staff Counsel moved for post- 
ponement of the hearing until further notice and the hearing was held on Febru- 
ary 26, 1959. In the interim since August 10, 1958, no protests or petitions to 
intervene have been filed. Staff Counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and that the Commission render a 
decision herein, pursuant to Section 1.30(c) (1), of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 

(1) Applicant, Alabama-Tennessee Natural Gas Company, a Delaware corpo- 
ration, having its principal place of business in Florence, Alabama, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of July 1, 1948 in Docket No. G-585. 

(2) The facilities hereinbefore described, as more fully described in the ap- 
plication herein, are proposed to be used in the transportation of natural gas 
in interstate commerce, subject to the jurisdiction of the Commission, as integral 
parts of Applicant’s existing pipeline system, and the construction and operation 
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thereof by Applicant are subject to the requirements of Subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c)(3), (c)(4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Applicant and to 
the exercise of the rights granted thereunder, and that the time within which 
construction of the facilities authorized by this order shall be completed and in 
actual operation should be fixed at three months from the date on which this 
order issues. 

(6) The certificate hereinafter issued to Applicant should be limited to author 
ize service to the Ford Motor Company in volumes and upon terms of not to exceed 
1,500 Mcf per day, 500 Mcf of which to be on a firm basis and 1,000 Mcf to be on 
an interruptible basis. 

(7) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure was unopposed by any party of record, and not 
having been denied by the Commission, is granted, pursuant to Section 1.30 (c) 
(1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Alabama-Tennessee Natural Gas Company to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application in this proceeding and the exhibits appended thereto, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) The general terms and condtions set forth in paragraphs (a), (b), 
(ec) (3), (ce) (4), and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act shall attach to the issuance of the certificate granted 
in paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized to Applicant shall 
be constructed and placed in actual operation as provided by paragraph (b) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act is 
hereby fixed at three months from the date on which this order issues. 

(D) The delivery of gas to the Ford Motor Company’s plant authorized by the 
certificate issued to Applicant in paragraph (A) hereof is not to exceed 500 Mcf 
per day upon a firm basis and not to exceed 1,000 Mcf per day upon an 
interruptible basis. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


TEXAS ILLINOIS NATURAL GAS PIPELINE COMPANY, 
DOCKET NO. G-17034 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 6, 1959) 
On November 21, 1958, Texas Illinois Natural Gas Pipeline Company (Appli- 


cant) filed an application in Docket No. G—17034, pursuant to Section 7 (c) of the 
Natural Gas Act, for a certificate of public convenience and necessity authorizing 
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the construction and operation of field facilities to enable Applicant to take into 
its certificated main pipeline system natural gas which will be purchased from 
producers in the general area of Applicant’s existing transmission system from 
time to time during the calendar year 1959. 

The purpose of this budget-type application is to augment Applicant’s ability 
to act with reasonable dispatch in contracting for and connecting to its pipeline 
system new supplies of natural gas in various producing areas generally 
coextensive with its system. 

The estimated total cost of the facilities to be constructed is not to exceed 
$500,000 during the calendar year 1959, with no single project to exceed a cost 
of $125,000. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
February 24, 1959, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Texas Illinois Natural Gas Pipeline Company, a Delaware cor- 
poration having its principal place of business in Chicago, Illinois, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order issued June 14, 1950, in Docket No. G-1246 (9 FPO 
122). 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, as integral parts of Applicant’s pipeline system and 
the construction and operation thereof by Applicant are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The construction and operation of the facilities hereinbefore described 
will enable Applicant to connect its system with new sources of supply required 
by the public convenience and necessity and a certificate therefor should be is- 
sued as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a) and (e) of Section 157.20 of the Commis- 
sion’s Regulations under the Natural Gas Act (18 CFR 157.20) should attach to 
the certificate issued to Applicant herein and to the exercise of the rights 
granted thereunder. ‘ 

(6) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit, prior to March 1, 1960, a state- 
ment under oath showing: (a) names of fields connected, (b) estimates of gas 
supply attached, (c) a description of the project or projects that have been con- 
structed pursuant to the authorization granted hereunder, during the calendar 
year 1959, (d) the location of said project or projects, and (e) the costs of the 
facilities constructed. 

(7) The authorization granted in the certificate referred to in paragraph (3) 
above should be limited to construction during the calendar year 1959 and the 
total expenditures for facilities so authorized should not exceed a cost of $500,- 
009 with no single project to exceed a cost of $125,000. 

(8) A request during the public hearing by Staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
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and, not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 





(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Texas Illinois Natural Gas Pipeline Company to 
construct and operate natural gas facilities for the purposes stated, upon the 
terms and conditions of this order, as hereinbefore described and as more fully 
described in the application filed in this proceeding. 

(B) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate issued in paragraph (A) hereof and to the exer- 
cise of the rights granted thereunder. 

(C) The Applicant shall submit to the Commission, prior to March 1, 1960, 
a statement under oath, showing: (a) names of fields connected, (b) estimates 
of gas supply attached, (c) a description of the project or projects that have 
been constructed pursuant to the authorization granted hereunder, during the 
calendar year 1959, (d) the location of said project or projects, and (e) the 
costs of the facilities constructed. 

(D) The authorization granted in paragraph (A) hereof shall be limited to 
construction during the calendar year 1959 only, and the total expenditures for 
facilities so authorized shall not exceed a cost of $500,000, with no single project 
to exceed a cost of $125,000. 























Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


PACIFIC NORTHWEST PIPELINE CORPORATION, DOCKET NO. G—10426 
ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued March 6, 1959) 


















Pacific Northwest Pipeline Corporation (Petitioner) filed a petition on Feb- 
ruary 5, 1959, to amend the Commission’s order issued November 21, 1957, in 
Docket No. G-10426, 18 FPC 690, as hereinafter described, subject to the juris- 
diction of the Commission, all as more fully represented in the petition herein. 

The order of the Commission issued November 21, 1957, in Docket No. G-10426 
authorized Petitioner to sell and deliver a maximum of 117,500 Mcf of natural 
gas per day to Colorado Interstate Gas Company (Colorado Interstate) and a 
maximum of 58,750 Mcf per day to Mountain Fuel Supply Company (Mountain 
Fuel). The petition herein requests that this order be amended to authorize 
maximum daily deliveries of 176,250 Mcf per day and 88,125 Mcf per day to 
Colorado Interstate and Mountain Fuel, respectively. The volumes now author- 
ized are for firm gas. The proposed additional quantities will be on an 
interruptible basis. 

The petition states that Colorado Interstate and Mountain Fuel have informed 
Petitioner that they have in the past experienced and anticipate in the future a 
need for daily deliveries of gas from petitioner in volumes exceeding the contract 
demands of 117,500 Mcf and 58,750 Mcf respectively, as limited by the Commis- 
sion’s order. Under the minimum “take or pay for” provisions of Petitioner’s 
FPC Rate Schedule PL-1, Colorado Interstate and Mountain Fuel have paid for 
5,824,763 Mcf and 6,706,880 Mcf of gas respectively as of December 31, 1958, of 
which neither has taken delivery. The minimum bill provision of such rate 
schedule provides that the buyer may subsequently take those volumes, already 
paid for but not taken, free of further cost during the four calendar years fol- 


338 FEDERAL POWER COMMISSION 


lowing the year in which it failed to take the minimum volume. Petitioner 
states that the subject request, if granted, would enable Colorado Interstate and 
Mountain Fuel to make up their prior deficient takes sooner than would other- 
wise be the case. Petitioner further states that the authorization requested will 
enable it to make fuller use of its available natural gas supplies and the capacity 
of its transmission facilities, since the deliveries hereby contemplated do not re- 
quire additional facilities and will only occur if the capacity of Petitioner’s fa- 
cilities as presently certificated, will permit. Petitioner’s own takes of gas 
heretofore paid for but not taken from certain gas production companies will be 
accelerated and will also reduce its exposure to penalty charges under its gas 
purchase contracts. 


The Commission finds: 


It is necessary and appropriate to carry out the provisions of the Natural 
Gas Act and the public convenience and necessity require that the order of the 
Commission issued on Nevember 21, 1957 in Docket No. G—10426 be amended as 
hereinafter ordered. 


The Commission orders: 

(A) The order of the Commission issued on November 21, 1957, in Docket 
No. G—10426 is hereby amended to authorize Petitioner to deliver up to an ad- 
ditional 58,750 Mcf per day and 29,375 Mecf per day to Colorado Interstate and 
Mountain Fuel, respectively, on an interruptible basis under the terms and 
conditions more fully set forth in the petition herein. 

(B) In all other respects, said order shall remain in full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


EASTERN MAINE ELECTRIC COOPERATIVE, INC., DOCKET NO. E-6853 
ORDER AUTHORIZING TRANSMISSION OF ELECTRIC ENERGY TO CANADA 


(Issued March 9, 1959) 


Bastern Maine Electric Cooperative, Inc. (Cooperative), incorporated under 
the laws of the State of Maine, with its principal place of business at Calais, 
Maine, filed an application on November 7, 1958, as supplemented December 
11, 1958, for authorization, pursuant to Section 202(e) of the Federal Power 
Act, to transmit a maximum of 200,000 kwh of electric energy annually from 
the United States to Canada at a maximum rate of transmission of 1,200 kw. 

The energy proposed to be exported will be sold by the Cooperative to The 
New Brunswick Electric Power Commission (New Brunswick Commission), 
a commission appointed under the laws of the Province of New Brunswick, 
Canada, with its principal place of business at Fredericton, New Brunswick, 
in accordance with the terms and at the rates set forth in a Memorandum of 
Agreement, between New Brunswick Commission and Cooperative, dated August 
25, 1958, as supplemented October 30, 1958, incorporated by reference as an 
exhibit to the application.* The source of the energy proposed to be transmitted 
to Canada will be the Cooperative’s diesel plant located at Calais. Such 
energy will be delivered by the Cooperative to the New Brunswick Commission 


1The Memorandum of Agreement also provides for the sale of energy by New Brunswick 
Commission to Cooperative. 
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at Milltown, New Brunswick, by means of a proposed three-phase, 69,000-volt, 
60-cycle circuit, in the vicinity of a point having a latitude 45°10’33’’ north 
and a longitude 67°17’38’’ west, supported at Calais on a fifty-foot, two-pole, 
dead-end structure and extending across a dam and the St. Croix River, which 
forms the International Boundary in this area, to the New Brunswick Com- 
mission substation in Milltown.* The application represents that the energy 
will be exported by the Cooperative during emergencies occurring on the electric 
utility system operated by the New Brunswick Commission. 

Written notice of the application has been given to the Public Utilities 
Commission of Maine and to the Governor of that State. Notice of the filing 
of the application has also been given by publication in the Federal Register 
on November 27, 1958 (23 F.R. 9197), stating that any person desiring to be 
heard or to make any protest with reference to the application should on or 
before December 12, 1958, file with the Federal Power Commission, Washington 
25, D.C., a petition or protest in accordance with the Commission’s Rules of 
Practice and Procedure. No petition or protest or request to be heard in opposi- 
tion to the granting of the application has been received. 

The Commission finds: 

The transmission of electric energy from the United States to Canada, as 
limited herein and as hereinafter authorized, will not impair the sufficiency 
of electric supply within the United States and will not impede or tend to impede 
the coordination in the public interest of facilities Subject to the jurisdiction 
of the Commission. 


The Commission orders: 


(A) The Cooperative is hereby authorized to transmit electric energy from 


the United States to Canada in accordance with the terms and conditions 
set forth in the application and subject to the provisions of this order. 

(B) The electric energy which the Cooperative is hereby authorized to trans- 
mit from the United States to Canada shall be an amount not in excess of 
200,000 kwh per year at a rate not to exceed 1,200 kw over facilities covered 
by the aforementioned Permit signed by the Chairman of the Federal Power 
Commission on February 5, 1959, Docket No. E-6854. 

(C) The authorization herein granted may be modified from time to time 
or terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Permit 
referred toin paragraph (b) above. 

(D) The Cooperative shall conduct all operations pursuant to the authoriza- 
tion herein granted in accordance with the provisions of the Federal Power 
Act and pertinent rules, regulations or orders issued by the Commission. 

(E) The Cooperative shall install and maintain adequate metering equip- 
ment to measure the flow of all energy transmitted between the United States 
and Canada; shall make, keep and preserve full and complete records with 
respect to the movement of such energy; and shall furnish, with respect to said 
transmission of electric energy, on or before February 15 of each year, a report 
in triplicate showing the kilowatt hours transmitted in each direction, the 
maximum kilowatt rate of transmission, and the consideration paid or received 
therefor by the Cooperative, during each month of the preceding calendar year. 


2 By a Permit signed by the Chairman of the Federal Power Commission on February 5, 
1959, accepted by the Cooperative on February 19, 1959, Docket No. E-6854, and issued 
as hereinafter provided, the construction, operation, maintenance and connection of these 
facilities at the international border of the United States for the transmission of electric 
energy between the United States and Canada is authorized pursuant to Executive Order 
No. 10485, dated September 3, 1953. 


556—-794—63—__24 
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(F) This authorization to transmit electric energy from the United States 
to Canada shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter in the event of the involuntary 
transfer of facilities used hereunder by operation of law (including such trans- 
fers to receivers, trustees, or purchasers under foreclosure or judicial sale) 
pending the making of an application for permanent authorization and decision 
thereon, provided notice is promptly given in writing to the Commission accom- 
panied by a statement that the physical facts relating to sufficiency of supply, 
rates and nature of use remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of the lawful authority 
vested in the State or State regulatory commission over the Cooperative. 

(H) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(1) No energy shall be delivered under the authorization contained in para- 
graph (B) above at any time when such energy is needed to serve the electric 
requirements of consumers of electric energy in the United States at that time 
supplied by or through the Cooperative. 

(J) Concurrently with the issuance of this order, the Permit signed by the 
Chairman of the Federal Power Commission, referred to in paragraph (B) 
above, shall be issued and a copy thereof transmitted by the Secretary to the 
Cooperative. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 


CALIFORNIA ELECTRIC POWER COMPANY, DOCKET NO. E-6862 
ORDER AUTHORIZING ASSUMPTION OF OBLIGATION OR LIABILITY OF PROMISSORY NOTES 
(Issued March 11, 1959) 


California Electric Power Company (Applicant), a corporation organized 
under the laws of the State of Delaware and qualified to do business as a 
foreign corporation in the States of California, Nevada, and Arizona, with its 
principal place of business at San Bernardino, California, filed an application 
on January 28, 1959, as supplemented February 9, 1959, for an order, pursuant 
to Section 204 of the Federal Power Act, authorizing it to assume an obligation 
or liability as a guarantor, indorser, surety, or otherwise with respect to 
$500,000, principal amount of promissory notes of its wholly-owned subsidiary, 
Industrial Electrica Mexieana, S. A. de C. V. (Industrial), a corporation organ- 
ized and existing under the laws of the Republic of Mexico and qualifted to do 
business in the Mexican States of Baja California and Sonora, with its principal 
business office at Mexicali, Baja California. 

Industrial proposes to issue $500,000, principal amount of promissory notes, 
to Bank of America National Trust and Savings Association (Bank of America) 
to evidence a bank loan of that amount which Industrial contemplates obtain- 
ing on or before June 30, 1959, in accordance with the terms of a proposed loan 
agreement with that bank. The proposed notes will be numbered serially from 


-_ 
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one through twenty, will be dated as of the date of the loan, and will be in the 
principal amount of $25,000 each. Note number one will mature and become 
payable 6 months from its date, and each of the other notes, two through twenty, 
will mature and become payable 6 months from the maturation date of the note 
immediately preceding it by number. All of the notes will bear interest at the 
rate of 4th of 1% per annum more than Bank of America’s prime rate for 
90-day commercial notes but in no event less than 4% per annum. Upon 15 days’ 
written notice to Bank of America, Industrial may prepay any or all of the 
notes without penalty. 

The proposed obligation or liability of Applicant is predicated upon an agree- 
ment consummated with Bank of America in consideration of the bank’s execu- 
tion of the above-described loan agreement pursuant to which Industrial will 
issue the notes. Under its agreement with Bank of America, Applicant pro- 
poses to obligate itself to pay, when due, the principal amount and interest on 
any of the aforementioned notes when they become due and payable in the event 
that Industrial for any reason shall fail to do so. 

The application states that the proposed arrangement with Bank of America 
would provide part of the funds that Applicant otherwise would have to secure 
from its own treasury and/or the sale of its own securities to finance Industrial, 
if Industrial is to continue to function properly as an electric utility. The appli- 
cation further states that the development and sound financial condition of 
Industrial, which is Applicant's largest customer, will result in benefits to Appli- 
cant and Applicant’s other customers. 

Written notice of the application has been given to the Public Utilities Com- 
mission of California and to the Public Service Commission of Nevada, and to 
the Governor of each of those States. Notice of the filing of the application 
was also given by publication in the Federal Register on February 10, 1959 (24 
F. R. 992), stating that any person desiring to be heard or to make any protest 
with reference to the application should file a petition or protest with the Federal 
Power Commission, Washington 25, D. C., on or before February 24, 1959. No 
protest or petition or request to be heard in opposition to the granting of the 
application has been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
201 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued August 30, 
1957, California Electric Power Company, Docket No. E-6770 (18 FPC 239). 

(2) By the proposed transaction Applicant will assume an obligation or liabil- 
ity as a guarantor, indorser, surety or otherwise, with respect to the securities 
of Industrial, another person, all within the purview of Section 204 of the Federal 
Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the mean- 
ing of Section 204 (f) of the Act; and the proposed assumption of an obligation 
or liability as a guarantor, indorser, surety or otherwise, with respect to the 
notes of Industrial is not, therefore, exempt by virtue of that Section from the 
requirements of Section 204 of the Act. 

(4) The proposed assumption of an obligation or liability as a guarantor, 
indorser, surety or otherwise, with respect to the notes of Industrial, as herein- 
after authorized, will be for a lawful object, within the corporate purposes of 
the Applicant and compatible with the public interest, which is appropriate for 
and consistent with the proper performance of service by the Applicant as a 
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public utility and which will not impair its ability to perform that service, and 
is reasonably appropriate for such purposes. 
(5) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The assumption of an obligation or liability as a guarantor, indorser, 
surety or otherwise, with respect to the notes of Industrial, all as described above, 
upon the terms and conditions and for the purposes specified in the application, is 
hereby authorized, subject to the provisions of this order. 

(B) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost which may come before this 
Commission or any other regulatory body. 

(C) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States with respect to any securities to which this 
order relates. 


Before Commissioners: Jerome J. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 
CALIFORNIA ELECTRIC POWBR COMPANY, DOCKET NO. E-6864 
ORDER AUTHORIZING THE ISSUANCE OF COMMON STOCK 


(Issued March 11, 1959) 


California Electric Power Company (Applicant), incorporated under the 


laws of the State of Delaware and qualified to do business in the States of 
California, Nevada, and Arizona, with its principal place of business in San Ber- 
nardino, California, filed an application on February 13, 1959, as supplemented 
February 16 and February 27, 1959, for an order, pursuant to Section 204 of the 
Federal Power Act, authorizing the issuance and sale at competitive bidding of 
300,000 shares of Common Stock, par value $1.00 per share. 

On or about March 23, 1959, Applicant proposes to invite bids for the pur- 
chase of the proposed issuance of Common Stock by newspaper publication and 
through distribution of a form of bid therefor, together with a form of purchase 
contract and a statement of terms and conditions relating thereto. 

All bids, whether from a single bidder or a group of bidders, must be for the 
purchase of all of the shares of the proposed issuance of Common Stock and 
must be on the form of bid provided by Applicant. Each bid must specify (1) 
the price per share of the proposed issuance of Common Stock; and (2) the 
number of shares to be purchased by each member of the group, in the case of 
a bid by a group of bidders. 

All bids must be presented to Applicant at Room 900, 433 South Spring Street, 
Los Angeles 13, California, at or before 9:00 A.M., California Time, on March 31, 
1959, unless postponed. Unless Applicant shall reject all bids (which it reserves 
the privilege to do) or shall exclude a bid or bids for reasons specified in the 
statement of terms and conditions, it will accept the bid for the proposed Com- 
mon Stock which provides to it the highest price per share therefor. Each 
bid must be accompanied by a certified or bank cashier’s check or checks payable 
in Los Angeles Clearing House or Federal Reserve funds, in the aggregate amount 
of $150,000. 

The proceeds to be obtained from the proposed issuance of Common Stock, 
estimated in the amount of approximately $6,600,000, will be utilized to discharge 
a portion of its outstanding short-term Promissory Notes. According to the 
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application, Applicant has Notes presently outstanding in the aggregate prin- 
cipal amount of $8,500,000." The aforementioned Notes were issued to refund 
certain previously issued Promissory Notes then outstanding and to carry for- 
ward Applicant’s current construction program. Applicant’s construction ex- 
penditures totaled approximately $19,815,000 in 1958, and are expected to aggre- 
gate approximately $12,000,000 for the year 1959.” 

Written notice of the application has been given to the California Public 
Utilities Commission and the Nevada Public Service Commission, and to the 
Governor of each of those States. Notice of the application has also been given 
by publication in the Federal Register on February 26, 1959 (24 F.R. 1431), stat- 
ing that any person desiring to be heard or to make any protest with reference to 
the application should file a petition or protest on or before March 9, 1959, with 
the Federal Power Commission, Washington 25, D.C. No protest, petition or 
request to be heard in opposition to the granting of the application has been 
received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
201 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued August 30, 
1957, California Electric Power Company, Docket No. E-6770 (18 FPC 239). 

(2) The proposed issuance and sale of Common Stock, as described above, 
will constitute an issuance of securities within the purview of Section 204 of 
the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204 (f) of the Act, and the proposed issuance of Common 
Stock is, therefore, not exempt by virtue of that Section from the requirements 
of Section 204 of the Act. 

(4) The proposed issuance and sale of Common Stock, as hereinafter author- 
ized, will be for a lawful object, within the corporate purposes of Applicant 
and compatible with the public interest, which is appropriate for and consistent 
with the proper performance by Applicant of service as a public utility and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 

(5) The period of public notice given the aforesaid application is reasonable. 


The Commission orders: 


(A) The proposed issuance and sale of Common Stock, upon the terms and 
conditions and for the purposes specified in the application, as described above, 
are authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale of Common Stock at competitive bidding 
shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2 (k) (3) of the Commission’s Regulations under the Federal 
Power Act relating to compliance with competitive bidding requirements, and 
Section 34.2 (k) (4) of those Regulations relating to affiliation, and shall have 


1 By order issued October 29, 1958, In the Matter of California Electric Power Company, 
Docket No. E-6845, 20 FPC 561, the Commission authorized Applicant to issue not to 
exceed $15,000,000, principal amount of Promissory Notes, outstanding at any one time, 
subject to the condition that the final maturity of all Notes issued pursuant thereto be 
prior to January 30, 1960. 

2 Applicant’s construction program is more particularly described in the Commission’s 
order, supra note 1, authorizing the issuance of $15,000,000, principal amount of Promis- 
sory Notes. 
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either filed such amendments or shall have mailed them and advised the Com- 
mission by telephone and telegram, as contemplated by Section 34.9 of those 
Regulations. 

(ii) The Commission, by further order, shall have approved the price per 
share to be received by Applicant for the proposed issuance of Common Stock. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 90 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
now pending or which may come before this Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect of any securities to which this 
order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 


SUNRAY MID-CONTINENT O1L COMPANY, DOCKET NO. G-17284 


ORDER GRANTING APPLICATION FOR REHEARING AND RECONSIDERATION, VACATING 
ORDER, IN PART, AND TERMINATING PROCEEDING 


(Issued March 138, 1959) 


On November 24, 1958, Sunray Mid-Continent Oil Company (Sunray) ten- 
dered a supplementary agreement, dated October 7, 1958, to the gas sales con- 
tract on file as its FPC Gas Rate Schedule No. 37 governing sales to Tennessee 
Gas Transmission Company of gas in the North Lissie Field, Wharton County, 
Texas. Said supplemental agreement, which sets out (1) a schedule of pro- 
posed prices different from those provided in the basic gas sales contract, and 
(2) a different procedure for future price redeterminations, was designated as 
Supplement No. 5 to Sunray’s FPC Gas Rate Schedule No. 37. By order issued 
herein on December 30, 1958, said Supplement No. 5 was suspended until June 1, 
1959. 

On January 29, 1959, Sunray filed an application for rehearing and recon- 
sideration of the order of December 30, 1958, so far as it relates to Supplement 
No. 5 to its FPC Gas Rate Schedule No. 37. Sunray alleges that said “Supple 
ment No. 5 does not propose any increase (or decrease) in the now effective rate 
and charge for this gas” and requests that the aforesaid order be vacated so far 
as it pertains to said Supplement No. 5. 

In support of its application, Sunray alleges that said order, as it pertains to 
Supplement No. 5, is in violation of the Natural Gas Act in that said supple- 
ment was purportedly suspended after the proposed change had become effec- 
tive under the Act. 


The Commission finds: 


Good cause has been shown for granting Sunray’s application and for vacating 
the order of December 30, 1958, so far, but only insofar, as it relates to Supple- 
ment No. 5 to Sunray’s FPC Gas Rate Schedule No. 37. 


1 Also suspended for a concurrent period by said order, but not the subject of the applica- 
tion for rehearing or this order, was a Notice Change tendered on November 28, 1958, 
which was designated as Supplement No. 6 to Sunray’s FPC Gas Rate Schedule No. 37. 
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The Commission orders: 


(A) Sunray’s application for rehearing and reconsideration is hereby granted 
and said order of December 30, 1958, in this proceeding is hereby vacated so far 
but only insofar as it pertains to Supplement No. 5 to Sunray’s FPC Gas Rate 
Schedule No. 37. 

(B) This proceeding is hereby terminated so far, but only insofar, as it per- 
tains to Supplement No. 5 to Sunray’s FPC Gas Rate Schedule No. 37. 

(C) Except as herein specifically set out, the aforesaid order of December 30, 
1958, shall remain in full force and effect. 








Before Commissioners: Jerome K. Kuykendall, Chairman ; William R. Connole 
and Arthur Kline. 
















TRANSCONTINENTAL GAS PIPE LINE CORPORATION, 
G-11219 


DOCKET NO. 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued March 16, 1959) 
















Transcontinental Gas Pipe Line Corporation (Applicant), a Delaware corpora- 
tion with its principal place of business in Houston, Texas, filed, on October 9, 
1956, an application for a certificate of public convenience and necessity, pur- 
suant to Section 7 (c) of the Natural Gas Act, authorizing the Applicant to 
construct and operate certain facilities as hereinafter described, subject to the 
jurisdiction of the Commission, all as more fully represented in the application 
which is on file with the Commission. 

Applicant proposes to construct and operate a new sales meter station for 
Mid-Georgia Natural Gas Company, an existing customer, and to deliver natural 
gas for resale and distribution in Comer, Colbert, and Danielsville, Georgia. 

Applicant has heretofore been authorized in Docket No. G—10000 to sell natural 
gas to Mid-Georgia for resale in the three communities. The proposed facilities 
are those necessary to effectuate the authorized sale. Hence, there is no question 
of gas supply in these proceedings. 

The estimated cost of the proposed facilities is $12,000, to be defrayed from 
cash on hand. 

Temporary authorization to construct and operate the facilities was granted 
to Applicant on October 19, 1956. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 3, 1959, respecting the matters involved in and the issues presented by 
the application. No petitions to intervene or protest to the granting of the 
application have been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 






















The Commission finds: 


(1) Applicant, a Delaware corporation, with its principal place of business in 
Houston, Texas, is a “natural gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission. 

(2) The construction and operation of the facilities hereinbefore described 
are subject to the jurisdiction of the Commission and to the requirements of 
subsections (c) and (e) of Section 7 of the Natural Gas Act. 
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(3) The construction and operation of the facilities hereinbefore described 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(5) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(ce) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and is hereby issued, 
upon the terms and conditions of this order, authorizing the construction and 
operation of the proposed facilities, subject to the jurisdiction of the Commis- 
sion, for the sale of natural gas in interstate commerce, as hereinbefore described 
and as more fully described in the application and exhibits in this proceeding. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(3), (ce) (4), and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act is hereby fixed 
at three months from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 


TENNESSEE GAS TRANSMISSION COMPANY AND ALABAMA- 
TENNESSEE NATURAL GAS COMPANY, DOCKET NO. G-17013 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 16, 1959) 


On November 20, 1958, as supplemented on January 7, 1959, Tennessee Gas 
Transmission Company (Tennessee) and Alabama-Tennessee Natural Gas Com- 
pany (Alabama-Tennessee) filed a joint application in Docket No. G-17013 for 
a certificate of public convenience and necessity pursuant to Section 7 (c) of 
the Natural Gas Act, authorizing the construction and operation of an additional 
delivery point for the receipt of natural gas by Alabama-Tennessee from 
Tennessee at the point where Tennessee’s new Delta-Portland pipeline intersects 
Alabama-Tennessee’s system near Barton, Colbert County, Alabama. 

Alabama-Tennessee presently receives its entire gas supply from Tennessee 
at a delivery point near Corinth, Mississippi, on Tennessee’s Kinder-Portland 
line, from which point Alabama-Tennessee transports the gas eastward through 
its own transmission system for delivery to 14 resale customers and three indus- 
trial customers in Tennessee, Mississippi and Alabama. The new interconnection 
proposed herein would initially be used for emergency purposes only, to guard 
against interruption of service to Alabama-Tennessee’s customers in the event 
of failure on Tennessee’s Kinder-Portland line or the western portion of Alabama- 
Tennessee’s system. At some future time this proposed new interconnection 
would be used for regular daily receipts of gas. 

The estimated cost of the proposed facility to be constructed by Tennessee, 
a metering station, is $22,900, to be paid for from cash on hand. Alabama- 
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Tennessee proposes to construct flow control and regulating facilities, adjacent to 
Tennessee’s meter station, at an estimated cost of $26,949, also to be defrayed 
from cash on hand. Alabama-Tennessee will provide the site for the meter 
station, will reimburse Tennessee for all costs of construction thereof except the 
side valve assembly estimated to cost $700, and will own the meter station which 
it will lease to Tennessee for maintenance and operation. 

Temporary authority to construct the facilities proposed in the application 
herein and to operate the same commencing with the date on which authority was 
granted to Tennessee in Docket No. G-11107 (which authority was granted by 
order issued January 28, 1959, Docket No. G—2306, et al., 21 FPC 70) was granted 
to the respective Applicants in this proceeding on January 16, 1959. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 5, 1959, respecting the matters involved in and the issues presented by 
the application herein. No petitions to intervene or protests to the granting of 
the application have been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Tennessee Gas Transmission Company, a Delaware corporation 
having its principal place of business in Houston, Texas, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order issued July 15, 1947, in Docket No. G-910 (6 FPC 777). 

(2) Applicant, Alabama-Tennessee Natural Gas Company, a Delaware cor- 
poration having its principal place of business in Florence, Alabama, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order issued July 2, 1948, in Docket No. G-585 (7 FPC 
257). 

(3) The facilities hereinbefore described, as more fully described in the 
application, as supplemented, in this proceeding, are proposed to be used in the 
transportation and sale of natural gas in interstate commerce for resale as in- 
tegral parts of Tennessee’s and Alabama-Tennessee’s existing pipeline systems, 
and the construction and operation thereof by Applicants are subject to the re- 
quirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(4) Applicants are able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(5) The proposed construction and operation of the facilities by Applicants 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Applicants and to 
the exercise of the rights granted thereunder, and that the time within which 
construction of the facilities authorized by this order shall be completed and 
placed in actual operation should be fixed at 4 months from the date on which 
this order issues. 

(7) A request during the public hearing by Staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 
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The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Tennessee Gas Transmission Company and Alabama- 
Tennessee Natural Gas Company to construct and operate the facilities herein- 
before described, as more fully described in the application, as supplemented, in 
this proceeding, for the transportation and sale of natural gas as therein set 
forth, subject to the jurisdiction of the Commission, upon the terms and condi- 
tions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(3), (ec) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in para- 
graph (A) above and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be constructed 
and placed in actual operation as provided by paragraph (b) of Section 157.20 
of the aforesaid Regulation is hereby fixed at 4 months from the date on which 
this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Con- 
nole and Arthur Kline. 


MICHIGAN WISCONSIN PIPE LINE COMPANY, DOCKET NO. G-—16767 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued March 16, 1959) 


On October 27, 1958, Michigan Wisconsin Pipe Line Company (Applicant) 
filed in Docket No. G-16767 an application pursuant to Section 7 (c) of the 
Natural Gas Act for a certificate of public convenience and necessity author- 
izing the construction and operation of certain lateral and field facilities 
to enable Applicant to take into its certificated main pipeline system natural 
gas which it may purchase from producers in the general area of its existing 
transmission system during the 12-month period following the date on which 
such certificate may be issued. 

The total cost of the facilities proposed under this application is not to 
exceed $3,000,000, with the total cost of any single connection limited to 
$500,000. 

The purpose of this proposal is to augment Applicant’s ability to act with 
reasonable dispatch in contracting for and connecting to its existing pipeline 
system new supplies of gas in various producing areas generally coextensive 
with said system. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 5, 1959, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Michigan Wisconsin Pipe Line Company, a Delaware corpo- 
ration having its principal place of business in Detroit, Michigan, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
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by the Commission in its order issued July 14, 1950, in Docket No. G-—1302 
(9 FPC 167). 

(2) The facilities hereinbefore described, as more fully described in the 
application herein and the exhibits appended thereto, are proposed to be used 
in the transportation and sale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, as integral parts of Applicant’s existing 
pipeline system, and the construction and operation thereof by Applicant are 
subject to the requirements of Subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the lateral and field facilities to take 
natural gas from producers thereof as proposed by Applicant are required by 
the public convenience and necessity and a certificate therefor should be 
issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that Subsections (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
(18 CFR 157.20) should attach to the certificate hereinafter issued to Appli- 
cant and to the exercise of the rights granted thereunder. 

(6) The authorization granted hereinafter should be limited to construction 
during the 12-month period following the date of issuance of this order and 
the total expenditure for facilities to be constructed pursuant to this order 
should be limited to $3,000,000, with no single project to exceed a cost of 
$500,000. 

(7) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit within 60 days after the con- 
clusion of the 12-month period following date of authorization a statement 
under oath showing: (a) names of fields connected, (b) estimates of gas 
supply attached, (c) a description of the project or projects that have been 
constructed pursuant to the authorization granted hereunder, (d) the location 
of said project or projects, and (e) the costs of the facilities constructed. 

(8) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure herein was unopposed by any party of 
record and, not having been denied by the Commission, is granted pursuant to 
Section 1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Michigan Wisconsin Pipe Line Company to construct 
and operate lateral and field facilities to take natural gas during the 12-month 
period hereinbefore described, all as more fully described in the application 
in this proceeding, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in Subsections (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate issued in paragraph (A) hereof and to the exercise 
of the rights granted thereunder. 

(C) The authorization granted in paragraph (A) hereof is hereby limited to 
construction during the 12-month period following the date of issuance of this 
order, and the total expenditure for facilities to be constructed is limited to 
$3,000,000, with no single project to exceed a cost of $500,000. 

(D) Applicant shall submit within 60 days after the conclusion of the 12- 
month period following the date of this authorization a statement under oath 
showing: (a) names of fields connected, (b) estimate of gas supplies attached, 
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(c) a description of the project or projects that have been constructed pursuant 
to the authorization granted hereunder, (d) the location of said project or 
projects, and (e) the costs of the facilities constructed. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 


TEXAS GAS TRANSMISSION CORPORATION, DOCKET NO. G-17100 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 16, 1959) 


On November 28, 1958, Texas Gas Transmission Corporation (Applicant) filed 
in Docket No. G-17100 a “budget-type” application for a certificate of public 
convenience and necessity, pursuant to Section 7 (c) of the Natural Gas Act, 
authorizing the construction and operation of field facilities to enable Applicant 
to take into its certificated main pipeline system natural gas which will be pur- 
chased from producers in the general area of its existing transmission system 
from time to time during the 12-month period commencing May 30, 1959,* all as 
more fully set forth in the application. 

The purpose of the present proposal is to augment Applicant’s ability to act 
with reasonable dispatch in contracting for and attaching to its pipeline system 
new supplies of natural gas in various producing areas generally coextensive 
with its existing system. 

The total cost of all projects for which authorization is sought herein is not 
to exceed $3,000,000, with no single project to exceed a cost of $400,000. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
March 5, 1959, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Texas Gas Transmission Corporation, a Delaware corpora- 
tion having its principal place of business in Owensboro, Kentucky, is a “nat- 
ural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its order issued March 30, 1949, in Docket No. G—859 
(8 FPC 228). 

(2) The facilities hereinbefore described, as more fully described in the ap- 
plication herein, are proposed to be used in the transportation of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission, and the con- 
struction and operation thereof by Applicant are subject to the requirements of 
Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities to take natural gas from 
producers thereof during the 12-month period commencing May 30, 1959, as 
proposed by Applicant are required by the public convenience and necessity and 
a certificate therefor should be issued as hereinafter ordered and conditioned. 


1A similar certificate was issued to Applicant in Docket No. G—14514, limited to a 12- 
month period commencing May 29, 1958, the date of issuance of the certificate. 
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(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit within 60 days of the expiration 
of the certificate authorization hereinafter granted, a statement under oath show- 
ing: (a) names of fields connected, (b) estimates of gas supplies attached, 
(e) description of the project or projects constructed pursuant to the authoriza- 
tion granted hereinafter, (d) the location of said project or projects, and (e) 
the costs of each of the facilities constructed. 

(6) The authorization granted hereinafter should be limited to construction 
during the 12-month period commencing May 30, 1959, and the total expendi- 
tures for construction hereunder should be limited to $3,000,000, with no single 
project to exceed a cost of $400,000. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Rules of Practice and Procedure (18 CFR 157.20) should attach to the 
certificate hereinafter issued to Applicant and to the exercise of the rights 
granted thereunder. 

(8) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Texas Gas Transmission Corporation to construct and 
operate the proposed facilities to take natural gas, all as more fully described 
in the application in Docket No. G—17100, upon the terms and conditions of this 
order. 

(B) Applicant, Texas Gas Transmission Corporation, shall submit within 60 
days of the expiration of the certificate authorization granted herein, a state- 
ment under oath showing: (a) names of fields connected, (b) estimates of gas 
supplies attached, (c) description of the project or projects constructed pur- 
suant to the authorization granted hereunder, (d) the location of said project 
or projects, and (e) the costs of each of the facilities constructed. 

(C) The authorization granted in paragraph (A) above shall be limited to 
construction during the 12-month period commencing May 30, 1959, and the total 
expenditures for facilities to be constructed hereunder shall be limited to 
$3,000,000, with no single project to exceed a cost of $400,000. 

(D) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate issued in paragraph (A) above and to the exercise 
of the rights granted thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
anc Arthur Kline. 


CITY OF PASADENA, CALIFORNIA, PROJECT NO. 1250 
ORDER GRANTING PARTIAL EXEMPTION FROM PAYMENT OF ANNUAL CHARGES 
(Issued March 16, 1959) 


An application was filed January 16, 1959, by City of Pasadena, California, 
licensee for Project No. 1250, for partial exemption from payment of annual 
eharges for the year ended December 31, 1957, pursuant to the terms of Section 
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10 (e) of the Federal Power Act (Act) and regulations of the Commission 
thereunder, on the ground that part of the power developed by the project was 
sold to the public without profit. 

In accordance with the Act and the Commission’s regulations, the Commis- 
sion’s statement of annual charges for the project billed the licensee $51.99 
for the year 1957. 


The Commission finds: 


(1) The licensee is a municipality within the meaning of Section 3 (7) of 
the Act, and is entitled to claim exemption from payment of annual charges 
under Section 10 (e) of the Act. 

(2) The licensee is entitled to exemption from payment of the annual charges 
to the extent that it sold project power to the public without profit and the 
licensee has shown that it sold to the public without profit 79.23 percent of tae 
project power sold during the year 1957. 


The Commission orders: 


The licensee is exempted from payment of the annual charges for which it 
was billed for the year 1957 in the amount of 79.23 percent ($41.19), leaving 
a balance of $10.80 now due, payment of which shall be made within 30 days 
from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 


CIA LUZ Y FUERZA MOTRIZ DBE ACUNA, 8S. A. AND CENTRAL POWER 
AND LIGHT COMPANY, DOCKET NO. IT-5024 


ORDER AUTHORIZING TRANSMISSION OF ELECTRIC ENERGY TO MEXICO AND SUPERSEDING 
PRIOR AUTHORIZATION 


(Issued March 16, 1959) 


Cia. Luz y Fuerza Motriz de Acuna, S. A. (Light and Power Company of 
Acuna), incorporated under the laws of the Republic of Mexico, with its princi- 
pal place of business at Ciudad Acuna, Coahuila, Mexico, on January 26, 1959, 
filed an application for supplemental authorization, pursuant to Section 202 (e) 
of the Federal Power Act, to increase the amount and rate of transmission of 
electric energy which it transmits from the United States to Mexico. Central 
Power and Light Company (Central), incorporated under the laws of the State 
of Texas, with its principal place of business at Corpus Christi, Texas, on Janu- 
ary 26, 1959, filed a joinder in the subject application. 

By Commission order issued July 28, 1942 (3 FPC 773), the applicants were 
authorized to transmit electric energy from the United States to Mexico in an 
amount limited to 5,000,000 kilowatt-hours per year at a rate of transmission not 
to exceed 1,500 kilowatts over facilities specified in a Presidential Permit signed 
by the President of the United States on April 23, 1942, and accepted by Light 
and Power Company of Acuna on May 22, 1942, in the above docket. 

The applicants now seek authorization to export a maximum amount of 
10,000,000 kilowatt-hours of electric energy per year at a maximum rate of 
transmission of 2,500 kilowatts over the facilities specified in the aforementioned 
Presidential Permit for use in meeting the increased electric utility load of 
Light and Power Company of Acuna in Ciudad Acuna, Coahuila, Mexico, and 
vicinity. As at present, Central will be the supplier and Light and Power Com- 
pany of Acuna the transmitter of the energy to be exported, which will be pur- 
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chased by Light and Power Company of Acuna from Central in accordance 
with a rate schedule incorporated in an electric service contract between the 
applicants, dated January 13, 1959, filed as a part of the application. Central 
will deliver the energy to Light and Power Company of Acuna at or near a 
point on the United States side of the International Bridge between Ciudad 
Acuna, Coahuila, Mexico, and Del Rio, Texas. 

Written notice of the application has been given to the Railroad Commission of 
Texas and to the Governor of that State. Notice of the application has also been 
given by publication in the Federal Register on February 13, 1959 (24 FR 1141), 
stating that any person desiring to be heard or to make any protest with reference 
to the application should, on or before February 27, 1959, file with the Federal 
Power Commission, Washington 25, D. C., a petition or protest in accordance 
with the Commission’s Rules of Practice and Procedure. No petition or protest 
or request to be heard in opposition to the granting of the application has been 
received. 


The Commission finds: 


(1) The proposed transmission of electric energy from the United States to 
Mexico as limited herein and as hereinafter authorized will not impair the 
sufficiency of electric supply within the United States and will not impede or tend 
to impede the coordination in the public interest of facilities subject to the 
jurisdiction of the Commission. 

(2) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The applicants are hereby authorized to transmit electric energy from 
the United States to Mexico in accordance with the terms and conditions set forth 
in the application and subject to the provisions of this order. 

(B) The electric energy which the applicants are hereby authorized to trans- 
mit from the United States to Mexico shall be in an amount not in excess of 
10,000,000 kwh per year at a transmission rate not to exceed 2,500 kw, the energy 
to be transmitted over the facilities specified in the Presidential Permit signed 
by the President of the United States on April 23, 1942, in the above docket. 

(C) The authorization herein granted may be modified from time to time or 
terminated by further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the 
Presidential Permit referred to in Paragraph (B) above. 

(D) The applicants shall conduct all operations pursuant to the authoriza- 
tion herein granted in accordance with the provisions of the Federal Power Act 
and pertinent rules, regulations or orders issued by the Commission. 

(E) The applicants shall provide for the installation and maintenance of ade- 
quate metering equipment to measure the flow of all electric energy transmitted 
from the United States to Mexico pursuant to the authority herein granted; and 
shall make, keep and preserve full and complete records with respect to the move- 
ment of such energy. Light and Power Company of Acuna shall furnish in 
triplicate to the Commission, with respect to such transmission of energy, a 
report annually on or before February 15, showing the amount of energy trans- 
mitted, the maximum rate of transmission, and the consideration paid therefor 
during each month of the preceding calendar year. 

(F) This authorization to transmit electric energy from the United States to 
Mexico shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter in the event of the involuntary 
transfer of facilities used hereunder by operation of law (including such transfers 
to receivers, trustees, or purchasers under foreclosure or judicial sale) pending 
the making of an application for permanent authorization and decision thereon, 
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provided notice is promptly given in writing to the Commission accompanied by 
a statement that the physical facts relating to sufficiency of supply, rates, and 
nature of use remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State, State regulatory commission, or the Republic of Mexico for the exercise 
of any lawful authority vested in such State, State reguiatory commission, or the 
Republic of Mexico over the applicants. 

(H) This authorization is without prejudice to the authority of this Commis- 
sion, or any other regulatory body, with respect to rates, service, accounts, valua- 
tion, estimates or determinations of cost, or any other matter whatsoever now 
pending or which may come before this Commission or any other regulatory body, 
and nothing herein shall be construed as an acquiescence by this Commission in 
any estimate or determination of cost or any valuation of property claimed or 
asserted. 

(I) The authorization herein granted shall supersede that heretofore granted 
by the aforementioned Commission order issued July 28, 1942 (3 FPC 773). 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 


UPPER PENINSULA POWER COMPANY 


ORDER APPROVING AND DIRECTING ACCOUNTING DISPOSIT'ON OF AMOUNTS INCLUDED 
IN ACOOUNT 100.5, ELECTRIC PLANT ACQUISITION ADJUSTMENTS 


(Issued March 16, 1959) 


Upper Peninsula Power Ccmpany (Upper Peninsula), incorporated under the 
laws of the State of Michigan, with its principal place of business at Houghton, 
Michigan, on September 26, 1958, requested approval, pursuant to the Commis- 
sion’s Uniform System of Accounts Prescribed for Public Utilities and Licensees, 
of the accounting disposition of the amount of $390,905.09 included in its Account 
100.5, Electric Plant Acquisition Adjustments, as of December 31, 1957. 

This amount results from reclassification and original cost studies of electric 
plant as of December 31, 1956, as required by Electric Plant Accounts Instruction 
2-D of the Commission’s Uniform System of Accounts Prescribed for Public 
Utilities and Licensees, which studies were submitted to the Commission by 
Upper Peninsula on April 23, 1958. As submitted, those studies classified the 
amount of $415,049.09 in Account 100.5, Electric Plant Acquisition Adjustments, 
as of December 31, 1956. That amount was comprised of $14,753.03 and $467,- 
862.26, applicable to properties which Upper Peninsula acquired on December 15, 
1953, from Cliffs Power & Light Company and Michigan Gas & Electric Company, 
respectively, less the amounts of $19,304.64 amortized in 1954, $24,130.76 in 1955, 
$24,130.80 in 1956, by charges to income. The balance in Account 100.5 was re- 
duced to $390,905.09 as of December 31, 1957. by further amortization through 
charges of $24,144.00 to income during 1957. This data has not been subject to 
any field examination by the staff of this Commission. 

Upper Peninsula proposes to dispose of the balance of $390,905.09 remaining in 
Account 100.5 as of December 31, 1957, over a 15-year period beginning in 1958, 
through equal annual charges to Account 537, Miscellaneous Amortization, 
commencing January 1, 1958. 

The staff recommends that the Commission direct the accounting disposition 
of the balance of $390,905.09 remaining in Account 100.5 as of December 31, 1957, 
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by equal annual charges to Account 537, Miscellaneous Amortization, over a 15- 
year period beginning January 1, 1958, all as agreed to by Upper Peninsula. 

The Public Service Commission of Michigan was advised by letter of this Com- 
mission dated October 24, 1958, of the staff recommendation with respect to 
Upper Peninsula’s proposed accounting disposition of the balance of $390,905.09 
remaining in Account 100.5, as of December 31, 1957. By letter of February 12, 
1959, Upper Peninsula advised that, by Order No. D-3571-59.1, the Michigan 
Commission had approved the amortization of the amount of $390,905.09 over a 
15-year period beginning January 1, 1958, by equal annual charges. 


The Commission finds: 


Upper Peninsula’s proposed accounting disposition of the amount of $390,905.09, 
remaining in its Account 100.5, as of December 31, 1957, as described above, is 
reasonable and appropriate for the purposes of the Federal Power Act, and, 
therefore, should be approved and directed as hereinafter provided. 


The Commission orders: 


(A) The accounting disposition proposed by Upper Peninsula with respect 
to the balance of $390,905.09 remaining in its Account 100.5, as of December 31, 
1957, as referred to in the finding, is hereby approved and Upper Peninsula is 
hereby directed to make that accounting disposition. 

(B) Upper Peninsula shall submit, within 30 days from issuance of this order, 
two certified copies of the amortization entries made for the year 1958, and, 
within 30 days after December 31 of each succeeding calendar year through 1972, 
two certified copies of the amortization entries for such succeeding years, made 
in compliance with paragraph (A) above. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Con- 
nole and Arthur Kline. 


DELAWARE POWER & LIGHT COMPANY, DOCKET NO. G-17794 
DECLARATION OF EXEMPTION 
(Issued March 17, 1959) 


On February 6, 1959, Delaware Power & Light Company (Applicant) filed 
in Docket No. G-17794 an application for exemption from the provisions of 
the Natural Gas Act pursuant to Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibit appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is engaged in the transportation, distribution and sale of 
natural gas in the State of Delaware. 

(2) Applicant purchases interstate natural gas from Transcontinental Gas 
Pipe Line Corporation within the State of Delaware. 

(3) All natural gas received by Applicant is ultimately consumed within 
the State of Delaware and all of its facilities are located within said State. 

(4) The Public Service Commission of Delaware has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over 
the rates, service and facilities of Applicant. 

WHEREFORE, the Commission declares by reason of the foregoing: 

Delaware Power & Light Company is exempt from the provisions of the 
Natural Gas Act and the orders, rules and regulations of this Commission 
thereunder. 
556-794—63 
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Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Con- 
nole and Arthur Kline. 


PHILLIPS PETROLEUM COMPANY, DOCKET NOS. G-10908 AND G-12876 
ORDER DENYING APPLICATION FOR REHEARING AND GRANTING STAY 


(Issued March 17, 1959) 


On March 4, 1959, Phillips Petroleum Company (Phillips) filed an application 
for rehearing and reconsideration of our Order Complying with Court’s Mandate, 
Adopting Presiding Examiner’s Decision, Denying Motion to Reopen Proceed- 
ings, and Terminating Proceeding, issued in these matters on February 6, 1959, 
21 FPC 167. Also, on March 4, 1959, Phillips filed an application for stay of 
order in the proceeding in Docket No. G—12876. In its said application for 
rehearing, Phillips avers, inter alia, that the Commission erred in adopting the 
presiding examiner’s decision in the proceeding in Docket No. G—10908 and that 
the Commission further erred in failing to reopen that proceeding for the 
purpose of receiving additional evidence. Phillips also avers that the Com- 
mission erred in terminating the proceeding in Docket No. G-—12876 and in 
requiring Phillips to refund amounts collected under the increased rate involved 
in that proceeding. 

In its application for stay of order i.’ the proceeding in Docket No. G—12876, 
Phillips requests that the Commission enter an order staying its order issued 
on February 6, 1959, pending action by the Commission upon the application 
for rehearing filed in the two designated matters. It is further requested, 
in the event the application for rehearing is denied, that the Commission's 
order issued February 6, 1959, in these proceedings be further stayed for a 
period of 60 days from the date of denial of said application for rehearing, 
unless within such 60-day period Phillips shall file in an appropriate United 
States Court of Appeals its petition for review of the order issued herein 
on February 6, 1959. In the latter event, it is requested that the said order 
shall be further stayed pending the determination of such court upon the 
petition for review. 

After extending careful consideration to Phillips’ application for rehearing, 
we find and conclude that such application contains no new matters that have 
arisen since our said order was issued, nor does it provide any other legal 
or factual basis which would impel us to depart from our previous decision. 

In view of the indicated intention of Phillips to petition for judicial review 
should its application for rehearing be denied, we will grant a stay of our order 
of February 6, 1959, insofar as it concerns the proceeding in Docket No. G-12876, 
for a period of 60-days from the date of issuance of this order. Should Phillips, 
within the 60-day period hereinabove designated, petition for judicial review of 
our order of February 6, 1959, then, and in that event, it would appear incumbent 
upon such petitioner to apply to the court for such further stay of our order as 
may appear appropriate in the premises. 


The Commission finds: 


(1) The application for rehearing of our order issued in these proceedings on 
February 6, 1959, sets forth no new facts and no principles of law which either 
were not fully considered by the Commission when it issued the said order, or 
which having now been considered warrant either the modification or vacation of 
such order. 

(2) It is necessary and appropriate in the public interest and in administering 
the provisions of the Natural Gas Act that the operation of our order issued 
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February 6, 1959, insofar as it concerns the proceeding in Docket No. G—12876, 
be stayed to the extent hereinafter provided and ordered. 
The Commission orders: 

(A) The application for rehearing filed in these proceedings on March 4, 1959, 
by Phillips Petroleum Company is denied. 

(B) The order issued in these proceedings on February 6, 1959, insofar as it 
concerns the proceeding in Docket No. G-12876, hereby is stayed for a period of 
60-days from the date of issuance of this order: Provided, however, That the 
period within which Phillips shall make refund to Panhandle Eastern Pipe Line 
Company, in accordance with paragraph (C) of our order issued on February 6, 
1959, shall extend for not more than 45-days after the end of the stay period 
herein provided. 

Commissioner Kline dissenting. 


Kine, Commissioner, dissenting: 


The Court of Appeals for the 10th Circuit in remanding this case to us held that 
the proper rate was the rate provided for by the contract between Phillips and 
Panhandle, rather than the rate actually being collected on June 7, 1954. The 
only remaining question is the interpretation to be placed upon the provisions of 
Section 15(d) of the contract. This section reads as follows: 

15. Payment shall be made by Buyer to Seller on or before the twenty- 
fifth day of each month following the month in which such gas is delivered 
at the price of 3144¢ per 1000 cubic feet on the pressure and temperature 
bases hereinabove provided for, which said price basis shall remain in ful) 
force and effect for and during the full term of this contract, subject, how- 
ever, to adjustment at the times, in the manner and to the extent following, 
to wit: 


* * * > * * * 


(d) If at the end of fifteen years from and after the date hereof the 
weighted average royalty rate being paid on gas produced in Moore County, 
Texas and delivered to such major pipe line companies and required to be 
paid by Seller to the owners of the royalty interest in the gas produced 
from the lands covered hereby is in excess of % of 4¢ per 1000 cubic feet, 
then the 314¢ price per 1000 cubic feet to be paid thereafter by Buyer to 
Seller for gas sold and delivered hereunder shall be increased in the amount 
that such royalty rate exceeds 1 of 4¢ per 1000 cubic feet ; 

Provided, however, if at any time after the first fifteen years of the term 
of this contract the royalty rate so being paid exceeds \ of 6¢ per 1000 
cubic feet, resulting in said 3%4¢ price being increased to more than 3%¢ 
per thousand cubic feet under the provisions hereof, then Buyer may at its 
option, upon thirty days written notice to Seller, cancel and terminate this 
contract and thereupon all further liability of the parties hereunder shall 
cease. 

This contract was entered into on February 1, 1937 and Panhandle contends 
that the only adjustment contemplated by the above section was at the end of 
fifteen years, or February 1, 1952. Phillips contends that the last paragraph 
of Section 15(d) indicates that further adjustments were contemplated as other- 
wise the language used in the second paragraph would have been the same as 
in the first paragraph and would have read “at the end of fifteen years,” rather 
than “at any time after the first fifteen years.” 

All other questions concerning the rate have been finally determined and if 
the Panhandle view is correct, the rate prevailing on February 1, 1952 of 3.46363¢ 
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per Mcf at 14.65 psia is the correct rate. If the Phillips view is correct, then 
the correct rate for the period from June 7, 1954 until August 15, 1957 is 
3.69863¢, the prevailing rate on June 1, 1954, and the rate after August 15, 1957 
will have to be determined in further proceedings held in Docket No. G—12876. 

The examiner adopted Panhandle’s view and held that only one adjustment 
was contemplated by Section 15(d) and that occurred at the end of fifteen 
years. He pointed out that the contract made definite and precise provisions 
for adjustments at the end of five, ten and fifteen years, respectively, and 
concluded that in view of this fact and the fact that no provision was made for 
further adjustment that the parties did not intend that there would be further 
adjustments made in the contract. The majority have adopted the views of the 
examiner. 

I do not place the same emphasis as the majority upon the failure of the 
contract to make provision for adjustments after fifteen years. I think the 
failure to make detailed provisions as to price readjustments after fifteen years 
can be explained by the fact that the parties might have felt it difficult to fore- 
see what conditions would be like fifteen years in the future and, accordingly, 
left this matter unsettled. The principal defect with the position of the majority 
is that it gives no effect to the fact that different language was used in the sec- 
ond paragraph of Section 15(d) than in the first paragraph. They would, in 
effect, reword the second paragraph of Section 15(d) so that it also would read 
the same as the first paragraph. The fact that the parties used different lan- 
guage in the last paragraph of Section 15(d) than was used in the preceding 
several paragraphs indicates clearly that it was contemplated that further ad- 
justments would be made other than at the end of the fifteen years, even 
though the contract did not make precise provision as to when and how the 
adjustments were to be made. 

The contract is susceptible to more than one construction. It is a rule of 
construction that an ambiguous contract will be construed against the party 
drawing the contract. While the evidence may not show that the contract was 
drawn by Panhandle, such proof is unnecessary here. It is a matter of almost 
common knowledge that at that date in the history of the development of the 
gas industry in this area pipelines had the upperhand in bargaining and were 
able to write contracts on almost their own terms. Even were this not so, the 
contract in this case is clear evidence that it was drawn by the pipeline com- 
pany. There are dozens of clauses such as the last clause of Section 15(d) 
above which permit the pipeline to terminate the contract or otherwise lessen 
its liability and a corresponding lack of clauses to protect the seller. It is evi- 
dent from the terms of the contract that it was drawn by the pipeline company, 
just as the terms of a pawnbroker’s ticket make it evident it was drawn by 
the pawnbroker, or the terms of a transportation ticket limiting liability for 
baggage to $25.00 make it evident that it was drawn by the transportation 
company. 

Finally, the only effect of the provisions of Section 15(d) is to permit the 
seller of the gas to recover from the pipeline additional amounts which it 
would be required to pay out to the land owners as royalty. It does not 
increase the net amount paid the seller. The amount the seller is required 
to pay to the royalty owners has increased sharply since 1952. It seems only 
equitable to adopt a construction which permits the seller to obtain reimburse- 
ment for these increased royalties rather than ‘a construction requiring him to 
absorb such added costs, particularly when the price per Mecf received by 
the seller is the same as received in 1937 despite greatly increased costs of 
production and despite a decline of more than 50% in the value of the dollar. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 


THE MONTANA POWER COMPANY, DOCKET NO. E-6831 


SUPPLEMENTAL ORDER SUPERSEDING ORDER AUTHORIZING THE ISSUANCE OF 
FIRST MORTGAGE BONDS 


(Issued March 17, 1959) 


By order issued July 23, 1958, in the above-entitled matter, the Commission, 
pursuant to Section 204 of the Federal Power Act, authorized The Montana Power 
Company (Applicant) to issue and sell at competitive bidding $20,000,000, prin- 
cipal amount to First Mortgage Bonds, Series due 1988. Upon consideration of 
requests by Applicant that it be allowed to postpone the time for presentation of 
bids because of unfavorable market conditions, the Commission extended the 
time within which Applicant must complete the proposed issuance of Bonds on 
two occasions, the second extension expiring April 17, 1959. 

On March 5, 1959, Applicant filed a second amendment to its application, 
requesting a change in the authorization granted by the aforesaid order to allow 
it to issue and sell at competitive bidding $15,000,000, principal amount of First 
Mortgage Bonds, Series due 1989, in lieu of $20,000,000, principal amount of First 
Mortgage Bonds Series due 1988, as authorized by the Commission’s aforemen- 
tioned order issued July 23, 1958. Certain terms and conditions relative to the 
proposed issuance and the use of the proceeds to be obtained therefrom have been 
modified as hereinafter indicated. 

Applicant proposes to issue the Bonds under its Mortgage and Deed of Trust, 
dated as of October 1, 1945, to Guaranty Trust Company of New York and Arthur 
L. Burke, Trustees (Karl R. Henrich, successor individual Trustee), as heretofore 
supplemented and as to be further supplemented by a Second Supplemental 
Indenture to be dated as of April 1, 1959. 

On or about March 18, 1959, Applicant proposes to invite sealed, written bids 
for the purchase of the proposed issuance of Bonds by newspaper publication and 
by distribution of a form of bid, together with a statement of terms and 
conditions relating thereto. 

All bids, whether from a single bidder or a group of bidders, must be for the 
purchase of all of the proposed issuance of Bonds and must be submitted in dupli- 
cate written counterparts on the form of bid furnished by Applicant. Each bid 
must specify (1) the interest rate to be borne by the Bonds, which rate shall be 
expressed as a multiple of 4%{4th of 1%; (2) the price exclusive of accrued interest 
to be paid to Applicant for the Bonds, which price shall be not less than 99% 
nor more than 102% % of the principal amount thereof; and (3) that the accrued 
interest on the proposed Bonds from April 1, 1959, to the date of payment there- 
for and delivery thereof shall be paid to Applicant. In addition, each bid must 
be accompanied by a certified or official bank check or checks in the aggregate 
amount of $375,000. 

Unless postponed, all bids for the purchase of the proposed issuance of Bonds 
must be presented to Applicant before 12:00 Noon, New York Time, on March 24, 
1959, at Room 2033, Two Rector Street, New York 6, New York. Unless Applicant 
shall reject all bids, which it reserves the privilege to do, or shall exclude a bid 
or bids for reasons specified in the statement of terms and conditions relating 
thereto, it will accept the bid which will provide it with the lowest annual cost 
of money. 

The proceeds to be obtained from the proposed issuance of Bonds, together 
with funds from internal sources, will be utilized to (1) repay short-term bank 
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loans expected to aggregate approximately $12,000,000 ;* and (2) carry forward 
its construction program through 1959 and a portion of 1960. Construction 
expenditures for the last nine months of 1959 and for the year 1960 are antici- 
pated to aggregate about $20,000,000, allocated as follows : $13,230,000 for electric 
facilities ; $4,570,000 for gas facilities ; and $2,200,000 for gas and oil exploration 
and development.* 

As indicated in the previously mentioned order of the Commission, issued 
July 23, 1958, notice of this proceeding has been given to the Public Utilities 
Commission of Idaho, the Board of Railroad Commissioners of Montana, and the 
Public Service Commission of Wyoming, and to the Governor of each of: those 
States, and by publication in the Federal Register (23 FR 5140). No protest, 
petition or request to be heard in opposition to the granting of the application 
has been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued June 7, 1957, 
The Montana Power Company, Docket No. E-6750 (17 FPC 795). 

(2) The proposed issuance and sale of Bonds, as described above, will con- 
stitute an issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204 (f) of the Act; and the proposed issuance of secu- 
rities, therefore, is not exempt by virtue of that Section from the requirements 
of Section 204 of the Act. 

(4) The proposed issuance and sale of Bonds, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of Applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance by Applicant of service as a public utility and which will not impair 
its ability to perform that service, and is reasonably appropriate for such 
purposes. 


The Commission orders: 





(A) The proposed issuance and sale of Bonds, as described above, upon 
the terms and conditions and for the purposes specified in the application, as 
filed June 24, 1958, and as amended March 5, 1959, are authorized, subject to the 
provisions of this order. 

(B) The proposed issuance and sale of Bonds at competitive bidding shall not 
be consummated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2 (k) (3) of the Commission’s Regulations under the Federal 
Power Act relating to compliance with competitive bidding requirements and Sec- 
tion 34.2 (k) (4) of those Regulations relating to affiliation, and shall have 
either filed such amendments or shall have mailed them and advised the 
Commission by telephone and telegram, as contemplated by Section 34.9 of the 
Regulations. 





1By order issued June 7, 1957, as supplemented by order issued November 17, 1958, 
The Montana Power Company, Docket No. E—6750 (17 FPC 795), the Commission author- 
ized Applicant to issue up to a maximum of $25,000,000, principal amount of Promissory 
Notes, conditioned upon the final maturity of all Notes issued pursuant thereto being not 
later than December 31, 1959. 

2 Applicant’s construction program is described in greater detail in the Commission's 
above-mentioned orders, supra. fn. 1, which avthorize the issuance of $25,000,000, prin- 
cipal amount of Promissory Notes. 
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(ii) The Commission shall have approved the price to be received by Applicant 
for the Bonds and the interest rate thereof, by a further order. 

(C) The authorization contained herein to issue Bonds shall expire unless the 
transaction thus authorized is consummated within 90 days from the date of 
issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of costs, or any matter whatsoever which 
is now pending or may come before this Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which this 
order relates. 

(F) The authorization herein granted shall supersede the Commission’s order 
issued July 23, 1958, in this matter. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 


IDAHO POWER COMPANY, PROJECT NO, 1971 
ORDER FURTHER AMENDING LICENSE (MAJOR) 


(Issued March 19, 1959) 


Applications were filed May 9, and June 9, 1958, respectively, by Idaho Power 
Company, licensee for major Project No. 1971—located on the Snake River, 
navigable waters of the United States, in Adams and Washington Counties, 
Idaho, and in Wallowa, Baker and Malheur Counties, Oregon, and affecting 
lands of the United States within the Wallowa and Whitman National Forests 
and other lands of the United States—for amendment of the license for the 
project to include therein the following-described transmission lines to be 
located in Baker and Wallowa Counties, Oregon. 

The May 9 application seeks amendment of the license to include therein a 
230-kilovolt double-circuit steel tower line extending from the Oxbow power 
plant approximately 20.5 miles in a northerly direction to Pallette Junction’ 
in the Imnaha River Valley, thence easterly approximately 8 miles to the proposed 
Hells Canyon development. 

The June 9 application seeks amendment of the license to include therein a 
230-kilovolt single-circuit transmission line extending approximately 45.2 miles 
in a northerly direction from Pallette Junction in Wallowa County Oregun, to a 
point on the Idaho bank of the Snake River, referred to as Mountain Sheep or 
Divide Creek. 

It is proposed that the above-described line sections will connect to The 
Washington Water Power Company’s propused 230-kilovolt line from Divide 
Creek to its Lolo Substation near Lewiston, Idaho, and that the three sections 
will function as a continuous line. Staff studies on the use and need for the 
proposed Oxbow-Lewiston transmission line show that the line will facilitate 
electric and hydraulic coordination of the project plants with power facilities of 
systems of the Northwest Power Pool. 

The Chief of Engineers informed the Commission that amendment of the 
license to include therein the proposed Pallette Junction-Mountain Sheep section 
of the line which would cross the Snake River would be satisfactory provided 


1Pallette Junction is a proposed switching station on the Oxbow-Mountain Sheep line 
where connection is to be made to the Hells Canyon plant at some time in the future. 
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that certain requirements usually specified for river crossings in the interest of 
navigation are met by the applicant. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Wallowa and Whitman National Forests, informed the 
Commission that the Forest Service has no objection to amendment of the license 
subject to relocation of a section of the proposed line and conditional upon 
Forest Service approval of the final location of both the Hells Canyon segment 
of the line and its access roads. By letter dated February 4, 1959, the applicant 
informed the Commission that the changes in location cited in the Forest Service 
letter have all been satisfactorily worked out. 

The Secretary of the Interior was invited to report on the application for in- 
clusion in the license of the Oxbow-Pallette Junction-Hells Canyon section of 
line, but to date no report thereon has been received. 

Having first filed on July 16, 1958, a Notice of Intervention in this proceeding, 
the Public Utility Commissioner of Oregon, following a series of conferences 
and examination of engineering studies and appraisal reports concerning the 
Oxbow-Lewiston line, including studies made by the staff of the Federal Power 
Commission, advised in his letter dated January 29, 1959, that it is clearly indi- 
cated that construction of the line as proposed will integrate the facilities of 
Idaho Power Company with those of the Northwest Power Pool. 

The Idaho Public Utilities Commission informed the Commission that it is 
the opinion of that Commission that the line from Oxbow to Lewiston is needed 
and that the proposed amendment should be issued without further delay. 


The Commission finds: 


(1) The license, further amended as hereinafter provided, will not alter any of 
the basic facts upon which the license was issued. 

(2) Public notice has been given of the filing of the applications. 

(3) The proposed Oxbow-Pallette Junction-Hells Canyon and the proposed 
Pallette Junction-Mountain Sheep (Divide Creek) 230-kilovolt line sections of the 
proposed Oxbow-Lewiston 230-kilovolt transmission line are part of a project 
within the meaning of Section 3 (11) of the Federal Power Act and should be 
included in the license for Project No. 1971. 

(4) The Washington Water Power Company’s proposed 230-kilovolt line 
from Divide Creek to its Lolo Substation near Lewiston, Idaho, is part of a 
project within the meaning of Section 3 (11) of the Federal Power Act. 

(5) It is desirable to reserve for determination at a later date the amount of 
the annual charge to be paid under the license for the project for the purpose of 
recompensing the United States for the use, occupancy, and enjoyment of its 
lands by the above-described transmission-line right-of-way. 

(6) Revised Exhibits F, K and M with respect to the above-described trans- 
mission lines shall be filed as hereinafter provided. 


The Commission orders: 


(A) The license for Project No. 1971—which was issued to Idaho Power 
Company on August 4, 1955, became effective as of August 1, 1955, and was 
subsequently amended—is hereby further amended, effective as of March 1, 
1959, to include therein the Oxbow-Pallette Junction-Hells Canyon and the 
Pallette Junction-Mountain Sheep (Divide Creek) 230-kilovolt line sections 
of the Oxbow-Lewiston line; said amendment being: 

PARAGRAPH I. Paragraph (5) (b) (2) of the license as amended May 2, 
1958, is further amended by changing the “.” at the end of the paragraph to a 
“-” and adding thereto the following: 

a 230-kv double circuit steel tower transmission line extending from the Oxbow 
power plant approximately 20.5 miles in a northerly direction to Pallette Junction, 
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thence easterly approximately 8 miles to the proposed Hells Canyon develop- 
ment; and a 230-kv single circuit transmission line extending approximately 45.2 
miles in a northerly direction from Pallette Junction to a point on the Idaho 
bank of the Snake River referred to as Mountain Sheep or Divide Creek ; and 

PARAGRAPH II. Article 28 of the license as amended January 9, 1959, is 
further amended by adding thereto the following paragraph: 

(e) Begin the construction of the 230-kilovolt transmission line extending 
from the Oxbow power plant to Pallette Junction and thence to Divide Creek 
on or before June 1, 1959, and complete the line with one circuit in operation on 
or before November 1, 1960. 

PARAGRAPH III. The license for the project is amended to include therein 
the following additional special condition designated Article 46: 

Article 46. The Licensee shall file with the Commission within one year from 
the date of commencement of construction of the Oxbow-Pallette Junction-Divide 
Creek transmission line, in accordance with the Commission’s rules and regula- 
tions, revised Exhibits F, K and M with respect to the line. 

(B) The Commission reserves for future determination the amount of the 
annual charge to be paid under the license for the project for the purpose of 
recompensing the United States for the use, occupancy, and enjoyment of its 
lands for transmission-line purposes by the transmission line sections included 
in the license by this order. 

(C) This amendment in the manner set out above shall not operate to alter 
or amend the license in any other respect, and shall not in any way constitute a 
waiver of any other part, provision or condition of the license as heretofore 
amended. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act and failure to file such an application shall constitute ac- 
ceptance of this amendment of license. In acknowledgment of the acceptance of 
this amendment of license, it shall be signed for the Licensee and returned to 
the Commission within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 


MIDWESTERN GAS TRANSMISSION COMPANY, DOCKET NO. G-—16841; 
TENNESSEE GAS TRANSMISSION COMPANY, DOCKET NO. G-16842 


ORDER WAIVING INTERMEDIATE DECISION PROCEDURE SETTING DATE FOR ORAL ARGUMENT 
AND SETTING DATE FOR FILING BRIEFS 


(Issued March 20, 1959) 


On March 10, 1959, at the conclusion of the hearing in the above-captioned 
proceedings, counsel for Midwestern Gas Transmission Company (Midwestern) 
and Tennessee Gas Transmission Company (Tennessee Gas), Applicants herein, 
moved on the record that the intermediate decision procedure be waived. 

In support of such motion Applicants’ counsel stated that in order to commence 
service by the 1959-1960 winter season a certificate should issue no later than 
May 1, 1959. If a certificate is issued by May 1, 1959, Applicants’ counsel stated 
that ditching cannot be expected to begin before late June 1959, and from three 
to six months time is required by Midwestern to complete construction of pipe 
line facilities after ditching has commenced. Further, it is represented on the 
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record that the area proposed to be served by Midwestern requires the additional 
service during the winter season 1959-1960 if consumer demands are to be met 
adequately. 

‘xcept for National Coal Association, et al., the motion was unopposed on the 
record by counsel present* Staff counsel took no position with respect to the 
motion. 

As we indicated in our Opinion No. 316, issued October 31, 1958, In the Matters 
of American Louisiana Pipe Line Company, et al., Docket 20 FPC 575, Nos. 
G—2306, et al., it is our intent to expedite the handling and disposition of new 
applications which may be filed by any of the applicants in those proceedings, 
looking toward service in the midwestern area of the United States, consistent 
with the performance of and duties under Section 7 of the Natural Gas Act. The 
applications of Midwestern and Tennessee are the first of new applications which 
have been filed. Consistent with the intent expressed in Opinion No. 316 and due 
to the early need for commencement of pipeline construction necessary to the 
commencement of service by the 1959-1960 winter season, the Commission con- 
siders that good cause has been shown for waiving the intermediate decision pro- 
cedure and for allowing oral argument before the Commission. 


The Commission finds: 


(1) The due and timely execution of the Commission’s functions imperatively 
and unavoidably requires the omission of the intermediate decision procedure. 

(2) Good cause has been shown for waiving the intermediate decision pro- 
cedure and for allowing oral argument before the Commission at the time 
hereinafter fixed. 

(3) The time fixed by the presiding examiner for the filing of briefs should 
be revised as hereinafter ordered. 

The Commission orders: 

(A) The intermediate decision procedure in the above-entitled proceedings 
is hereby waived. 

(B) Principal briefs shall be filed on or before March 24, 1959, and reply 
briefs shall be filed on or before April 7, 1959. 

(C) Oral argument before the Commission shall be held on April 10, 1959, at 
10 a.m. (EST), in a hearing room of the Federal Power Commission, 441 G Street, 
N. W., Washington, D.C. All parties desiring to participate in the oral argument 
shall inform the Secretary of the Commission in writing of the length of time 
desired for argument not later than April 1, 1959. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 


PERMIAN BASIN PIPELINE COMPANY, DOCKET NO. G-17458 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued March 23, 1959) 


On January 5, 1959, Permian Basin Pipeline Company (Applicant) filed in 
Docket No. G—17458 an application pursuant to Section 7 (c) of the Natural 
Gas Act for a certificate of public convenience and necessity authorizing the 
construction and operation of up to 10 measuring and regulating stations neces- 


1The Manufacturers Light and Heat Company, et al., opposed the motion on the record, 
but by letter, dated March 16, 1959, withdrew such opposition. 
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sary for the establishment of new and additional delivery points for the sale and 
delivery of natural gas to Pioneer Natural Gas Company (Pioneer) for resale 
for general irrigation service only within the State of Texas, all as more fully 
set forth in the application. 

The 10 proposed measuring and regulating stations will be constructed during 
the next four years along Applicant’s Texas pipeline system as specific points 
to be designated by Pioneer. The “budget-type” authorization sought herein will 
eliminate the necessity for the filing of individual certificate applications for the 
sole purpose of installing the minor facilities aforesaid. 

The estimated maximum cost of an individual station is $10,000 and the total 
cost of the 10 stations is not to exceed $75,000 which costs will be financed from 
cash on hand and from funds generated through operations. Pioneer will pay to 
Applicant a connection charge of up to $500 for each tap which it requests. 

The proposal is based on the increasing demand for irrigation gas in Texas 
in the past and as expected in future years. Applicant estimates annual deliveries 
of up to 3,184,000 Mcf in the year ending December 31, 1962, under this proposal. 

The foregoing sale and delivery of natural gas is to be made pursuant to a gas 
sales contract between Applicant and Pioneer dated June 2, 1958, which provides 
for off-peak deliveries of up to 50,000 Mcf per day and up to 1,500 Mcf per day 
during winter peak periods. The proposal would have no appreciable effect on 
Applicant’s available gas reserves. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 12, 1959, respecting the matters involved in and.the issues presented by 
the application herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30 (¢c) (1) of the Commission's Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Permian Basin Pipeline Company, a Delaware corporation 
having its principal place of business in Omaha, Nebraska, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its opinion and order of May 1, 1953, in Docket No. G-—1928 
(12 FPC 85). 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, and the construction and operation thereof by Applicant are sub- 
ject to the requirements of Subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) The construction and operation of the facilities and the transportation of 
natural gas as proposed by Applicant are required by the public convenience and 
necessity and a certificate therefor should be issued as hereinafter ordered and 
conditioned. 

(4) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act and the re- 
quirements, rules and regulations of the Commission thereunder. 

(5) It is appropriate and necessary in carrying out the provisions of the 
Natural Gas Act and the Commission’s Regulations thereunder that Applicant 
should submit by February 1 of each year after the issuance of this order until 
all 10 proposed stations are completed, a report showing all pertinent details of 
the construction performed under this authorization, including the location and 
cost of each station and the annual and maximum daily volumes of gas expected 
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to be delivered to Pioneer at each station, together with the associated revenues 
to be received from Pioneer. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a) and (e) of Section 157.20 of the Commis- 
sion’s Regulations under the Natural Gas Act (18 CFR 157.20) should attach 
to the certificate issued and to the exercise of the rights granted thereunder. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30 (ec) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Permian Basin Pipeline Company to construct and operate the 
facilities hereinbefore described and to deliver natural gas to Pioneer, all as 
more fully described in the application and exhibits in this proceeding, upon 
the terms and conditions of this order. 

(B) Applicant shall submit on or before February 1 of each year after the 
issuance of this order until all 10 proposed stations are completed, a report 
showing all pertinent details of the construction performed under this authoriza- 
tion, including the location and cost of each station and the annual and maximum 
daily volumes of natural gas expected to be delivered to Pioneer at each station, 
together with the associated revenues to be received from Pioneer. 

(C) The total cost of the proposed facilities shall not exceed $75,000 and no 
individual project shall exceed $10,000. All the authorized facilities shall be 
completed by December 31, 1962. 

(D) The general terms and conditions set forth in paragraphs (a) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act shall 
attach to the certificate issued in paragraph (A) hereof and to the exercise of 
the rights granted thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 


AMERICAN LOUISIANA PIPE LINE COMPANY, DOCKET NO. G—10396; 
GULF OIL CORPORATION, DOCKET NO. G-10400; PANHANDLE 
EASTERN PIPE LINE COMPANY, DOCKET NO. G-11061 


ORDER DENYING APPLICATION FOR REHEARING 
(Issued March 23, 1959) 


By application filed February 26, 1959, Wisconsin Public Service Corpora- 
tion has requested rehearing of the Commission’s letter order dated January 28, 
1959, rejecting Wisconsin Public Service’s Petition to Intervene and Application 
for Rehearing and Stay tendered for filing January 23, 1959, with respect to our 
Opinion No. 319 and order issued December 19, 1958, 20 FPC 851. 

The rejection of the petition was based on Section 1.8(d) of the Commission’s 
Rules which, among other things, requires intervention petitions to be filed 
not less than 10 days prior to the date set for hearing except as permitted by the 
Commission for good cause and on Section 19(a) of the Natural Gas Act pro- 
viding that an “aggrieved” party in a proceeding “may apply for rehearing 
within thirty days after the issuance of” the order in question. 

In its application for rehearing Wisconsin Public Service, which is not a party 
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to the present proceeding, contends that it could not possibly have anticipated 
that the Commission, without notice to it, would deprive it of the gas reserved in 
Docket No. G—2306, et al., that it could not have acted within the thirty day 
period for filing an application for rehearing because the order did not come to 
its attention until some time after it was issued, and that the Commission er- 
roneously deprived it of the reserved gas supply without notice and in a proceed- 
ing to which it was not a party. 

The petition to intervene and application for rehearing of opinion and order of 
December 19, 1958, was clearly not timely under Section 19 (a) of the Gas Act. 
Cf. Dayton Power and Light Co. v. F.P.C., 251 F. 2d 875 (CADC). In any case no 
valid reason has been presented as to why we should modify our opinion and 
order of December 19, 1958, or our order denying rehearing issued February 13, 
1959, Nor has good cause been shown for granting the untimely petition to 
intervene. As set forth more fully in our February 13, 1959, order, 21 FPC 218, 
parties to Docket No. G-2306, et al., had the opportunity to support Michigan 
Wisconsin’s proposal in Docket No. G—9850 to utilize the reserved gas. When 
that proposal proved infeasible, the possible beneficiaries of the reserved gas did 
not retain a priority in it that would prevent it being allocated for another pur- 
pose. In any case parties interested in additional gas from the American Natural 
System could have intervened in the present proceeding which was concerned 
not only with an expansion of American Louisiana Pipe Line Company’s facilities, 
which would add to the system’s supply of gas, but also with Panhandle Eastern 
Pipe Line Company’s abandonment application, which would decrease the system’s 
supply of gas. 


The Commission finds: 


The assignments of error and grounds for rehearing in the above application for 
rehearing set forth no new facts or principles of law which were not fully con- 
sidered by the Commission when it issued its letter order of January 28, 1959, 
or which having now been considered warrant any change or modification of said 
order. Such specifications of error, contentions and arguments contained in the 
above application for rehearing as are not specifically disposed of in the fore- 
going are without substantial support in evidence or reasonable basis in law or 
are immaterial to the correct decision of this case and should be denied. 


The Commission orders: 


The above application for rehearing filed by Wisconsin Public Service Corpora- 
tion is hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 


TENNESSEE GAS TRANSMISSION COMPANY, DOCKET NO. G—15825 
FINDINGS AND ORDER PERMITTING AND APPROVING ABANDONMENT OF SERVICE 
(Issued March 23, 1959) 


Tennessee Gas Transmission Company (Applicant), a Delaware corporation 
with principal place of business at Houston, Texas, filed an application pursuant 
to Section 7 (b) of the Natural Gas Act (Act) in the above-captioned proceeding 
on August 5, 1958 for permission to abandon service as hereinafter described, 
subject to the jurisdiction of the Commission, all as more fully represented in 
the application. 
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Heretofore, by order issued on December 23, 1954, In the Matters of Tennessee 
Production Company, et al., Docket Nos. G-2648, et al., Applicant was granted a 
certificate of public convenience and necessity, in Docket No. G—4226, pursuant 
to Section 7 (c) of the Act authorizing Applicant as successor to the interests of 
Tennessee Production Company to take over and continue the sale of natural 
gas in interstate commerce from production of the Johnson-Boudreaux lease, 
West Mermentau Field, Jefferson Davis Parish, Louisiana, to United Gas Pipe 
Line Company (United) for resale. The contract covering this sale, dated 
September 10, 1948, is on filed as Applicant’s Rate Schedule No. 30. Concurrently 
with the filing of its application to abandon service, Applicant also filed a Notice 
of Cancellation of its Rate Schedule No. 30. 

Applicant now proposes to permanently discontinue the aforesaid sale and 
delivery of gas to United. 

The Johnson-Boudreaux No. 1 well went dry in March of 1958. Sales and 
deliveries of gas from said well could no longer be continued. Applicant’s geolo- 
gists recommended that the well be abandoned based on negative results of a 
study with respect to economic feasibility to determine other producing 
possibilities of the well. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 10, 1959, respecting the matters involved in and the issues presented by the 
application. No notice of intervention, petition for leave to intervene in opposi- 
tion or protest to the granting of the application has been received. Staff coun- 
sel moved orally at the hearing that the intermediate decision procedure be 
omitted and the Commission render a decision herein pursuant to Section 1.30 
(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant is engaged in the sale of natural gas in interstate commerce for 
resale for ultimate public consumption, and, therefore, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act and subject to the provisions 
thereof. 

(2) The sale of natural gas which is proposed to be abandoned by Applicant 
as hereinbefore described and as more fully described in the application has been 
made by Applicant in interstate commerce for resale for ultimate public con- 
sumption, and, therefore, is subject to the jurisdiction of the Commission and 
the requirements of subsection (b) of Section 7 of the Natural Gas Act. 

(3) The supply of natural gas available for the sale referred to in para- 
graph (2) hereof is depleted to the extent that the continuance of said service 
is unwarranted, and, therefore, Applicant’s request for permission to abandon 
said service should be approved and Applicant authorized to terminate said 
operation, sale and service and to cancel its Rate Schedule No. 30 as hereinafter 
ordered. 

(4) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record and, not having 
been denied by the Commission, is granted pursuant to Section 1.30 (c) (1) of 
said Rules. 


The Commission orders: 


(A) The abandonment by Applicant of the sale referred to in Finding (2) 
hereof be and the same hereby is permitted and approved. 

(B) Applicant’s Notice of Cancellation of Rate Schedule No. 30 is hereby 
allowed to become effective as of the date of issuance of this order. 
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Before Commissioners : Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 


TEXAS EASTERN TRANSMISSION CORPORATION AND MISSISSIPPI 
RIVER FUEL CORPORATION, DOCKET NO. G-17255 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE 
AND NECESSITY 


(Issued March 23, 1959) 


On December 15, 1958, Texas Eastern Transmission Corporation (Texas 
Eastern) and Mississippi River Fuel Corporation (Mississippi) filed in Docket 
No. G-17255 a joint application for a certificate of public convenience and 
necessity, pursuant to Section 7 (c) of the Natural Gas Act, authorizing the 
exchange of natural gas from the date of authorization until December 31, 1959, 
all as more fully set forth in the application. A supplement to this application 
was filed by Mississippi on January 6, 1959. 

From date of authorization until March 1, 1959, Mississippi proposes to 
deliver to Texas Eastern up to 25,000 Mcf of natural gas per day at 15.025 
psia at the existing interconnection point near Karnack, Texas, and up to 
1,500 Mcf per day at 15.025 psia at the outlet of the California Company’s 
gasoline plant near Dubach, Louisiana. Between Méfch 1, 1959, and December 
31, 1959, Texas Eastern would deliver equal volumes to Mississippi at the same 
points, 75 percent of the gas received by Texas Eastern to be returned during 
the period March 1 to September 1, 1959, and the remaining 25 percent to be 
returned during the period September 1 to December 31, 1959. 

The volumes to be exchanged would be those which are available and which 
the receiving party can receive into the respective systems. No additional 
facilities would be required by either party. 

The proposed exchange results primarily from an increase in production 
allowables which the Railroad Commission of Texas has put into effect in the 
Woodlawn Field, Texas, which may obligate Mississippi to take from that 
field more gas than it can move through its so-called West Gathering Line 
with possible take-or-pay penalties to Mississippi, all as more fully described 
in the application. 

Temporary authorization to exchange natural gas as proposed in the joint 
application in Docket No. G—17255 was granted to the two applicant companies 
on January 16, 1959. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
March 12, 1959, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant Texas Eastern Transmission Corporation, a Delaware ce rpora- 
tion having its principal place of business in Shreveport, Louisians, is a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order issued March 30, 1949, in Docket 
No. G-1089 (8 FPC 228). 
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(2) Applicant Mississippi River Fuel Corporation, a Delaware corporation 
having its principal place of business in St. Louis, Missouri, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of March 1, 1944, in Docket No. G-291 (4 FPC 535). 

(3) The delivery of natural gas by Mississippi to Texas Eastern hereinbefore 
described, and the redelivery of natural gas by Texas Eastern to Mississippi as 
hereinbefore described, both as more fully described in the joint application, 
as supplemented, in Docket No. G-17255, are subject to the requirements of Sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 

(4) The proposed delivery by Mississippi and the proposed redelivery by 
Texas Eastern hereinbefore described are required by the public convenience 
and necessity and a certificate therefor should be issued as hereinafter ordered 
and conditioned. 

(5) Applicants, Mississippi and Texas Eastern, are able and willing properly 
to do the acts and to perform the services proposed and to conform to the 
provisions of the Natural Gas Act and the requirements, rules and regulations 
of the Commission thereunder. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a) and (e) of Section 157.20 of the Commis- 
sion’s Regulations under the Natural Gas Act should apply to the certificate 
issued hereinafter and to the exercise of the rights granted thereunder. 

(7) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure herein was unopposed by any party of 
record, and not having been denied by the Commission is granted pursuant 
to Section 1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Texas Eastern Transmission Corporation and Mississippi River 
Fuel Corporation, jointly, to exchange natural gas as hereinbefore described, 
for the period ending December 31, 1959, all as more fully described in the 
joint application, as supplemented, in this proceeding, subject to the juris- 
diction of the Commission, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
(18 CFR 157.20) shall attach to the certificate issued in paragraph (A) hereof 
and to the exercise of the rights granted thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


THE MONTANA POWER COMPANY, DOCKET NO. E-6831 


SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS 
(Issued March 24, 1959) 


By supplemental order issued March 17, 1959, in the above-entitled matter, 
the Commission authorized The Montana Power Company (Applicant) to 
issue and sell at competitive bidding $15,000,000, principal amount of First 
Mortgage Bonds, Series due 1989, subject, among others, to the provisions as 
set forth in Paragraph (B) of that order as follows: 

(B) The proposed issuance and sale of Bonds at competitive bidding shall 
not be consummated until: 
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(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s Regulations under the Fed- 
eral Power Act relating to compliance with competitive bidding requirements 
and Section 34.2 (k) (4) of those Regulations relating to affiliation, and shall 
have either filed such amendments or shall have mailed them and advised the 
Commission by telephone and telegram, as contemplated by Section 34.9 of the 
Regulations ; 

(ii) The Commission shall have approved the price to be received by Appli- 
sant for the Bonds and the interest rate thereof, by a further order. 

Applicant, on March 24, 1959, filed an amendment to its application in the 
above-entitled matter, setting forth, among other things, that it proposes to 
accept, as providing the lowest annual cost of money to it, the bid of Halsey, 
Stuart & Co., Ine. to purchase the proposed issuance of $15,000,000, principal 
amount of Bonds, for the price of 100.887% of principal amount, with an interest 
rate of 444% per annum. 


The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements of Paragraph 
(B) of the Commission’s supplemental order issued March 17, 1959, in the above- 
entitled matter, and under the bid it proposes to accept for the Bonds, the price 
to be received by Applicant therefor and the interest rate thereof are reasonable. 

(2) The proposed issuance and sale of Bonds, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of Applicant and compati- 
ble with the public interest, which is appropriate for and consistent with the 
proper performance of service by Applicant as a public utility and which will 
not impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 


The Commission orders: 


(A) The price to be received by Applicant for the proposed Bonds and the in- 
terest rate thereof, under the bid referred to above, are approved as reasonable. 

(B) The proposed issuance and sale of Bonds referred to above, upon the 
terms and conditions, and for the purposes specified in the application, as sup- 
plemented by the amendment referred to above, are authorized, subject only 
to the provisions of Paragraphs (A), (C), (E) and (F) of the Commission’s 
supplemental order issued March 17, 1959 in the above docket. 


tefore Commissioners: Jerome K. Kuykendall, Chairman; William R. Con- 
nole and Arthur Kline. 


MT. OLIVET NATURAL GAS COMPANY, INC., DOCKET NO. G—15982 


FINDINGS AND ORDER DIRECTING PHYSICAL CONNECTION OF FACILITIES AND 
SALE AND DELIVERY OF NATURAL GAS 


(Issued March 24, 1959) 


Mt. Olivet Natural Gas Company, Inc., (Applicant), a Kentucky corporation, 
having its principal place of business in Mt. Olivet, Robertson County, Kentucky, 
filed on August 13, 1958 an application, and on September 10, 1958 and October 
9, 1958, supplements thereto, for an order, pursuant to Section 7 (a) of the 


Natural Gas Act, directing Kentucky Gas Transmission Corporation (Kentucky 


Gas), to establish physical connection of its transportation facilities with the 


556—-794— 63 26 
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proposed facilities of Applicant and to sell and deliver to Applicant natural gas 
for resale in the City of Mt. Olivet and the outlying districts of said city. 

Applicant shows that there are no other gas companies now rendering retail 
gas service in Robertson County, except service to residences connected to Ken- 
tucky Gas’ line, where the transmission line is located on the residence property. 

Applicant proposes to construct a 2-inch transmission line extending from a 
point of connection with Kentucky Gas’ transmission line in Robertson County, 
approximately 3.4 miles in length to a proposed gas distribution system within 
the corporate limits of Mt. Olivet and outlying districts of the city. 

Applicant estimates its gas requirements as follows: 


a | | | | | 
Year of operation | Peak day | Annual | Year of operation | Peak day | Annual 
(Mecf) | (Mef) (Mef) (Mef) 


a peiacletsonaeaienal 50 | 11,689 | 4th : escned 195 19, 984 
2nd... . | 2 15, 567 | Sth........ ane 198 20, 284 
17,949 | 6th....--.-- : an 202 | 22, 271 





The estimated cost of the proposed construction is $69,681. Of this amount 
$22,833 represents the estimated cost of the 2-inch transmission line; $35,323 
represents the cost of the proposed distribution system in Mt. Olivet and $11,475 
represents cost for rights-of-way, meters, engineering and supervision and resi- 
dent supervision. 

Applicant proposes to finance the project by the sale of 500 shares of capital 
stock with par value of $100 per share, totaling $50,000. Applicant has the right 
to issue an additional $25,000 worth of capital stock, if needed, or to negotiate 
a bank loan for the remaining $20,000. The Farmers and Traders Bank of Mt. 
Olivet, Inc. has agreed to loan Applicant $20,000 to complete its financing for 
this project. 

Applicant stated in its application herein that it will file an application with 
the Kentucky Public Service Commission for a certificate of public convenience 
and necessity and for approval of rates. 

Applicant shows that the city council of the City of Mt. Olivet has passed a 
resolution stating that a franchise will be granted to Applicant “to sell, furnish 
and supply natural gas to the residents of Mt. Olivet,” should Applicant be 
granted a certificate of public convenience and necessity. 

Kentucky Gas filed an answer herein on September 16, 1958 stating that, based 
on the latest estimates of gas requirements and gas available to the Columbia 
Gas System, of which Kentucky Gas is a part, the sale and delivery by Kentucky 
Gas to Mt. Olivet Natural Gas Company, Inc., of the volumes of natural gas set 
forth in its application would not adversely affect Kentucky Gas’ gas supply for 
its existing customers. Kentucky Gas also stated that no additional transmission 
facilities, other than an interconnection, together with metering and regulating 
facilities, would be needed in order to make such sale and delivery of natural 
gas. Kentucky Gas, however, by its answer, questioned the economic feasibility 
of Applicant’s project. Since the filing of said answer, Applicant has filed a 
supplement to its application wherein Applicant revises its estimates as to rev- 
enues and rate of return. Said supplement shows an estimated rate of return 
for the first year of operation of 3.8 percent, for the second year a rate of return 
of 5.5 percent, and for the third year a rate of return of 5.9 percent. The Com- 
mission deems it appropriate to issue an order herein conditioned upon the Ken- 
tucky Public Service Commission issuing to Applicant a certificate of public 
convenience and necessity. 
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Pursuant to due notice and adjournments ordered by the Presiding Examiner, 
a public hearing was held in Washington, D. C., on March 12, 1959 respecting 
the matters involved in and the issues presented by the application filed herein. 
No protest to the granting of the application has been received, other than the 
answer filed by Kentucky Gas and no party appeared at the hearing in opposition 
to the application. Staff Counsel moved orally at the hearing that the interme- 
diate decision procedure be omitted and that the Commission render a decision 


pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 


(1) Kentucky Gas Transmission Corporation, a Delaware corporation, having 
its principal place of business in Charleston, West Virginia, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of September 10, 1956, in Docket No. G—9689 (16 
FPC 437). 

(2) Applicant is a Kentucky corporation, having its principal place of business 
in Mt. Olivet, Kentucky, and is legally authorized to engage in the local distribu- 
tion of natural gas within the city of Mt. Olivet and its vicinity. 

(3) It is necessary and desirable in the public interest to direct Kentucky 
Gas Transmission Corporation to establish physical connection of its transporta- 
tion facilities with the facilities proposed to be constructed by Applicant and 
to sell and deliver to Applicant up to 188 Mcf of natural gas per day, being 
Applicant’s 3rd year requirement, as described herein, provided: (a) Applicant 
is issued a certificate of public convenience and necessity by the Kentucky Public 
Service Commission, (b) Kentucky Public Service Commission approves retail 
rates which will generate gross revenues not less than those which would be gen- 
erated by those rates proposed in the application herein and (c) Applicant is in 
a position to receive service within one year of the date of this order. 

(4) The requirement that Kentucky Gas serve Applicant as hereinafter ordered 
will not place any undue burden upon Kentucky Gas nor require it to enlarge 
its facilities, nor impair its ability to render adequate service to existing 
customers. 

(5) Staff Counsel having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.30 (c) (1) 
{18 CFR 1.30 (c) (1)] of the Commission’s Rules of Practice and Procedure 
having been satisfied sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 


The Commission orders: 


(A) Kentucky Gas Transmission Corporation be and is hereby directed to 
establish physical connection of its natural gas transmission facilities with the 
facilities proposed to be constructed by Applicant and to sell and deliver to 
Applicant a volume of natural gas up to 188 Mcf per day upon the following 
conditions: (a) Applicant shall receive a certificate of public convenience and 
necessity issued by the Kentucky Public Service Commission; (b) Kentucky 
Public Service Commission shall approve retail rates which will generate gross 
revenues not less than those rates proposed in the application herein; and (c) 
Applicant shall be in a position to receive gas service within one year from the 
date of this order. 

(B) Kentucky Gas Transmission Corporation shall report to the Commission 
in writing and under oath, the date of commencement of service to Applicant 
within thirty days after such commencement. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 











CITIES SERVICE GAS COMPANY, DOCKET NO. G-16742 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING AND APPROVING ABANDONMENT 


(Issued March 24, 1959) 


Cities Service Gas Company (Applicant) filed an application on October 20, 
1958, as amended and supplemented on December 15, 1958, pursuant to Section 7 
of the Natural Gas Act for a certificate of public convenience and necessity to 
construct and operate certain natural gas facilities to enable it to meet the 
increased requirements of customers in and about the town of El Dorado, Kansas; 
and for authority to reclaim and abandon other facilities in the vicinity of El 
Dorado, subject to the jurisdiction of the Commission, all as more fully described 
in the application as amended and supplemented on file with the Commission. 

Applicant proposes to construct and operate the following facilities: 

(1) Approximately 3.41 miles of 16-inch lateral transmission pipeline extending 
from a connection with Applicant’s 20-inch Wichita-Ottawa main line in Butler 
County, Kansas, south and east to the Skelly Oil Company refinery near El 
Dorado. This is to be a second delivery point to the refinery which is a direct 
interruptible customer of Cities Service. 

(2) Approximately 34 of a mile of 6-inch lateral pipeline from a connection 


with the proposed 16-inch line east to the existing El] Dorado South Town Border 
Station. 


























(3) Three metering and regulating installations on the proposed pipeline 
facilities, one for the gas entering the 16-inch line, another for the gas delivered 
to Skelly at the second delivery point and a third for gas injected into the nearby 
Boyer Storage Field. 

Applicant also proposes to: 

(1) Reclaim a total of approximately 2.45 miles of 8-inch pipeline, looping the 
20-inch main line and connecting with Applicant’s lateral serving north El Dorado. 
The facilities to be reclaimed will not be needed after the new facilities have 
been installed. 

(2) Abandon by transfer to The Gas Service Company approximately 1.8 miles 
of 6-inch pipeline, connecting the North El Dorado Town Border Station with the 
South El Dorado Town Border Station. Gas Service Company will use the line 
as a distribution facility operating at lower, safer pressures and eliminating a 
hazardous condition in residential areas. 

Applicant presently supplies natural gas to Gas Service Company for resale 
in El Dorado. It also supplies gas directly on an interruptible basis to the Skelly 
refinery located just southwest of El Dorado, and the El Dorado Refining Com- 
pany, located north of the city. All the service is rendered by Cities Service 
through a combination of 6- to 8-inch pipelines which tap its 20-inch Wichita- 
Ottawa line at two separate points west of El Dorado. These lines also are used 
for injecting gas into, and withdrawing gas from, Applicant’s nearby Boyer 
Storage Field, which is used to supply the El Dorado area on peak days. 

The proposal herein constitutes a rearrangement of facilities in the area to 
eliminate hazardous operating conditions and enable Applicant to serve the in- 
creasing requirements of the Skelly refinery. Applicant shows that the existing 
facilities are capable of delivering the following volumes of natural gas: 
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Volumes in Mef @ 14.73 psia 





Delivery to— 
Peak day | Average 
| winter day 





Gas Service Company for | | 





ee Cone CRED TED BE SIR incu cndodcuiatensuadactuationatawesels 11, 279 | 8, 809 
El Dorado Refining Company J 497 4, 125 
GE SE ancinncccréhimancapsnsqnbtpheiiiddindimeataiaeineats 1,022 | 19, 593 

TR iciccnsnantentiaceinieinetabenemitthimnagtenaidinbaaan 12, 798 | 32, 527 


The estimated requirements of the Skelly refinery are expected to increase 
over the next few years to the point where the existing facilities will not be 
able to handle the load including Skelly’s average winter day’s requirements. 
The following shows the estimated requirements of the area for the 1962-63 
winter period : 





| 

| Requirements (Mef at 14.73 
| psia) 

Delivery to— | 





|} Peak day Average 
winter day 


Cae Berean Camas 66 Th Te iccktctccadacscndsscsudktohuscesesnesthe | 11, 279 





8, 809 

El Dorado Refining Company 497 | 4, 125 
SE GI iccsccnnvenesuntrccedsntintsinniennadinamnnitil iedachigin oes baad | 1,022 29, 837 
PO iccidicscnacchsiicsucapmasiinnscupienitacaniatamiecieabee 12, 798 42,771 





The proposed new facilities and the proposed rearrangement of existing facili- 
ties will enable Applicant to meet the average winter day requirements of the 
entire area including the Skelly refinery. 

Skelly’s requirements between September 1958 and September 1963 are 
estimated as follows: 


Mef at 14.73 psia 


12 months ending September 








Annual Maximum day 
4, 328, 524 15, 317 
5, 215, 818 16, 908 
7, 326, 492 26, 853 
7, 374, 826 27, S48 
7, 685, 433 28, 842 





8, 397, 941 29, 837 


Applicant estimates the total capital cost of constructing the proposed facilities 
at $112,000 with $4,300 as the cost of reclaiming the 8-inch line to be abandoned. 
Material salvage is estimated at $6,800. Funds for the project will come from 
treasury cash. 

Gas supply is not an issue in this proceeding since the volumes of gas involved 
should not appreciably affect Applicant’s over-all system reserves. 

No one will be deprived of service by the abandonment and transfer of facilities. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
March 12, 1959, respecting the matters involved in, and the issues presented by 
the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 
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The Commission finds: 





(1) Applicant, a Delaware corporation, having its principal place of business 
in Oklahoma City, Oklahoma, is a “natural-gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities, proposed to be abandoned, as hereinbefore described and 
as more fully described in the application herein, are used in the transportation 
and sale of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission and such abandonment is subject to the requirements of Subsection 
(b) of Section 7 of the Natural Gas Act. 

(3) The proposed abandonment of the aforesaid facilities is permitted by the 
public convenience and necessity and permission and approval therefor should 
be granted as hereinafter ordered and conditioned. 

(4) The facilities proposed to be constructed and operated, as hereinbefore 
described and as more fully described in the application herein, will be used in 
the transportation and sale of natural gas in interstate commerce subject to the 
jurisdiction of the Commission, and the construction and operation thereof by 
Applicant are subject to the requirements of Subsections (c) and (e) of Section 
7 of the Natural Gas Act. 

(5) The construction and operation of the facilities proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (1), (ec) (3), (ec) (4) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
should attach to the issuance of the certificate referred to in paragraph (5) above 
and to the exercise of the rights granted thereunder, and that the time within 
which installation of the facilities authorized by this order should be completed 
and the said facilities placed in actual operation should be fixed at 8 months from 
the date on which this order issues. 

(8) A request during the public hearing by staff counsel for the omission of 
the intermediate decision procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 

(c) (1) of the Commission’s Rules of Practice and Procedure. 





The Commission orders: 





(A) Permission for and approval of the abandonment of the facilities herein- 
before described, as more fully described in the application and exhibits in this 
proceeding, is hereby granted to Applicant. 

(B) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Applicant to construct and operate the facilities hereinbefore 
described, as more fully described in the application and exhibits in this 
proceeding, upon the terms and conditions of this order. 

(C) The general terms and conditions set forth in paragraphs (a), (b), (¢c) (1), 
(ec) (3), (ec) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (B) hereof ‘and to the exercise of the rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Section 


157.20 of the Commission’s Regulations is hereby fixed at 8 months from the date 
on which this order issues. 


(E) Applicant shall advise the Commission of the date of abandonment of the 
facilities within 10 days of the date of such abandonment. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 


PACIFIC GAS AND ELECTRIC COMPANY, PROJECT NO. 78 





ORDER DETERMINING FAIR VALUE 
LEGITIMATE 


AND NET INVESTMENT; NET CHANGE IN ACTUAL 
ORIGINAL PROJECT COST; RESULTING ACTUAL LEGITIMATE ORIGINAL 
PROJECT COST ; AND PRESCRIBING ACCOUNTING THEREFOR 













(Issued March 24, 1959) 








































-acific Gas and Electric Company, Licensee for Project No. 78,’ on April 5, 
1939, filed statements, pursuant to Section 4.1 of the Commission’s Regulations 
under the Federal Power Act, showing claimed costs of project additions in the 
amount of $372,128.21, and project retirements of $269,867.58, for the period from 
December 30, 1921, through December 31, 1938, and thereafter from time to time 
filed similar statements showing claimed costs of project additions in the amount 
of $1,009,109.07, and project retirements of $608,787.53, for the period from 
January 1, 1939, through December 31, 1957; resulting in a claimed net increase 
or change in project cost for the entire period from December 30, 1921, through 
December 31, 1957, of $502,582.17, and a claimed total project cost of $1,601,966.17 
as of December 31, 1957, including as a part thereof a cost component of fair value 
of the original project as of December 29, 1921, in the amount of $1,099,384.00, 
as more fully explained hereinafter. Licensee also claimed a reserve for ac- 
erued depreciation applicable to the project as of December 29, 1921, in the 
amount of $55,840.00 resulting in a claimed net investment of Licensee in the 
project as of that date of $1,043,544.00. 

Article 15 of the license, as amended by Amendment No. 1 issued September 11, 
1924, provides: “. . . Licensee shall, upon oath, within a reasonable period of 
time, to be fixed by the Commission, after the completion of construction of any 
addition to or betterment of said project, file with the Commission, in such detail 
as the Commission may require, a statement in duplicate showing the actual, 
legitimate cost of construction of such addition or betterment and the price of 
water rights, rights of way, lands, or interest in lands acquired for the purpose 
of said project after the date of the original license.” 

Article 21 of the license, as amended by the above Amendment No. 1, provides: 
“The fair value as of the date of issuance of said license of all property subject 
to this license, as amended, which was already constructed and in existence as 
of the date of said license, December 29, 1921, shall be determined as early as 
practicable in the manner prescribed in Section 23 of the Act, and the Licensee 
hereby agrees to accept, for all purposes of this license, of any provision of the 
Act, and of the rules and regulations of the Commission pursuant thereto, the 
fair value so determined, whether reached by mutual agreement or by final 
adjudication of the courts as the net investment of the Licensee as of said date.” 

Pursuant to Article 21 of the license, the Commission on April 6, 1925, entered 
into a Valuation Agreement with Western States Gas and Electric Company, 
the original Licensee, fixing $1,898,365. as the cost component of fair value 
of the project as of the effective date of the license, December 29, 1921. Subse- 
quently, by license Amendment Nos. 2 and 3, issued December 31, 1928, and 













1The project is located on the South Fork of American River in El Dorado County, 
California, and may be described generally as Licensee’s American River Project. The 
license, issued pursuant to Sections 4 (d) and 23 of the Federal Water Power Act, author- 
izing the construction, maintenance, and operation of the project (certain of the project 
works having been constructed at the time of issuance of the license), originally issued to 
a predecessor of the present licensee, Pacific Gas and Electric Company, is by its terms ef- 
fective for a period of 50 years commencing December 29, 1921. 
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October 12, 1934, respectively, certain transmission and telephone facilities were 
eliminated from and restored to the project as of December 29, 1921, causing a 
net reduction of $798,981.00 in the previously agreed cost component, leaving a 
remainder of $1,099,384.00, representing the revised claimed cost component 
of fair value of the project as of December 29, 1921. 

The Valuation Agreement of April 6, 1925, also provides for the assignment 
to the project accounts of the definitely assignable or equitably allocable portion 
of the balance of the original Licensee’s “reserve accounts for depreciation” as of 
December 29, 1921. The present Licensee, Pacific Gas and Electric Company, 
submitted to the Commission, by letter dated April 15, 1929, a statement showing 
its allocation of $55,130.00 of the original Licensee’s total book depreciation 
reserve to Project No. 78 as of December 29, 1921. This allocation of the original 
Licensee’s reserve for depreciation was examined and recommended for accept- 
ance in a report submitted to the Commission in 1932 by a representative of the 
U. S. Forest Service, acting in behalf of the Federal Power Commission. Subse 
quently, Licensee increased this amount of $55,130.00 to $55,840.00 to reflect 
an additional amount of reserve for depreciation said to be applicable to the fa- 
cilities restored to the project under Amendment No. 3 of the license. 

The Commission’s staff made a field examination of Licensee’s books and 
records and other data for the purpose of ascertaining the correctness of 
Licensee’s claims herein, including Licensee’s revisions in the cost component of 
fair value fixed in the Valuation Agreement of April 6, 1925, which were occa- 
sioned by reason of Amendments Nos. 2 and 3 to the license and changes in the 
primary account classification thereof in accordance with the Commission’s order 
issued February 21, 1950 (9 FPC 545), relating to the reclassification and original 
cost studies of Pacific Gas and Electric Company’s electric plant. The staff 
recommends the allowance of Licensee’s claimed revised cost component of fair 
value of the project as of December 29, 1921, in the amount of $1,099,384.00. The 
staff also reviewed the allocation of the original Licensee’s book reserve for 
depreciation, as made by the present Licensee, and found the amount of $55,840.00 
to be a reasonable and equitable allocation of the portion such reserves applicable 
to the project properties as of December 29, 1921. 

With respect to Licensee’s claimed costs of project additions and retirements 
for the project during the period from December 30, 1921, through December 31, 
1957, which were also examined by the staff, the staff proposes certain adjust- 
ments and accounting dispositions therefor. These proposed adjustments would 
effect a reduction totalling $79,294.64 in the claimed net increase or change in 
project cost for the period from December 30, 1921, through December 31, 1957. 
In summary they are as follows: 





I $ (27, 982. 99) 
PU, UN is ees tocachincrenab mcd edsentecemmeninniie (11, 804. 56) 
Operating expenses improperly claimed as project cost.____- (11, 703. 97) 
Eliminate profit in affiliated service company charges________- ( 7,520. 93) 
Indirect and overhead costs related to removal costs, 
a ( 2,419. 50) 
Excess prorated general overheads_________________________ (12, 790. 90) 
Excess interest during construction___.____-__-______..-_____ ( 5, 071. 79) 
Reclassifications within actual legitimate original cost 
Oe DIO ai corinne Sie ce asst | er Sees 
PN csc Stic tits csc else ikea tn asic (79, 294. 64) 


The accounting disposition of the proposed adjustments, including also the 
reclassification of an amount of $1,880 from balance sheet account 265, Contribu- 
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tions in Aid of Construction, to project plant in service account, is shown by the 
following composite journal entry : 








Account Debit Credit 
a 
100.1 Electric plant in service-nonproject-_-_-._................-.-----.---.--.. | $27, 428. 95 
100.3 Construction work in progress-nomproject_........._.........-.-.-- on 554. 
250 Reserve for depreciation of electric plant-project aaa a 31, 992. 


250 Reserve for depreciation of electric _—— RR ncncvendranewnnwntl 
255 Insurance reserve. ious cabicealabeee teint | aiaeeiaeh aie elged --| 1, 174. 





256 Injuries and dam age S reserve. ak ae A a | 90. 
265.2 Contributions in aid of construction-Federal- -proje ct No. 78_- shinai 1, 880. 
271 +#|Earned surplus-_. Ieocnieaty tadtndinciiabiiainacaaaa | 5, 264. 


100.1 Electric plant in service- proje UN MR cae shinitcecenageaiaiias ~” $81, 174. 64 


Since there are no differences between Licensee’s claimed and recorded cost of 
the project as of December 31, 1957, the above accounting entry will bring 
Licensee’s books of account into agreement with the recommended project cost 
as of December 31, 1957, as set forth above. 

After giving effect to the proposed adjustments and accounting dispositior 
thereof, the Commission’s staff recommends and the Licensee, by letter dated 
June 18, 1958, concurs, that the Commission determine: (1) the fair value and 
net investment in the project to be $1,043,544.00 as of December 29, 1921, com- 
prised of the original cost component of $1,099,384.00 less related accrued 
depreciation of $55,840.00; (2) the net increase in es cost for the period 
from December 30, 1921, through December 31, 1957, to be $423,287.53, comprised 
of additions of $1,277,380.32 less retirements of $854,017.79 contributions in 
aid of construction of $75.00; and (3) the resulting actual legitimate original cost 
of the project to be $1,522,671.53 as of December 31, 1957, classified by project 
accounts as shown in Column 9 of the attached schedule. 

The Public Utilities Commission of California was advised by letter of this 
Commission dated October 9, 1958, of the staff recommendations, including the 
proposed adjustments, accounting dispositions, allocation of book depreciation 
reserves and accounting therefor. 3y letter dated October 29, 1958, that 
Commission indicated its agreement with those recommendations. 


The Commission finds: 


(1) Licensee, by its letter dated June 18, 1958, and the revised statements which 
it filed, and the Public Utilities Commission of California, by its letter dated 
October 29, 1958, have obviated the necessity for the notice and opportunity to 
protest provided for by Sections 4.4, 4.5, 4.12 and 4.13 of the Commission’s 
Regulations under the Federal Power Act. 

(2) The foregoing adjustments, accounting dispositions, allocation of book 
depreciation reserves to project properties and the accounting therefor, are 
reasonable and appropriate for the purposes of the Federal Power Act, and, 
therefore, should be approved and directed as hereinafter provided. 

(3) As of December 29, 1921, the effective date of the license, the fair value 
of the project and Licensee’s net investment in the project as of that date, within 
the meaning of Section 23 of the Act, is $1,043,544.00; that amount being com- 
prised of the original cost of the project of $1,099,384.00, less the accrued 
depreciation applicable to project properties as of that date, of $55,840.00. 

(4) The net increase or change in the actual legitimate original cost of the 
project for the period from December 30, 1921, through December 31, 1957, is 
$423,287.53, comprised of project additions of $1,277,380.32 less retirements of 
$854,017.79 and contributions in aid of construction of $75.00. The resulting ac- 
tual legitimate original cost of the project as of December 31, 1957, is $1,522,671.53, 
classified by project accounts as shown in Column 9 of the attached schedule. 
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The Commission orders: 


(A) The provisions of Sections 4.4, 4.5, 4.12 and 4.13 of the Commission’s 
Regulations under the Federal Power Act are hereby waived for the purposes 
of this order. 

(B) The adjustments, accounting dispositions, allocation of book depreciation 
reserve to project properties and the accounting therefor, as proposed by the staff 
and agreed to by the Licensee are hereby approved and directed to be made 
by Licensee. 

(C) Licensee, to the extent that it has not already done so, shall (1) establish 
and maintain control and detail plant accounts for Project No. 78 showing (a) 
a debit balance of $1,099,384.00, as the original cost of the project as of December 
29, 1921; (b) the debit umount of $423,287.53 as the net increase or change in the 
actual legitimate original cost of the project during the period from December 30, 
1921, through December 31, 1957; (c) the debit balance of $1,522,671.53 as the 
actual legitimate original cost of the project as of December 31, 1957; all as more 
specifically shown in the attached schedule classified by project plant accounts 
of the Commission’s Uniform System of Accounts Prescribed for Public Utilities 
and Licensees; and (2) establish a reserve for accrued depreciation applicable 
to project properties, Project No. 78, showing a total credit balance of $55,840.00 
as of December 29, 1921, classified by functions as shown on the attached schedule. 

(D) Licensee shall, within 60 days from the issuance of this order file, in 
triplicate, certified copies of its adjusting journal entries showing compliance 
with this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Con- 
nole and Arthur Kline. 


PORTLAND GENERAL ELECTRIC COMPANY, PROJECT NO. 2030 


ORDER PRESCRIBING DETERMINATION OF PROGRAM TO TEST AND EVALUATE FISH 
PASSAGE FACILITIES 


(Issued March 24, 1959) 


Portland General Electric Company, licensee for major Project No. 2030, 
located on the Deschutes River in Jefferson County, Oregon, has constructed 
fishery facilities as part of the project pursuant to Articles 27 and 32 of its 
license for the project. 

The plans for the facilities were the result of the licensee’s consultation and 
cooperation with the United States Fish and Wildlife Service and the Fish and 
Game Commissions of the State of Oregon in compliance with Article 33 of the 
license. 

Conferences have been held between the licensee and the State and Federal 
fishery agencies concerning a proposal for testing the efficiency of the fish pas- 
sage facilities. 

The Secretary of the Interior by letter dated February 19, 1959, recommended 
the inclusion in the license for the project of a special condition for the deter- 
mination of a program to test and evaluate the fish passage facilities at the 
project which had been informally agreed to by representatives of the licensee 
and of the fishery agencies. 

On February 27, 1959, the licensee informed the Commission that it was in 
accord with the February 19, 1959 letter of the Secretary of the Interior. 


The Commission finds: 


The inclusion in the license for Project No. 2030 of a condition as hereinafter 
provided for the determination of a program to test and evaluate the fish pas- 





7 Eh 


in 


ne & © 


= 


_, =e ms 












































FEDERAL POWER COMMISSION 383 


sage facilities at the project constructed pursuant to Articles 27, 32, and 33 
of the license is consistent with the public interest. 


The Commission orders: 


(A) The following condition, designated Article 36, is included in the license 
for Project No. 2030: 

Article 36. The Licensee, the Fish and Wildlife Service of the Department 
of the Interior, and the Fish and Game Commissions of the State of Oregon 
shall consult and cooperate in determining upon a mutually satisfactory pro- 
gram to last not more than three years for the purpose of testing and evaluating 
the fish passage facilities at the Pelton project, the cost of which program shall 
be borne by the Licensee. Should the Licensee and the fishery agencies be 
unable to agree upon the terms of the program, the Commission reserves the 
right to determine the same after notice and opportunity for hearing. 

(B) This order shall become final 30 days from the date of its issuance un- 
less application for rehearing shall be filed as provided in Section 313 (a) of 
the Federal Power Act and failure to file such an application shall constitute 
acceptance of this order. In acknowledgment of the acceptance of this order, 
it shall be signed for the Licensee and returned to the Commission within 60 
days from the date of its issuance. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, DOCKET NO. 
G-10000 


ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 25, 1959) 


On February 16, 1959, Transcontinental Gas Pipe Line Corporation (Transco) 
filed in Docket No. G-10000 a petition to amend the order accompanying Opinion 
No. 302, issued March 1, 1957, 17 FPC 360, so as to eliminate from the certificate 
authorization therein the construction and operation of Compressor Station No. 
48 and the Merck Meter Station. 

It appears that said Compressor Station No. 48 was intended to facilitate 
Transco’s delivery of authorized and proposed allocations of natural gas in the 
Philadelphia area but that subsequent to the issuance of Opinion No. 302 and its 
accompanying order a major customer in that area shifted its receipts of gas 
among points of delivery from Transco in such a manner that it became unneces- 
sary to construct Compressor Station No. 48. 

It also appears that the Merck Meter Station was intended to provide an 
existing customer, Elizabethtown Consolidated Gas Company, with an additional 
delivery point in order that that customer might serve an anticipated local 
industrial customer. This latter retail sale did not materialize and the meter 
station was not constructed. 


The Commission finds: 


It is necessary and appropriate in the public interest in carrying out the provi- 
sions of the Natural Gas Act to amend, as herinafter ordered, the authorization 
granted to Transcontinental Gas Pipe Line Corporation in the order accompany- 
ing Opinion No. 302 in Docket No. G-10000, issued on March 1, 1957, by elimi- 
nating therefrom authorization to construct and operate Compressor Station No. 
48 and the Merck Meter Station. 
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The Commission orders: 


(A) The order of the Commission accompanying Opinion No. 302 in Docket 
No. G—10000, issued on March 1, 1957, be and the same is hereby amended by 
eliminating from the authorization therein granted to Transcontinental Gas Pipe 
Line Corporation authorization to construct and operate Compressor Station 
No. 48 and the Merck Meter Station, all as more fully described in Transco’s 
petition to amend filed on February 16, 1959. 

(B) In all other respects, the conditions and authorizations set forth in said 
order accompanying Opinion No. 302 in Docket No. G-10000, issued on March 1, 
1957, as amended, and the exercise of the rights granted therein, shall remain in 
full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, DOCKET NO. 
G-10000 


ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued March 25, 1959) 


On December 19, 1958, Carolina Pipeline Company (Carolina Pipeline), an 
intervener in the above-entitled proceeding, filed a petition, as supplemented on 
December 30, 1958, requesting modification of the Commission’s Opinion No. 302 
and accompanying order, issued March 1, 1957, 17 FPC 360, so as to terminate 
the allocation from the system of Transcontinental Gas Pipe Line Corporation 
(Transco) of 2,519 Mcf of natural gas per day to the Abbeville Natural Gas 
Company and to allocate 1,607 Mcf per day of such volume to Carolina Pipeline. 

It appears that Abbeville Natural Gas Company’s allocation of gas was intended 
for resale in the communities of Abbeville, Due West, Iva and Starr, South 
Carolina, but that no facilities have been built to render such service and the 
Public Service Commission of South Carolina, by order issued October 1, 1958, 
found that Abbeville Natural had no intention of serving the territory granted 
to it. On the same date the South Carolina Commission issued an order, as 
amended on November 5, 1958, authorizing Carolina Pipeline to construct and 
operate facilities to serve the communities of Abbeville, Due West and Calhoun 
Falls, South Carolina, which communities have issued franchises to Carolina 
Pipeline. 

Notice of the above petition of December 19, 1958, was duly published in the 
Federal Register on February 5, 1959 (24 FR 859). 

On January 13, 1959, prior to the publication of the aforesaid notice, Transco 
filed its response to Carolina Pipeline’s petition of December 19, 1958, and stated 
that it had no objection to the requested allocation modification. 

On February 18, 1959, Piedmont Natural Gas Company, Inc. (Piedmont) filed 
its own petition to modify the Commission’s Opinion No. 302 and accompanying 
order issued March 1, 1957, and in the same instrument protested a part of 
Carolina Pipeline’s petition of December 19, 1958. Piedmont requested the 
allocation to it of 912 Mcf of natural gas per day, being the difference between 
the 2,519 Mcf per day originally allocated to Abbeville Natural, and the 1,607 
Mcf per day now sought by Carolina Pipeline to serve the communities of Abbe- 
ville, Due West and Calhoun Falls, South Carolina. Supporting this request, 
Piedmont shows that it initiated service to the other two intended customers of 
Abbeville Natural, Iva and Starr, South Carolina, late in 1958 pursuant to 
franchises issued to it by the two communities and pursuant to certificate 
authority from the Public Service Commission of South Carolina. 
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Piedmont’s protest to Carolina Pipeline’s petition was directed to the latter's 
request that the aforementioned 912 Mcf per day difference between Abbeville 
Natural’s original allocation and the allocation of 1,607 Mcf per day sought by 
Carolina Natural be terminated. Also, Piedmont protested the proposed con- 
struction of metering facilities to be built by Transco to deliver gas to the 
community of Due West which would duplicate the existing metering facilities 
on Transco’s main pipeline for service to the City of Greenwood, South Carolina. 
By agreement dated December 20, 1958, the Commissioners of Public Works of 
the City of Greenwood, South Carolina, undertook to transport gas for Carolina 
Pipeline for the community of Due West. 

On February 24, 1959, Carolina Pipeline filed an amendment to its petition of 
December 19, 1958, agreeing with the request of Piedmont for allocation to the 
latter of the 912 Mcf per day of gas not sought by Carolina Pipeline from the total 
of 2,519 Mcf per day originally allocated to Abbeville Natural, and also agreeing 
to have gas for the community of Due West measured at the proposed connection 
between City of Greenwood’s pipeline and Carolina Pipeline’s lateral to Due West. 

Also on February 24, 1959, Piedmont filed a supplement to its petition filed on 
February 18, 1959, withdrawing so much thereof as protested Carolina Pipeline’s 
petition of December 19, 1958. 

On March 9, 1959, Transco filed its response to the motion of Piedmont filed on 
February 18, 1959, stating that it (Transco) does not object to the modification of 
the Commission’s order of March 1, 1957, accompanying Opinion No. 302, so as 
to transfer the total allocation of 2,519 Mcf per day from Abbeville Natural 
Gas Company to Piedmont and Carolina Pipeline as set forth in their respective 
petitions, and further stating that it (Transco) is willing to execute appropriate 
service agreements which would reflect the enlargement of Piedmont’s present 
allocation by 912 Mcf per day and the enlargement of Carolina Pipeline’s present 
allocation by 1,607 Mcf per day. 

Carolina Pipeline Company, by order of this Commission issued on July 17, 
1958, in Docket No. G-15245, was exempted from the provisions of the Natural 
Gas Act, pursuant to Section 1(c) thereof. 

Piedmont Natural Gas Company, Inc., by order of this Commission issued on 
April 21, 1955, in Docket No. G-8110, was exempted from the provisions of the 
Natural Gas Act, pursuant to Section 1 (c) thereof. 


The Commission finds: 


It is appropriate in carrying out the provisions of the Natural Gas Act that 
the certificate of public convenience and necessity issued to Transcontinental 
Gas Pipe Line Corporation by the opinion and order of the Commission issued 
on March 1, 1957, be amended as hereinafter ordered. 


The Commission orders: 


(A) The opinion and order of the Commission issued in Docket No. G—10000 
on March 1, 1957, as amended, granting a certificate of public convenience and 
necessity to Transcontinental Gas Pipe Line Corporation, be and the same is 
hereby further amended as follows: 

(a) The allocation of 2,519 Mcf of natural gas per day to the Abbeville 
Natural Gas Company is hereby terminated ; 

(b) The allocation of natural gas to Carolina Pipeline Company is hereby 
increased by 1,607 Mcf per day to enable the rendition of service to the com- 
munities of Abbeville, Due West and Calhoun Falls, South Carolina ; 

(c) The allocation of natural gas to Piedmont Natural Gas Company, Inc., is 
hereby increased by 912 Mcf per day to enable the rendition of service to the - 
communities of Iva and Starr, South Carolina. 
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(B) In all other respects, the conditions and authorizations set forth in 
the Commission’s opinion and order issued in Docket No. G—10000 on March 1, 
1957, as amended, and the exercise of the rights granted therein, shall remain 
in full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 


THE CALIFORNIA OREGON POWER COMPANY, PROJECT NO. 1927 


ORDER APPROVING REVISED EXHIBITS AND ADJUSTING ANNUAL CHARGES 
(Issued March 25, 1959) 


On November 25, 1958, The California Oregon Power Company, licensee for 
Project No. 1927, located on the North Umpqua River and tributaries in Oregon 
and located entirely on lands of the United States within the Umpqua National 
Forest, filed for Commission approval the following described revised project 
exhibits showing a change in the project boundary and the as built plans of a 
small diversion structure of the Lemolo Nos. 1 and 2 developments: 


Lemolo No. 1 Development 
Echibit K-30: (FPC No. 1927—218) superseding Exhibit K-25 (FPC No. 
1927—189) ; 
Lemolo No. 2 Development 
Eavhibit K-26: (FPC No. 1927—217) superseding Exhibit K-26 (FPC No. 
1927—202) ; 
Ecvhibit L-25: (FPC No. 1927—219) Deer Creek and Karen Creek Diversions, 
Plans, Sections and Elevations, superseding Exhibit L-25 (FPC No. 1927—213). 
Bxhibit K-30 reduces the project area at Lemolo No. 1 from 1025.47 acres of 
U.S. land to 907.73 acres, a reduction of 117.74 acres. The reduction, made 
at the request of the Forest Service to exclude a camp site area and a rock 
quarry from the project area, should be reflected in Article 27 of the license by 
reducing the annual charge specified therein for the use of the lands from 
$1513.58 to $1278.10, effective January 1, 1959. 
Exhibit K-26 shows the Deer Creek and Karen Creek Diversions as actually 
constructed as part of Lemolo No. 2. Exhibit L—25 shows the plans, sections 
and elevations of the Deer Creek and Karen Creek diversions. 


The Commission finds: 


(1) The above described revised exhibits, filed November 25, 1958, conform 
to the Commission’s rules and regulations and should be approved and made 
part of the license, and the exhibits described above as being superseded should 
be excluded from the license. 

(2) Chief, Forest Service, has reported that the change in the project bound- 
ary will not interfere or be inconsistent with the purposes for which the Umpqua 
National Forest was created or acquired. 

(3) Article 27 of the license should be revised to reflect the reduction of 
annual charges for the use of lands of the United States by Lemolo No. 1. 
The Commission orders: 


(A) Exhibits K-30 (FPC No. 1927—218), K-26 (FPC No. 1927—217), and 
L-25 (FPC No. 1927—219) are approved as part of the license, and superseded 
Exhibits K-25 (FPC No. 1927—189), K-26 (FPC No. 1927—202), and L-25 
(FPC No. 1927—213) are excluded from the license. 
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(B) Article 27 of the license for Project No. 1927 is amended by changing 
the annual charge for the use of the lands of the United States by Lemolo No, 1 
from $1,513.58 to $1,278.10, effective January 1, 1959. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this amendment of the license. In acknowledgment of the accept- 
ance of this amendment of the license, this instrument shall be signed for 
the licensee and returned to the Commission within 60 days from the date of 
issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


SUBMISSION OF REPORTS BY ELECTRIC UTILITIES AND 
LICENSEES (CLASSES C AND D) 


OrpER No. 212 


ADOPTING ANNUAL REPORT FORM REQUIRED OF ELECTRIC UTILITIES AND 
LICENSEES (CLASSES C AND D) 


(Issued March 26, 1959) 


The Commission has under consideration in this proceeding the prescription 
of the form for the filing of annual financial and statistical reports by privately 
owned public utilities and licensees as defined in the Federal Power Act which 
are included in Classes C and D as defined in the Commission’s Uniform System 
of Accounts Prescribed for Public Utilities and Licensees.’ 

The Commission by its Order No. 209 issued December 11, 1958, Docket No. 
R-171 (23 F.R. 9710, Dec. 17, 1958), revoked its regulations [Sections 141.2, 
141.3 and 141.4 of Part 141 of the Regulations under the Federal Power Act 
(18 CFR, Chapter I, Part 141, Sections 141.2, 141.3 and 141.4)], prescribing 
the filing of annual reports, FPC Forms 1—A, 1-B and 1-C, thereby relieving 
Classes C and D electric utilities, publicly and privately owned, of the necessity 
of filing annual financial and statistical reports which otherwise would be filed 
for 1958 and subsequent years. 

The Commission’s letter dated December 11, 1958, transmitting Order No. 209 
to the parties affected thereby, included a statement that a few privately owned 
Classes C and D electric utilities which are “Licensees” or “Public Utilities” 
as defined by the Federal Power Act are to continue to file annual reports with 
the Commission in order to enable it to exercise the regulatory jurisdiction 
imposed by the Act and that a modified report form for this purpose would be 
prepared and directed to those jurisdictional companies to which it is applicable. 

The proposed modified annual report form, designated as FPC Form No. 1-F, 
is Cesigned to supply the Commission with basic information concerning these 
small privately owned Classes C and D electric utilities and licensees. 

Since the annual report form prescribed herein is a revision and consolidation 
of the FPC Forms Nos. 1—A and 1-B which were revoked by the Commission’s 
Order No. 209, supra, and this revision effects decreases in the reporting require- 
ments contained in the revoked orders— 


1Class C electric utilities are those classified by the Commission as having annual elec- 
trie operating revenues of more than $100,000, but not more than $250,000. Class D 
electric utilities are those classified by the Commission as having annual electric operat- 
ing revenues of more than $25,000, but not more than $100,000 
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The Commission finds: 


(1) The notice and public procedure provided for in Section 4 (a) of the 
Administrative Procedure Act are unnecessary for the reasons set out above. 

(2) The prescribed annual report form as hereinafter adopted is necessary 
and appropriate to carry out the provisions of the Federal Power Act. 


The Commission, acting pursuant to the authority granted by the Federal Power 
Act, particularly Sections 304 (a) and 309 of that Act (49 Stat. 858; 16 U.S.C. 
825c, 825h) orders: 

(A) Part 141 of the Commission’s Regulations entitled “Statements and 
Reports (Schedules)” of Subchapter D, Approved Forms, Federal Power Act 
(18 CFR, Part 141) is amended by adding a new section 141.2 (in lieu of the 
similarly designated section revoked by Order No. 209, supra) to read as follows: 

§ 141.2—Form No. 1-F, Annual Report for public utilities and licensees, Classes 
C and D (privately owned). 

(a) FPC Form No. 1—F being an annual financial and statistical report form 
for privately owned public utilities and licensees as defined in the Federal Power 
Act which are included in Classes C and D as defined in the Commission’s Uni- 
form System of Accounts Prescribed for Public Utilities and Licensees, including 
the instructions and schedules therein contained, be and the same hereby is 
approved and prescribed for the calendar year 1958 and thereafter. 

(b) Each privately owned electric utility and licensee as defined in the 
Federal Power Act which is included in Classes C and D as defined in the Com- 
mission’s Uniform System of Accounts Prescribed for Electric Utilities and 
Licensees subject to the provisions of the Federal Power Act, shall file with the 
Commission annually for each year beginning January 1, 1958, or next there- 
after (if the established fiscal year is other than a calendar year) an original 
and one conformed copy of such Annual Report on the aforesaid FPC Form No. 
1—F, properly filled out and verified, on or before the last day of the third month 
following the close of the calendar year or other establisued fiscal year. One 
copy of the report should be retained by the correspondent in its files. 

(B) The prescribed form herein adopted shall become effective upon the 
issuance of this order. 

(C) The Secretary of the Commission shall cause prompt publication of this 
order to be made in the Federal Register. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 


PORTLAND GENERAL ELECTRIC COMPANY, PROJECT NO. 135 


ORDER DETERMINING NET CHANGE IN ACTUAL LEGITIMATF. ORIGINAL PROJECT 
COST AND PRESCRIBING ACCOUNTING THEREFOR 


(Issued March 26, 1959) 


Portland General Electric Company, Licensee for Project No. 135,’ from time 
to time filed statements pursuant to Section 4.1 of the Commission’s Regulations 
under the Federal Power Act claiming (1) for the period from January 1, 1950, 
through December 31, 1956, a net project cost increase of $6,116,538.40 over the 
previously determined amount of the actual legitimate original cost of the project 


1The project is located in Clackamas County, Oregon, partly within the Mt. Hood Na- 
tional Forest, on the Oak Grove Fork of Clackamas River, and may be described as the 
Oak Grove development. The license (issued pursuant to Section 4 (d) of the Federal 
Water Power Act), authorizing the construction, maintenance and operation of the project, 
originally issued to a predecessor of the present Licensee, Portland General Electric Com- 
pany, is by its terms effective for a period of 50 years commencing September 27, 1922. 
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(Oak Grove), as of December 31, 1949, $9,345,768.40, as determined by Com- 
mission order issued January 27, 1956 (15 FPC 1045), and (2) a total claimed 
actual legitimate original cost of the project as of December 31, 1956, of 
$15,462,306.80.2 

The claimed net change of $6,116,538.40 in the actual legitimate original cost 
of the project for the period from January 1, 1950, to December 31, 1956, results 
from claimed gross additions of $6,303,113.17, gross retirements of $199,183.84, 
and debit adjustments of $118,146.51 to the project plant accounts, and the ad- 
dition of the credit amount of $105,537.44 to Account 265.2, Contributions in Aid 
of Construction—Federal.* 

The Commission’s staff made a field examination of the books and records of 
Licensee and other data for the purpose of ascertaining the correctness of the 
claimed and recorded project cost changes and resulting project cost as of 
December 31, 1956. Following that study, an agreement, subject to Commission 
approval, was reached between the staff and representatives of the Licensee with 
respect to certain proposed adjustments involving (1) the elimination of the 
net amount of $257,581.95 from the claimed and recorded project costs for the 
period from January 1, 1950, through December 31, 1956, and (2) the accounting 
disposition of all amounts involved in the proposed adjustments. Based upon 
the proposed adjustments the resulting revised net increase in the project cost 
would be $5,858,956.45 for the period from January 1, 1950, through December 31, 
1956, and ‘the vendithie revised actual legitimate original cost of the project as 
of December 31, 1956, would be $15,204,724.85. 

The proposed adjustments resulting in the elimination of the net amount of 






















$257,581.95 from the claimed project cost are composed of the following items: 
Amounts withheld fromm final payment of contract work___. $(146, 459. 26) 
Unrecorded retirements of project road___..._.._.___________ ( 50, 000. 00) 
Interest on amounts withheld from progress payments for 
COTO WO alae a ces detail ibd beaciagiewche ( 26, 931. 99) 
Reduction of annual rate used in computing interest during 


COC Ca aii wis nsvn dec oceans ( 34, 190. 70) 













CI inati tick ctiaiaeacpeeccicaamien ie eee seal eae (257, 581. 95) 


The accounting disposition for the above adjustments of the claimed cost, 
together with an additional adjustment to Licensee’s book cost for a properly 
claimed amount of $496.33 not recorded in the project plant accounts as of 
December 31, 1956, all as tentatively agreed to between the Licensee and the 
staff, are shown by the following composite journal entry: 





















Debit | Credit 
J - 
Account 146_.... ....| Other deferred debits__. ll (Gl ) 
Account 250_.... | Reserve for depreciation of electric plant-project | 50, 000. 00 
No. 135. 
Account 271__...._...-. | Earned surplus----- ont 61, 122. 69 | _- on 
Account 100.1___._____| Electric plant in service-project No. 135___----_- =n -- > + $257, 085. 62 
Account 131.1.__...._. Materials and supplies-electric.__...._.....__- al 496. 33 
| 





? Article 16 of the license provides for the filing of statements for the purpose of Com- 
mission determination of the actual legitimate original cost of the project 
curred prior to date of issuance of license or on or after such date. 

*As of December 31, 1956, Licensee’s books of account reflect, in Account 265.2, Con- 
tributions in Aid of Construction—Federal, a credit balance of $105,537.44, representing 
contributions to Licensee in connection with the project. This accounting procedure is 
in accordance with Section 3 (13) of the Federal Power Act which provides “. . . The 


term ‘cost’ shall . . . not include expenditures from funds obtained through donations by 
States, municipalities, individuals or others. . . .” 
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After giving effect to the above adjustments, the Commission’s staff recom- 
mends and Licensee concurs‘ that the Commission determine: (1) the net 
increase or change in the actual legitimate original cost of Oak Grove develop- 
ment during the period from January 1, 1950, through December 31, 1956, to be 
$5,858,956.45; and (2) the resulting actual legitimate original cost of the Oak 
Grove development as of December 31, 1956, to be $15,204,724.85, classified by 
project accounts of the Commission’s Uniform System of Accounts Prescribed 
for Public Utilities and Licensees as shown in the attached schedule. 

The Public Utilities Commissioner of Oregon was advised by letter of this 
Commission dated October 31, 1958, of the proposed adjustments, accounting 
dispositions and resulting project costs all as recommended by this Commission’s 
staff and tentatively agreed to by Licensee as set forth above. The Public Utili- 
ties Commissioner of Oregon by letter dated November 14, 1958, indicated no 
objection to the foregoing. 


The Commission finds: 


(1) Licensee by its tentative agreement to the proposed adjustments, account- 
ing dispositions and the resulting project costs and its submission of revised 
schedules confirming its agreement, and the Public Utilities Commissioner of 
Oregon by letter dated November 14, 1958, have obviated the necessity for notice 
and opportunity to protest provided by Sections 4.4 and 4.5 of the Commission's 
Regulations under the Federal Power Act. 

(2) The foregoing adjustments and accounting dispositions are reasonable 
and appropriate for the purposes of the Federal Power Act, and, therefore, 
should be approved and directed as hereinafter provided. 

(3) The net increase or change in the actual legitimate original cost of the 
Oak Grove development from January 1, 1950, through December 31, 1956, is 
$5,858,956.45 ; and the resulting actual legitimate original cost of the Oak Grove 
development as of December 31, 1956, is $15,204,724.85, classified by project ac- 
counts as shown by the attached schedule. 


The Commission orders: 


(A) The provisions of Sections 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act are hereby waived for the purposes of this order. 

(B) The adjustments and accounting dispositions as proposed by this Com- 
mission’s staff and agreed to by the Licensee, are hereby approved and directed 
to be made by the Licensee. 

(C) Licensee to the extent that it has not already done so, shall establish and 
maintain control and detailed project accounts for Project No. 135 showing the 
debit amount of $5,858,956.45 as the net increase or change in project accounts for 
the period from January 1, 1950, through December 31, 1956, and the net debit 
balance of $15,204,724.85 as of December 31, 1956, classified by project accounts 
of the Commission’s Uniform System of Accounts Prescribed for Public Utilities 
and Licensees as shown by the attached schedule. 

(D) Licensee shall within 60 days from the issuance of this order file certi- 
fied copies of its adjusting journal entries showing compliance with this order. 


*Licensee on February 14, 1958, confirmed its agreement to the proposed adjustments, 
accounting dispositions and resulting project costs for its Oak Grove development through 
the submission of revised schedules reflecting the foregoing. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TRUNKLINE GAS COMPANY, G-15394; PAN AMERICAN PETROLEUM 
CORPORATION, G-—15438; PHILLIPS PETROLEUM COMPANY, G—15471; 
PHILLIPS PETROLEUM COMPANY, G-15472; UNION OIL COMPANY OF 
CALIFORNIA, G-15485; UNION OIL COMPANY OF CALIFORNIA, 
G-15486; UNION OIL COMPANY OF CALIFORNIA, G—15487; MICHIGAN 
GAS STORAGE COMPANY, G-15827; THE SUPERIOR OIL COMPANY, 
G-16147; NICKLOS OIL & GAS COMPANY, G-—16222; TIDEWATER OIL 
COMPANY, G-—16267; PAN AMERICAN PETROLEUM CORPORATION, 
G-16501; PAN AMERICAN PETROLEUM CORPORATION, G-—16502; J. 8. 
MICHAEL COMPANY, G-16551; J. 8S. MICHAEL, G—16570 


ORDER AMENDING ORDER, SHORTENING TIME FOR FILING EXCEPTIONS, AND PROVIDING 
FOR ORAL ARGUMENT 


(Issued March 26, 1959) 


On February 19, 1959, we issued an order in the above-entitled proceedings 
in which, among other things, we fixed the time for filing exceptions to the 
initial decision of the presiding examiner in these proceedings at ten (10) days 
from the date of issuance of such decision. 

Upon further consideration, we conclude that it is necessary and appropriate 
to carry out the provisions of the Natural Gas Act that the time for filing 
exceptions to the presiding examiner’s initial decision herein be shortened as 
hereinafter ordered. 

In addition, we shall hear oral argument on the matters and issues pre- 
sented by the presiding examiner’s initial decision in these proceedings and 
exceptions thereto as hereinafter ordered. 


The Commission orders: 


(A) In accordance with Section 1.31(a) of the Commission’s Rules of Prac- 
tice and Procedure, the time for filing exceptions to the initial decision of the 
presiding examiner in the above-entitled proceedings is shortened to seven (7) 
days from the date of the issuance of the said decision. The Commission’s 
order issued February 19, 1959, in these proceedings, is amended as herein 
set forth. 

(B) Oral argument shall be had in a Hearing Room of the Federal Power 
Commission, 441 G Street, N. W., Washington, D. C., on the matters and issues 
presented by the presiding examiner’s initial decision in these proceedings and 
exceptions thereto, commencing at 10:00 a. m. (EST), eight (8) days from the 
date of issuance of the said initial decision of the presiding examiner. If such 
eighth day falls on a Saturday, we shall hear oral argument on that Saturday. 
If such eighth day falls on a Sunday, we shall hear oral argument on the fol- 
lowing Monday. And if such eighth day falls on a day on which oral argument 
in some other proceeding is scheduled, oral argument in these proceedings shall 
be heard on the day following, unless the day following is a Sunday, in which 
event oral argument in these proceedings shall be heard on the following 
Monday. 

(C) The parties which intend to participate in the oral argument shall notify 
the Secretary of the Commission of such intention and the time required for 
presentation of their argument, no later than the day following issuance of the 
presiding examiner’s initial decision herein. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TRUNKLINE GAS COMPANY, G-15394 ; PAN AMERICAN PETROLEUM COR- 
PORATION, G-15438; PHILLIPS PETROLEUM COMPANY, G-15471; 
PHILLIPS PETROLBUM COMPANY, G-15472; UNION OIL COMPANY 
OF CALIFORNIA, G-15485; UNION OIL COMPANY OF CALIFORNIA, 
G-15486; UNION OIL COMPANY OF CALIFORNIA, G-15487; MICHIGAN 
GAS STORAGE COMPANY, G-15827; THE SUPERIOR OIL COMPANY, 
G-16147 ; NICKLOS OIL & GAS COMPANY, G-16222 ; TIDEWATER OIL COM- 
PANY, G-16267; PAN AMERICAN PETROLEUM CORPORATION, G-16501; 
PAN AMERICAN PETROLEUM CORPORATION, G—16502; J. S. MICHAEL 
COMPANY, G-16551; J. S. MICHAEL, G—16570. 


ORDER DENYING APPLICATION FOR RECONSIDERATION OR ACCEPTANCE OF OFFER OF 
PROOF, AND DENYING INTERVENTION 


(Issued March 26, 1959) 


On March 2, 1959, Public Service Commission of the State of New York 
(PSC) filed an application for reconsideration of this Commission’s order of 
January 30, 1959, permitting limited participation and denying intervention 
pending further order; or, in the alternative, for acceptance of the offer of proof 
contained in said application, and acknowledgment of PSC’s status as a party- 
intervener in these proceedings. 

PSC first filed notice of intervention in these proceedings on November 3, 1958. 
On November 14, 1958, 20 FPC 720, this Commission issued its order denying 
intervention. Thereafter, on December 8, 1958, PSC filed an application for re- 
consideration of the order denying intervention. We granted reconsideration by 
order of January 5, 1959, 21 FPC 133. 

Upon reconsideration we found that intervention had properly been denied, 
since it did not appear from either the allegations in PSC’s notice of intervention 
or from our own examination of the certificate applications filed in these pro- 
ceedings that PSC had any direct or immediate interest which would qualify it 
as an interested State commission entitled to intervene as a matter of right under 
Section 1.37(f) of the Commission’s Rules. We found that denial of intervention 
in such a case was not only required by our Rules, but was also required in the 
public interest to avoid unnecessary expense and delay in the conduct of proceed- 
ings before the Commission. 

In its December 8, 1958, application for reconsideration, PSC not only challenged 
this Commission’s authority to deny its intervention, but also sought to establish 
its status as an interested State commission, and set forth at length its allega- 
tions of interest. We were unable to find that these allegations of interest were 
sufficient in themselves to entitle PSC to intervene; but we did find that PSC 
should be permitted to participate in these proceedings for the limited purpose 
of making a showing, in support of its allegations, to establish that it had a 
sufficient interest and that its intervention would be in the public interest. We 
thereupon issued our order of January 30, 1959, permitting such limited partici- 
pation and denying intervention until further order of the Commission pursuant 
to motion based upon the showing made by PSC through its limited participation. 

Thereafter, on February 2, 1959, the hearing in these proceedings reconvened, 
and continued through February 9, 1959. PSC made no appearance at the hearing, 
and the record was closed without PSC exercising its right to participate as pro- 
vided by our order of January 30, 1959. On March 2, 1959, PSC filed the instant 
application for reconsideration, seeking either rescission of the order of Jan- 
uary 30, 1950, together with the earlier order denying intervention, or amendment 














FEDERAL POWER COMMISSION 395 


of the January 30, 1959, order to grant intervention. In the alternative, PSC 
would have us accept the offer of proof contained in its application as complying 
with our order for limited participation ; and on the basis of this offer of proof it 
would have us acknowledge its status as a party-intervener in these proceedings 
and extend to it the opportunity to prepare and submit a brief to the presiding 
examiner, to request reopening of the proceedings should this prove necessary 
after examination of the transcript and exhibits, or to otherwise move with 
respect to the pending applications. 

Answers and objections to PSC’s application have been filed by Trunkline Gas 
Company, Pan American Petroleum Corporation, Phillips Petroleum Company, 
The Superior Oil Company, and Tidewater Oil Company. Each of these parties 
protests PSC’s application and requests that it be denied. 

PSC is here asking this Commission to reconsider the order which it previously 
issued upon reconsideration of its earlier order denying intervention in these 
proceedings. We know of no precedent for an application for reconsideration 
of an order issued upon an application for reconsideration. There is no provision 
in the Natural Gas Act or in the Commission’s Rules for such a procedure; and 
PSC has shown no reason why we should adopt this procedure here. 

No new facts or principles of law have been presented by PSC’s instant applica- 
tion which were not considered by us in reconsidering our November 14, 1958, 
order denying intervention, and in issuing our order of January 30, 1959; or 
which now being considered warrant any modification of said order of January 
30, 1959. We there found that PSC’s notice of intervention had been properly 
denied for lack of sufficient allegations of interest; and although the allegations 
of interest in PSC’s application for reconsideration were not sufficient on their 
face to entitle it to intervention, we decided that PSC should be given an 
opportunity to further substantiate these allegations. Our order therefore 
permitted PSC to participate in these proceedings for the limited purpose of 
establishing its status as an interested State commission entitled to intervene. . 
PSC, however, did not avail itself of this right to limited participation, and made 
no appearance at the further hearing held in these proceedings. PSC would now 
have us accept the offer of proof contained in its instant application as com- 
plying with the provision in our order for limited participation and as constituting 
the required showing of its interest. This offer of proof consists of nothing more 
than a repetition of the allegations which the Commission considered in its order 
of January 30, 1959, and there found to be insufficient to justify PSC’s inter- 
vention, together with excerpts from the Commission’s own files, records and 
memoranda cited in support of its interest. Clearly, this offer of proof does not 
comply with the provision for limited participation contained in our order of 
January 30, 1959. PSC’s rights under that order expired when it failed to 
appear and participate by presenting evidence to support its allegations and prove 
its interest at the reconvened hearing. In the absence of such participation and 
a showing of interest in compliance with our order of January 30, 1959, there 
is no basis for accepting this offer of proof or for acknowledging PSC’s status as 
a party-intervener. 


The Commission finds: 


The application filed herein on March 2, 1959, by PSC for reconsideration of 
the Commission’s order of January 30, 1959; or, in the alternative, for acceptance 
of the offer of proof contained in said application, and acknowledgment of PSC’s 
status as a party-intervener, should be denied. 


The Commission orders: 


The application filed herein on March 2, 1959, by PSC for reconsideration of the 
Commission’s order of January 30, 1959; or, in the alternative, for acceptance 
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of the offer of proof contained in said application, and acknowledgment of PSC’s 
status as a party-intervener, is hereby denied. 

Commissioner Connole concurring in part and dissenting in part. 

ConNOLE, Commissioner concurring in part, dissenting in part: 

The grounds for intervention set out by Public Service Commission of New 
York in the Application here before us, as well as in the earlier pleadings 
filed in support of its right to participate in this proceeding, are sufficient to 
justify full participation, as I indicated by my dissenting vote to the order 
issued November 14, 1958, denying intervention, and in my Brother Stueck’s 
and my separate statement to the order of January 30, 1959. The failure of the 
New York Commission to participate, even on the limited basis permitted, 
however, after having been granted the opportunity to do so, indicates that 
there would be no advantage to us or to the New York Commission from re- 
opening the hearing in this proceeding at this tardy date. Accordingly, I concur 
in so much of this order that denies the right to seek reopening of the hearing. 
I should have permitted filing of briefs by Public Service Commission of New 
York, however, in time to permit that Commission to meet the Examiner's 
briefing schedule as much as possible. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TEXAS ILLINOIS NATURAL GAS PIPELINE COMPANY, G-—14829, G—17094 ; 
UNITED CITIES GAS COMPANY, G-16215; SHELL OIL COMPANY, 
G-16766; HORACE C. HARGRAVE, ET AL., G-17035, G—17036; SOUTH 
TEXAS NATURAL GAS GATHERING COMPANY, G-17050; SUNRAY MID- 


CONTINENT OIL COMPANY, G-17051; UNION PRODUCING COMPANY, 
G-17087 ; ROY H. BETTIS AND G. FREDERICK SHEPHERD, G-—17091 


ORDER PERMITTING LIMITED PARTICIPATION AND DENYING INTERVENTION PENDING 
FURTHER ORDER 


(Issued March 26, 1959) 


The Public Service Commission of the State of New York (Public Service 
Commission) filed a notice of intervention in the above-captioned consolidated 
proceedings on March 16, 1859 pursuant to Section 1.8 (a) of the Commission’s 
Rules of Practice and Procedure. 

The aforesaid notice simply states that: “The Public Service Commission of 
the State of New York, a regulatory body of the State of New York having 
jurisdiction to regulate rates and charges for the sale of natural gas within 
said State, hereby gives notice that it intervenes in these proceedings”. 

The consolidated proceedings in which the Public Service Commission seeks 
to intervene are: (1) upon applications for certificates of public convenience and 
necessity filed pursuant to Section 7 (c) of the Natural Gas Act (Act) wherein 
the applicants therefor seek authority to construct and operate certain facilities 
or sell natural gas in interstate commerce for resale; (2) upon an application for 
an order directing an existing “natural-gas company” to render additional serv- 
ice to the applicant therefor pursuant to Section 7 (a) of the Act wherein said 
applicant seeks to have additional volumes of natural gas allocated to it; and (3) 
upon petitions to intervene in the nature of applications under Section 7 (a) of 
the Act wherein said petitioners seek allocations of volumes of natural gas from 
an existing “natural-gas company”, if available, and ultimately orders directing 
said “natural-gas company” to sell and deliver additional volumes of gas to said 
petitioners for resale and distribution or establish physical connection of its 
transportation facilities with facilities proposed to be constructed by said peti- 
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tioners together with the sale and delivery of gas to said petitioners for resale 
and distribution. 

An examination of the aforesaid applications and petitions reveals that (1) 
no part of the natural gas proposed to be sold, transported and delivered will be 
transported, sold, delivered, resold or consumed within the State of New York; 
and (2) that none of the applicants own or operate, or propose to own or 
operate, any natural gas facilities within said State. 

Under all of the facts and circumstances here presented, it does not appear 
that the participation of the Public Service Commission as an intervener in the 
instant proceedings would be in the public interest. However, in view of the 
limited time remaining before the commencement of hearing in these proceedings 
as scheduled and in view of the possibility that the Public Service Commission 
might have a real and valid but as yet undisclosed interest in the proceedings 
which it could support if given the further opportunity to so do, the Public 
Service Commission should be permitted to participate in the instant proceedings 
for the limited purpose of making a showing which would establish the existence 
of any such real and valid interest that it might have and, if so, consequently, 
that its participation as an intervener in the instant proceedings may be in the 
public interest. 


The Commission orders: 


(A) The Public Service Commission is hereby permitted to participate in the 
instant proceedings for the limited purpose of making, and only insofar as neces- 
sary to enable it to so make, a showing which will establish the existence of any 
real and valid but as yet undisclosed interest, if any, that it might have in the 
instant proceedings as a basis for its intervention therein. 

(B) Participation by the Public Service Commission as an intervener in the 
instant proceedings is hereby denied until such time as the Commission issues a 
further order permitting participation as an intervener upon motion made by 
the Public Service Commission based upon the showing required in paragraph 
(A) hereof. 

Commissioners Connole and Stueck stated they would have permitted full 
intervention on the record made by the pleadings, but concur in this order to 
avoid denial of intervention by operation of law. 

Commissioner Kline dissenting. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TEXAS ILLINOIS NATURAL GAS PIPELINE COMPANY, G—14829, G—17094; 
UNITED CITIES GAS COMPANY, G-—16215; SHELL OIL COMPANY, 
G-16766; HORACE C. HARGRAVE, ET AL., G-17035, G—17036; SOUTH 
TEXAS NATURAL GAS GATHERING COMPANY, G-17050; SUNRAY MID- 
CONTINENT OIL COMPANY, G-17051; UNION PRODUCING COMPANY, 
G-17087 ; ROY H. BETTIS AND G. FREDERICK SHEPHERD, G-17091 


ORDER PERMITTING LIMITED PARTICIPATION AND DENYING INTERVENTION PENDING 
FURTHER ORDER 


(Issued March 26, 1959) 


Coastal Transmission Corporation (Petitioner) filed a petition for leave to 
intervene in the above-captioned proceedings on March 16, 1959 pursuant to 
Section 1.8 (b) of the Commission’s Rules of Practice and Procedure. 

In support of its petition, Petitioner states that the entire length of the pipe- 
line proposed to be constructed and operated by South Texas Natural Gas Gather- 
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ing Company (South Texas) in Docket No. G-17050 “is generally parallel and in 
proximity to the route of Coastal’s existing pipeline” and that Petitioner is unable 
to determine from South Texas’ application “precisely the fields, reserves and 
interests therein which South Texas claims are dedicated to said project, but that 
it is apparent that South Texas proposes to take gas from fields and possibly 
from reserves which are dedicated to Coastal or in which Coastal has an interest”. 

Petitioner’s allegations, without more, that South Texas will take gas from the 
same fields, leases, units, acreage, wells, sands, reservoirs or reserves that Peti- 
tioner is taking, or will take, gas from or in which Petitioner has an interest 
are insufficient to create an interest in Petitioner which would support or warrant 
intervention by Petitioner. See Order Denying Intervention issued on February 
8, 1954, In the Matter of American Louisiana Pipe Line Company, Docket No. 
G-2306, 13 FPC 807.2. On the other hand, Petitioner’s allegations that the same 
reserves or same interests in reserves claimed by South Texas in its application 
to be dedicated to South Texas are already dedicated to Coastal are sufficient, 
if true, to create an interest in Coastal which would support or warrant Coastal’s 
intervention in the proceeding. Although it is noted that Coastal’s allegations 
characterize this matter as a possible and hence an uncertain situation at the 
most rather than as a highly probable event, nevertheless, the success of South 
Texas’ proposal is absolutely dependent upon the gas supply and reserves avail- 
able to said proposal. Thus, Coastal’s allegations, if true, could result in a denial 
of South Texas’ application. 

Under all of the circumstances here presented, it does not appear that the 
participation of Petitioner as an intervener in the instant proceedings would be 
in the public interest. However, in view of the amount of time remaining before 
the commencement of the hearing in these proceedings as scheduled and in view 
of the possibility that Petitioner might have a real and certain interest in the 
proceedings as alleged and as hereinbefore discussed which it could support if 
given the opportunity to so do, Petitioner should be permitted to participate in 
the instant proceedings for the limited purpose of making a showing which would 
establish any such real and certain interest that it might have and, if so, con- 
sequently, that its participation as an intervener in the instant proceedjugs ma) 
be in the public interest. 


The Commission orders: 


(A) Petitioner is hereby permitted to participate in the instant proceedings 
for the limited purpose of making, and only insofar as necessary to enable it 
to so make, a showing which will establish any real and certain interest that it 
might have in the instant proceedings as a basis for its intervention therein as 


alleged in its petition for leave to intervene and in keeping with the tenor of 
this order. 


(B) Participation by Petitioner as an intervener in the instant proceedings 
is hereby denied until such time as the Commission issues a further order per- 
mitting participation as an intervener upon motion made by Petitioner based 
upon the showing required by paragraph (A) hereof. 


1In this proceeding, the Commission denied Gulf Interstate Gas Company’s petition for 
leave to intervene on the grounds that the basis of its intervention was purely speculative 
and conjectural and, hence, not in the public interest. Gulf Interstate alleged in its peti- 
tion, inter alia, that the proposed facilities of American Louisiana would be used to trans- 
port gas from within the supply area of Gulf Interstate’s system which gas would likely 
be purchased or transported by Gulf Interstate except for the construction of the American 
Louisiana facilities and that if the proposed facilities were constructed American Loui- 
siana would be a competitor of Gulf Interstate with respect to future purchases of gas 


and for transportation of gas from southern Lonisiana to areas traversed by the lines of 
the respective companies, 
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Before Commissioners: Jerome K. Kuykendall, Chairman, Frederick Stueck, 
William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, G-13143, G—13590 
AND G-13745; NEW YORK STATE NATURAL GAS CORPORATION, TEXAS 
EASTERN TRANSMISSION CORPORATION, TRANSCONTINENTAL GAS 
PIPE LINE CORPORATION, G-—13793 


ORDER DENYING APPLICATIONS FOR REHEARING 
(Issued March 26, 1959) 


Applications for rehearing of the Commission’s order issued January 30, 1959, 
21 FPC 138, in the above-entitled proceedings, were filed by Transcontinental 
Gas Pipe Line Corporation (Transco), Consolidated Edison Company of New 
York, Ine. (Consolidated Edison) and the City of New York on March 2, 1959; 
and by Lynchburg Gas Company on February 24, 1959. The first three applicant 
named complain of our denying Transco a certificate of public convenience and 
necessity under Section 7 (e) of the Natural Gas Act (Act) for a natural-gas 
service under a proposed Rate Schedule X-20, involving inter alia, the trans- 
portation by Transco for Consolidated Edison of 50,000 Mcf of gas per day. 
Consolidated Edison would have purchased the gas from producers in the fields, 
accepting delivery frour Transco in New York City, and using the gas as boiler 
fuel in generating electricity and producing steam for steam heat in its Water- 
side No. 2 Plant in mid-town Manhattan. Transco and Consolidated Edison 
request that we reverse this aspect of our opinion and issue Transco the cer- 
tificate for the X-20 service requested.” 

Lynchburg Gas Company also filed an application for rehearing of another 
aspect of the above-described opinion. This company complains of our refusal to 
authorize and require Transco to sell 6,500 Mcf per day of gas to Lynchburg 
Gas Company’s subsidiary, Lynchburg Pipe Line Company, which would in turn 
sell interruptible gas to an industrial user, the Mead Corporation, for boiler fuel, 
and during peak periods to Lynchburg Gas Company for resale. Lynchburg 
Gas Company requests that this aspect also of Opinion No. 315—A be reversed 
and that the certificate requested be issued. 

We conclude that no sufficient reason has been shown to reverse the above- 
described opinion or any part thereof, and accordingly we shall deny the above 
applications for rehearing. 

Consolidated Edison and Transco contend first, in support of their applica- 
tions, that the Commission, in passing on the public convenience and necessity, 
erred in relying on “policy considerations’, as we called them in Opinion No. 
315-—A, other than the conventional factors usually considered in the ordinary 
ease. They object to our considering various possible adverse effects on the 
public of granting the X-20 authorization and similar such authorizations. 
Included among these were the effect of stimulating increased purchases ef gas 
in the field by distributing companies in substitution for the present, prevalent 
types of interstate natural-gas services involving purchases and resales by 
natural-gas pipeline companies; the effect of pre-empting pipeline capacity which 
would otherwise be available for more widely beneficial public service; the effect 
of making it more difficult to meet the requirements of smaller purchasers in the 





1 By errata notice issued March 4, 1959, this order was designated Opinion No. 315—A. 

2 The City of New York relies on the arguments advanced by Consolidated Edison in the 
latter’s application, and in disposing of the latter’s arguments we dispose also of those of 
the City of New York. 
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event arrangements of this type become widespread ; and the effect of increasing 
the rates for gas, to the detriment of the consumer. We also considered the 
proposed inferior end use of the gas. The companies argue that such matters 
are beyond the scope of the “public convenience and necessity” under Section 
7(e) of the Act and that, in any event, we found in our order that the “conven- 
tional” elements of public convenience and necessity were satisfied. Accord- 
ingly, it is contended that our order is unjustified, arbitrary, in excess of 
Commission authority, and not in accordance with law. 

We find that these and the companies’ related objections are without merit. 
The courts have long held that the “public convenience and necessity” is not a 
phrase of fixed content to be mechanically applied regardless of the diversity 
of facts presented in particular cases. On the contrary, the statutory standard 
encompasses many considerations which in number and importance vary as the 
circumstances of the cases vary, subject to the existence of certain conventional 
minimum requirements which must be satisfied in every case. Accordingly, we 
must interpret the standard of “public convenience and necessity” in the light 
of the facts of each case, giving it a scope consistent with the broad purpose of 
the organic statute and applying it in pursuance of the policies the Act is intended 
to serve.* 

These general principles are fully developed in the Supreme Court cases cited. 
City of Pittsburgh v. F.P.C., 237 F. 2d 741, represents a concrete application of 
them. There the court held that in passing on a certificate application, we cannot 
ignore the “national policy” against monopoly expressed in the anti-trust laws 
or ignore considerations respecting the possible imperilment of the national 
defense, even though such factors have been placed especially within the ken 
of other governmental authorities which are more directly responsible and 
competent in these spheres than we. Likewise, the court held that in considering 
whether the proposed abandonment of a pipeline for gas transmission was justi- 
fied by the public convenience and necessity, the Commission should consider 
whether such abandonment would increase the cost of future expansion by the 
pipeline, notwithstanding that no application for expansion was pending and 
any interests which might be affected by future expansion could be urged at 
the hearing on any future applications which might be filed. 

In the light of this and the other decisions cited, it is evident that the factors 
on which we relied in Opinion No. 315-A were properly considered in deciding 
whether to issue the certificate requested by Transco. In our judgment, all 
these factors have reasonable bearing on the public convenience and necessity 
under the Act. The fact that some of them pertain to the future is no objection, 
for the explicit language of Section 7(e) requires that we consider not just the 
“present” but the “future” public convenience and necessity as well. Nor is it 
of any consequence that we characterized them as “policy” considerations; 
however they may be denominated, the court decisions cited above recognize 
that such considerations are properly to be considered. Likewise, the fact that 
in most particulars the “conventional” requirements of public convenience and 
necessity were satisfied still does not require the issuance of a certificate, under 
the judicial requirements stated above. For the particular facts of this case 
give rise to considerations of public need which are not present in the conven- 


8U.8. v. Detroit Navigation Co., 326 U.S. 236, 241 (1945) ; National Broadcasting Co. v. 
U.S., 319 U.S. 190, 216 (1943) ; I.C.C. v. Railway Labor Executives Asa’n., 315 U.S. 373, 
376-377 (1942); F.C.C. v. Pottsville Broadcasting Co., 309 U.S. 134, 138 (1940); Radio 
Comm’n v. Nelson Bros., 289 U.S. 266, 285 (1933); Chesapeake € Ohio Ry. v. U.S., 283 
U.S. 35, 42 (1931) ; City of Pittsburgh v. F.P.C., 237 F. 2d 741, 754-755, (CADC, 1956); 
National Coal Ass’n v. F.P.C., 191 F. 2d 462, 467 (CADC, 1951) ; Scripps-Howard Radio 
v. F.C.C., 189 F. 2d 677, 680 (CADC, 1951), cert. den., 342 U.S. 830. 
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tional case and this demands an interpretation of the Act in keeping with its 
purposes, and an application appropriate to meet the particular public needs 
here presented.‘ 

However, Consolidated Edison and Transco contend that the Commission has 
exceeded its jurisdiction under the Act by attempting to regulate non-jurisdic- 
tional intrastate sales by the producers in Texas to Consolidated Edison. They 
argue that the purpose of our opinion was to outlaw the purchase of natural 
gas in the field by out-of-state utilities, and that such attempted frustration of 
lawful purchase outside the Commission’s jurisdiction constitutes an unwar- 
ranted and unprecedented invasion of an area where Congress has seen fit to 
leave regulation to the states, an undue discrimination against Consolidated 
Edison, and an illegal restraint on competition. In similar vein, the companies 
eontend that the Commission has exceeded its jurisdiction under the Act by 
attempting to regulate the use by the owner of natural gas. They agree that 
here too, the Commission has under the guise of “policy considerations” ex- 
tended its jurisdiction over Transco’s proposed transportation service to pro- 
hibit activities clearly outside the scope of the Commission’s authority and re- 
served to State regulation, namely, the conservation of natural gas, of which 
end use is one aspect. 

The argument that in Opinion No. 315-A we exceeded our powers under the 
Act by regulation claimed non-jurisdictional field sales is sufficiently disposed 
of by the foregoing discussion. Judicial decisions also demonstrate the lack of 
substance to such contention. We are not attempting to regulate such field sales 
of gas any more than under the court’s decision in the City of Pittsburgh case, 
we undertake to assume responsibility for the national defense. See also Mich- 
igan Consolidated Gas Co. v. Panhandle Eastern Pipe Line Co., 225 F. 2d 60 
(CA 6, 1955), cert. den., 350 U.S. 987; Panhandle Eastern Pipe Line Co. v. 
F.P.C., 232 F. 2d 467 (CA 3, 1956), cert. den., 352 U.S. 891. And see also Am- 
bassador, Inc., v. U.S., 325 U.S. 317 (1945). Here, in analogy to the cases cited, 
we are entitled to consider the implications for the future of the grant of a 
certificate on matters of public concern reasonably within the purview of the 
Act; and we are likewise entitled to consider what bearing the fundamental 
policy matters we relied on may have upon the question whether a particular 
certificate is required by the public convenience and necessity. 

Under the same reasoning and judicial authorities, our consideration of the 
end use of the X-20 gas in determining the public convenience and necessity 
was proper under the Act, and involves no impermissible interference with State 
powers to regulate conservation. Nor can it be successfully argued that we 
erred in considering end use. As we pointed out in our order of which rehear- 
ing is sought, it was held in National Coal Association v. F.P.C., 191 F. 2d 462, 
467 (1951) that, with respect to a “sale” of gas, end use is an element to be 
considered in the complex of public convenience and necessity, although not a 
determinative factor; and we see no justification for concluding that the same 
is not true in the case of the “transportation” of gas, to which the standard of 
public convenience and necessity is equally applicable under the statute. Cf., 
Panhandle Eastern Pipe Line Co. v. F.P.C., supra, 232 F. 2d at 470-471. Con- 
trary to applicants’ contentions, we do not view the proposed end use of the 
gas involved in this case as of decisive importance. In accordance with the 
National Coal Ass’n case, it is but one factor, and that not of determinative 
importance, which we consider in the exercise of our judgment on all the facts. 


* Furthermore, we found in Opinion No. 315—A that Transco’s rate for the transportation 
of what was described there as the “displaced” gas has not been substantiated, and that 
finding we here affirm. 
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However, Transco and Consolidated Edison argue that there is no substantial 
evidence in the record to support the considerations on which our conclusions 
are based and that therefore our conclusions are speculative and unproved. 
For example, they argue that there is no evidence that we would soon be con- 
fronted with many requests similar to the X-20 proposal if we were to grant 
this request and that, in any event, future cases must be decided on their own 
merits. They contend that there would be no preemption of capacity since 
this capacity has not been built and therefore could not be preempted. They 
argue that there is no basis for concluding that distributing company pur- 
chases in the fields would result in upward pressure on rate levels any more 
than would pipeline purchases. And they contend that we cannot consider 
the possibility that deliveries under the X-20 service would increase to 120,000 
Mcf per day but must limit our consideration to the particular 50,000 Mcf per 
day proposal before us at this time, even though the record clearly indicates the 
inteation to apply subsequently for authority to increase the 50,000 Mcf to 
120,000 Mcf per day. 

We are unable to accept these arguments. It must be kept in mind that our 
function in deciding this case is not just “to appraise the fact and to draw in- 
ferences from them ;” we must also exercise a “rational judgment” with respect 
to the problem and “determine from analysis of the total situation on which 
side of the controversy the public interest lies.” U.S. v. Detroit & Cleveland 
Navigation Co., supra, 326 U.S. 236 at p. 241; City of Pittsburgh v. F.P.C., 
supra, 237 F. 2d 741 at p. 752. In fulfilling this function, inevitably “Forecasts 
as to the future are necessary to decision.” U.S. v. Detroit & Cleveland Navi- 
gation Co., ibid., p. 241. Nor does the exercise of our judgment as to the 
future necessitate the existence before us of a specific application pertaining 
to the future. City of Pittsburgh, supra, pp. 752-753. As far as affecting fu- 
ture certificate applications is concerned, in our opinion the grant of this ap- 
plication would throw open a Pandora’s box full of serious difficulties having 
probably undesirable consequences for the public and the consumer. As to the 
preemption of capacity, of course there can be no preemption of capacity not 
already built; but the construction and utilization of given capacity for service 
of the character proposed here would reasonably lessen the likelihood of ca- 
pacity being constructed for other and future service of a character more in 
accordance with the requirements of public convenience and necessity. Like- 
wise, as to effects on prices in the field, it is reasonable to infer that the exist- 
ence of many bidders for a given supply of gas would exert more pressure for 
price increases than would the existence of only a few bidders. Of course, 
judgments on matters such as these pertaining to the future are inherently less 
susceptible of absolute demonstration than present facts. Nonetheless, on 
analysis of the “total situation,” in our judgment the conclusions reached in 
Opinion No. 315—A have substantial support in fact. 

Finally, Transco and Consolidated Edison contend that we have disregarded 
their affirmative cases, and failed to consider evidence which substantially sup- 
ports the issuance of a certificate for the X-20 service, including evidence of the 
general and extensive importance of air pollution in New York City and not just 
in the vicinity of the United Nations Secretariat; expert opinion of the harmful 
and costly effects of air pollution on health and property in that City; the ex- 
pense and trouble to which Consolidated Edison has gone to remedy the situation 
and the lack of any practicable alternatives on the part of Consolidated Edison 
for curing the difficulty other than the burning of natural gas in the boilers of 
the Waterside plant; the fact that air is a natural resource which deserves con- 
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servation as much as any other resource; the savings in eosts which would 
accrue to Consolidated Edison and redound to the benefit of its customers; and 
many other facts and considerations presented in the record and argued in the 
briefs. In addition, Transco argues that we failed to consider the “policy 
considerations” embodied in Public Law 159 enacted by Congress in 1955 as a 
part of the laws pertaining to the public health and welfare, an enactment which 
was designed to encourage research respecting the control of air pollution 
by local authorities, and Executive Order No. 10779 in pursuance thereof.’ 

We have considered with care all the above factors as well as the others 
relied on by the companies also. Weighing these factors against the other 
considerations present in the case, we conclude that the balance swings against 
the grant of the X-20 service. Contrary to the allegations of the companies, we 
did consider the matter of air pollution as one of the elements of public con- 
venience and necessity. However, we conclude that, although air pollution 
exists in New York City, as it does in many metropolitan areas, the evidence falls 
short of establishing that burning the volumes of gas here in question in Con- 
solidated Edison’s boilers would remedy the air pollution in New York City 
generally in sufficient measure to offset the detriments of the X-20 service. And 
the same is true with respect to the other claimed benefits of this service. We 
recognize that the “policy considerations” embodied in Public Law 159 and Ex- 
ecutive Order No. 10779 are pertinent here.° However, considering the policy 
considerations expressed in this statute and executive order, we cannot find 
on all the evidence and in the light of all the circumstances in this case detailed 
in Opinion No. 315—-A and here, that our conclusion to deny the X—20 service by 
Transco should be modified. 

Turning to the application for rehearing filed by Lynchburg Gas Company, this 
party contends that we erred in finding that the sale of natural gas by Transco 
to Lynchburg Pipe Line Company is not required by the public convenience and 
necessity and would be contrary to the public interest, arguing that the conven- 
tional elements of public convenience and necessity with respect to this sale— 
namely, markets, financibility and gas supply—are satisfied and that there is no 
substantial evidence in the record to support a contrary conclusion. Thus the 
company argues that there is an adequate market for the gas, as shown by the 
estimated peak day requirements of Lynchburg Gas Company. However, we 
adhere to our previous ruling that in circumstances such as obtain here, where 
the project depends on a potential industrial customer for its feasibility, a 
relatively firm commitment from such customer should be required. 

Thus the company’s assertion that there is no substantial support for our 
conclusion to deny the requested authorization states the matter backwards. 
Rather, there is no substantial evidence to support the requested authorization, 


since the company has not carried its burden of sustaining its proposal on the 
record. 


As to Lynchburg Gas Company’s argument that the findings made in our 
opinion with respect to matters other than markets, financibility and gas supply 
go beyond the elements of public convenience and necessity, the discussion here- 


°69 Stat. 322, 42 U.S.C. Sections 1857-1857f. Executive Order No. 10779 was issued 
August 21, 1958, 23 F.R. 6487, 3 CFR, 1958 Supp., p. 67. 


*It is to be noted that respecting this matter, Transco urges that we do precisely what 


Consolidated Edison contends we erred in doing—namely, rely on “policy considerations” 


additional to the elements present in the conventional case. Here too the assertion that 


we erred in heeding “policy considerations”, by whatever name they may be called, is 
demonstrated to be meritless. 


556—794—63—__28 
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inabove set forth respecting the similar argument of Transco and Consolidated 
‘dison is dispositive. Here too, we must interpret the standard of public con- 
venience and necessity in the light of the particular facts presented, giving it a 
scope consistent with the broad purpose of the statute and applying it in pur- 
suance of the policies the Act is intended to serve. In our judgment, the ele- 
ments referred to in Opinion No. 315—A all are proper factors to be considered in 
this case. 

Lynchburg Gas Company also asserts that our opinion is replete with refer- 
ences to the arguments of Atlantic Seaboard Corporation and is predicated upon 
the position taken by that company, matters which prove, according to Lynch- 
burg Gas, that our conclusions lack evidential support, and accordingly are 
arbitrary. However, concluding as we do that the arguments of Atlantic Sea- 
board summarized in our opinion are supported by evidence, there is no valid 
objection to our so finding, and such findings are just as adequate as if we had 
entirely omitted reference to the company’s arguments. Nor does the fact that 
the presiding examiner would have granted the authorization preclude our 
reaching an opposite result. F.C.C. v. Allentown Broadcasting Corp., 349 U.S. 
358, 364 (1955). 

Finally, Lynchburg Gas Company objects to the statement on page 143, 21 FPC 
138, of our opinion that “We recognize the importance of protecting the pioneer 
certificated supplier from the prospect of substantial harm to its operations aris- 
ing from certification of another company to supply gas to a customer or to an area 
already being adequately served or capable of being served by the company 
already certificated,” contending that such a policy is contrary to the Act, 
judicial decisions, and the public interest. However, the company misinterprets 
the import of the quoted statement. We by no means intend to grant any com- 
pany an exclusive right to serve a designated area, or to deny to consumers the 


benefits of more than one source of supply. Our objective is merely to protect 
the existing supplier from possible severe and unjustifiable harm resulting from 
the certification of an additional supplier, by requiring that a positive and con- 
vincing showing must be made to support the certification of such additional 
supplier. 


The Commission further finds: 


The assignments of error and grounds for rehearing contained in the applica- 
tions for rehearing filed herein by Transcontinental Gas Pipe Line Corporation, 
Consolidated Edison Company of New York, Inc., and the City of New York on 
March 2, 1959, and by Lynchburg Gas Company on February 24, 1959, set forth 
no new facts or principles of law which were not fully considered by the Com- 
mission when it adopted its above-described Opinion No. 315—A, issued January 
80, 1959, or which having now been considered warrant any change or modifica- 
tion of said Opinion. 


The Commission orders: 


The applications for rehearing of the Commission’s Opinion No. 315—-A, and 
order issued on January 30, 1959, in the above-entitled proceedings, filed by 
Transcontinental Gas Pipe Line Corporation, Consolidated Edison Company of 
New York, Inc., and the City of New York on March 2, 1959; and by Lynchburg 
Gas Company on February 24, 1959, are hereby denied. 

Commissioner Kline concurring in the result. 
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BAYVIEW OIL CORPORATION, DOCKET NO. G-9417; BAYVIEW OIL COR- 
PORATION (OPERATOR), ET AL., DOCKET NO. G-13739; BAYVIEW OIL 
CORPORATION, ET AL., DOCKET NO. G—13421 


ORDER MODIFYING AND ADOPTING DECISION OF PRESIDING EXAMINER AND 
TERMINATING PROCEEDINGS 


(Issued March 27, 1959) * 
Syllabus 


Commission under Section 4 (e) of the Natural Gas Act dismisses and terminates 
proceeding, and permits Bayview’s proposed increased rates and charges 
to become effective. P. 406. 
Commissioner Connole not participating. 
Harry S. Welch for Bayview Oil Corp. 
Edwin M. Miller for the staff of the Federal Power Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


On February 27, 1959, the Presiding Examiner issued his decision pursuant to 
Section 4 (e) of the Natural Gas Act, dismissing and terminating these pro- 
ceedings, permitting the proposed increased rates and charges to become effective, 
and discharging the corporate undertakings filed to assure the refund of possible 
excess charges. No exceptions to said decision have been filed by any party 
hereto. 

The proceedings in Docket No. G-—9417 and Docket No. G—13421 involve 
Supplements Nos. 4 and 6, respectively, to Bayview Oil Corporation (Operator), 
et al. (Bayview) FPC Gas Rate Schedule No. 7. The proposed increased rates 
contained in these supplements are 13.8791 and 14.3844 cents per Mcf, respectively. 
The proceeding in Docket No. G-13739 involves Supplement No. 6 to Bayview’s 
FPC Gas Rate Schedule No. 6, which contains the proposed increased rate of 
13.8796 cents per Mcf. Both of Bayview’s said rate schedules cover the sales 
of gas produced from Waskom Field, Harrison County, Texas, and sold to Mis- 
sissippi River Fuel Corporation (Mississippi). 

Through its counsel, Mississippi indicated that it did not desire to enter an 
appearance and no other party sought intervention. 

Although the record does not provide a completely satisfactory basis upon 
which to find that the proposed increased rates have been shown to be just and 
reasonable, the Examiner’s findings to that effect will not be disturbed. It 
appears that the proposed increased rates should be permitted to become fully 
effective as found by the Examiner. We do not, however, hereby endorse or 
approve the methods used by Bayview in making its cost study. Nor should our 
findings herein be considered as establishing a precedent for terminating other 
suspension proceedings or for acceptance for filing of other increased rates in the 
same area unless such are fully and properly supported. 

In order that there be no misinterpretation of the effect of this order and of the 
Examiner's decision, it appears that the ordering clauses of the decision should 
not vacate the hearing and suspension orders which were issued in the respective 
dockets. To do so might invite the question of whether the decision intended to 
permit the proposed increased rates to become effective on the proposed effective 
dates, as though said suspension orders were never issued. It is clearer to 
modify the respective orders which permitted the proposed increased rates to 
become effective subject to refund, as hereinafter provided. 


*Initial decision appears on p. 406. 
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The Commission finds: 





Upon consideration of the record in these proceedings, it is appropriate and in 
the public interest to adopt the decision of the presiding Examiner, as modified 
herein, as the decision of the Commission, and to terminate these proceedings. 


The Commission orders: 





(A) The proposed increased rates and charges contained in Supplement No. 4 
to Bayview’s FPC Gas Rate Schedule No. 7, permitted to become effective as of 
March 28, 1956, shall continue in effect as of that date without being subject to 
refund, and Bayview’s undertaking agreement and the liability to make refunds 
of excess charges pursuant to order issued in Docket No. G-9417 on June 28, 1956, 
is hereby discharged. 

(B) The proposed increased rates and charges contained in Supplement No. 
6 to Bayview’s FPC Gas Rate Schedule No. 7, permitted to become effective as of 
March 26, 1958, shall continue in effect as of that date without being subject to 
refund, and Bayview’s undertaking agreement and the liability to make refund 
of excess charges pursuant to order issued in Docket No. G—13421 on May 21, 1958, 
is hereby discharged. 

(C) The proposed increased rates and charges contained in Supplement No. 6 
to Bayview’s FPC Gas Rate Schedule No. 6, permitted to become effective as of 
April 30, 1958, shall continue in effect as of that date without being subject to 
refund, and Bayview’s undertaking agreement and liability to make refund of 
excess charges pursuant to order issued in Docket No. G-13739 on June 10, 1958, 
is hereby discharged. 

(D) These proceedings are hereby terminated. 
Commissioner Connole not participating. 


DECISION 


DISMISSING AND TERMINATING SUSPENSION PROCEEDINGS AND PERMITTING INCREASES 
IN RATES TO BECOME EFFECTIVE 











(Issued February 27, 1959) 
















LAW, PRESIDING EXAMINER: The proceedings involve rates of Bayview 
Oil Corporation, Docket No. G-9417, Bayview Oil Corporation (Operator), et al., 
Docket No. G—13739, and Bayview Oil Corporation, et al., Docket No. G—13421 and 
are proceedings upon suspension of rate increases under Section 4(e) of the 
Natural Gas Act. Respondents are generally referred to hereafter as “Bayview”. 
Bayview Oil Corporation was formerly Byrd Oil Corporation, the corporate name 
having been changed and such change having been recognized by the Commission 
in an order “Redesignating Proceedings” issued on December 9, 1958. 

The proceedings involve suspended rate increases under two Rate Sehedules, 
namely, Bayview’s FPC Gas Rate Schedules No. 6 and No. 7. As to Rate Schedule 
No. 7 the rate under suspension is 14.3844¢ per Mcf, which includes 14¢ per Mcf 
purchase price of gas, a .25¢ per Mcf dehydration charge and a .1344¢ per Mcf 
Texas occupation tax reimbursement. By Supplement No. 4 to Rate Schedule 
No. 7, filed September 2, 1955, notice was given to increase the basie price for the 
gas purchased from 13¢ to 13%4¢ per Mcf. By order issued September 30, 1955, 
in Docket No. G-9417, the Commission suspended this proposed increase on the 
ground that it had not been shown to be justified and might be unjust, unreason- 
able, unduly discriminatory, or preferential, or otherwise unlawful. By order 
issued June 28, 1956, in the same docket, the Commission allowed the proposed 
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increase to be made effective as of March 28, 1956, upon filing of an undertaking 
to assure refund. 

By Supplement No. 6 to Rate Schedule No. 7, filed September 20, 1957, notice 
was given by Bayview to increase the basic price for gas purchased from 13%4¢ 
to 14¢ per Mcf. By order issued October 15, 1957, in Docket No. G—13421, the 
Commission suspended this proposed increase on the same ground above noted. 
By order issued in the same docket on May 21, 1958, the Commission allowed 
the proposed rate to be made effective as of March 26, 1958, upon filing of an 
undertaking to assure refund. 

As to Rate Schedule No. 6, the rate under suspension is 13.8796¢ per Mcf, 
which includes 1314¢ per Mcf purchase price of gas, a .25¢ per Mcf dehydration 
charge and a .1248¢ per Mcf Texas occupation tax reimbursement. By Supple- 
ment No. 6 to Rate Schedule No. 6, filed October 28, 1957, Bayview gave notice 
of increase in the basic price for gas purchased from 13¢ to 13%4¢ per Mecf. 
By order issued November 27, 1957, in Docket No. G—13739, the Commission 
suspended this proposed increase on the same ground above noted. By order 
issued in the same docket on June 10, 1958, the Commission allowed the pro- 
posed rate to be made effective as of April 30, 1958, upon filing of an undertaking 
to assure refund. 

By Notice dated April 28, 1958, the Secretary consolidated the above-described 
proceedings at the above-enumerated dockets for public hearing and set the date 
for hearing as June 16, 1958, at 10:00 A.M. (EDST). .On May 26, 1958, counsel 
for Bayview filed a motion to postpone hearing and the hearing was postponed 
until July 16,1958. Thereafter, the hearing was further postponed to September 
10, 1958, and then to October 8, 1958. 

A petition to intervene was filed on behalf of Mississippi River Fuel Corpora- 
tion in only one of these dockets, No. G-9417. However, counsel for Mississippi 
did not appear in the proceedings. No other person sought to intervene herein 
and no order permitting intervention was issued. Copies of all notices, orders and 
pleadings have been served on Mississippi. 

The hearing commenced on October 8, 1958, and Bayview presented its direct 
case through the testimony of two witnesses, three exhibits and two items by 
reference. A cost study, based upon a test year ending March 31, 1958, was 
presented which was prepared to reflect the costs and operations of the prop- 
erties subject to Bayview’s FPC Gas Rate Schedules Nos. 6 and 7, to the 
extent those properties were used in the production of gas sold under such rate 
schedules. This study, according to Bayview's witness, Mr. Baker, indicated that 
on the basis of revenues and expenses, Bayview and its co-owners realized during 
the test year a rate of return of “minus 9.5%” on properties subject to its FPC 
Gas Rate Schedule No. 6 and a rate of return of “only approximately 1%” on 
the properties subject to the Rate Schedule No. 7. Bayview’s witness, Mr. 
Baker, also testified that the company’s financial requirements were such that 
Bayview needed the revenues which could be derived from the proposed increased 
rates for its natural gas operations. Dr. Duggan, as Vice President and Pro- 
duction Manager, testified that, in his opinion, operating expenses on these 
properties would undoubtedly increase in the future, because well workovers 
would be necessary and compression costs would be increased with declining well 
pressures. Mr. Duggan, additionally, testified that the present going price is 
14 cents per Mcf for gas sold in intrastate commerce in the same area, Texas 
Railroad Commission District No. 6, under conditions stated to be similar to those 
involved herein. 


During the hearing recess following Bayview’s presentation of its direct case, 
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the Commission’s staff representatives made.an investigation of Bayview’s books 
and records pertaining to the investment, income and expenses shown on the 
company’s books, on a company-wide basis for the year ended March 31, 1958. 
This examination also covered, for some limited purposes, a review of the books 
and records for the year ended March 31, 1957. Asa result of this examination, 
the staff representatives prepared a cost of service study, showing total cost 
of service and related revenues of the company and an allocation of costs to the 
aforementioned Rate Schedules Nos. 6 and 7 for the year ended March 31, 1958. 
This study did not reflect any examination of the costs of Bayview’s affiliate, 
Bristol Petroleum Company, nor of Bayview’s division of general and adminis- 
trative expenses with its affiliate. 

After making a preliminary test as to the relationship of costs to revenues, 
the staff determined that the company’s costs exceeded revenues, on an over- 
all company-wide basis, and also that, no matter how costs and related revenues 
in the State of Texas are grouped, the costs will exceed revenues in all groupings 
that include the costs and revenues pertaining to leases serving Rate Schedules 
Nos. 6 and 7. 

The staff’s allocations of cost between natural gas and oil and liquid prod- 
ucts were made on a sales realization basis. In view of the staff's finding that 
Bayview’s costs allocated to Rate Schedules Nos. 6 and 7 exceeded the revenues 
derived therefrom even under the proposed increased rates, by approximately 
$40,000, the staff concluded that further investigation was unwarranted and 
no attempt was therefore made to develop a unit cost of gas or to eompute just 
and reasonable rates. 

Prior to the close of the hearing, staff counsel moved to dismiss and termi- 
nate these proceedings after submitting one staff witness to sponsor the afore- 
mentioned staff study and cost of service. The staff’s stated purpose in offer- 
ing its study was to provide a public record to show the basis of the position 
in withdrawing and moving to dismiss and terminate. 

Respondents filed a brief on January 12, 1959 asking that the supplements 
to Bayview’s FPC Gas Rate Schedules Nos. 6 and 7 here under consideration 
be permitted to become effective and that these proceedings be terminated. 
In a brief filed January 30, 1959, Staff counsel made a similar request. On 
February 9, 1959, Respondents filed a waiver of the right to file a reply brief. 
In view of the proposals of both Bayview and the staff and in the later evidence 
these proposals are adopted by the Presiding Examiner. 


FURTHER FINDINGS AND CONCLUSIONS 


Upon the facts in evidence, together with the pleadings and the briefs and 
arguments of counsel, it is further found and concluded that: 

(1) The Respondents in Docket Nos. G—-9417, G-13739 and G—13421 are “in- 
dependent producers” as defined in the Commission’s Regulations and are nat- 
ural-gas companies as defined in the Natural Gas Act. 

(2) The increased rate contained in Supplement No. 6 to Bayview Oil Cor- 
poration (Operator) et al., FPC Gas Rate Schedule No. 6 is just and reason- 
able and is not otherwise unlawful and should be made effective without refund 
and the corporate undertaking filed by Bayview pursuant to the Commission’s 
order issued on June 10, 1958 in Docket No. G—13739, should be vacated. 

(3) The increased rates contained in Supplements No. 4 and No. 6 to Bay- 
view Oil Corporation (Operator) et al., FPC Gas Rate Schedule No. 7 are just 
and reasonable and not otherwise unlawful and should be made effective with- 
out refund and the corporate undertakings filed by Bayview pursuant to the 
Commission’s orders issued on June 28, 1956 in Docket No. G-9417 and on May 
21, 1958 in Docket No. G-13421 should be vacated. 
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ORDER 


WHEREFORE, IT IS ORDERED, subject to review by the Commission, as 
provided by its Rules of Practice and Procedure, that: 

(A) The order issued by the Commission on November 27, 1957, in Docket 
No. G—13739, is hereby vacated, the rate contained in Supplement No. 6 to Bay- 
view Oil Corporation (Operator) et al., FPC Gas Rate Schedule No. 6 is made 
effective as of April 30, 1958, and the corporate undertaking given pursuant to 
the order issued by the Commission on June 10, 1958, in said docket is vacated 
and Bayview Oil Corporation is discharged therefrom. 

(B) The order issued by the Commission on September 30, 1955, in Docket 
No. G-9417 is hereby vacated, the rate contained in Supplement No. 4 to Bay- 
view Oil Corporation (Operator) et al., FPC Gas Rate Schedule No. 7 is made 
effective as of March 28, 1956, and the corporate undertaking given pursuant 
to the order issued by the Commission on June 28, 1956, in said docket is 
vacated and Bayview Oil Corporation is discharged therefrom. 

(C) The order issued by the Commission on October 15, 1957, in Docket No. 
G—13421 is hereby vacated, the rate contained in Supplement No. 6 to Bayview 
Oil Corporation (Operator) et al., FPC Gas Rate Schedule No. 7 is made effec- 
tive as of March 26, 1958 and the corporate undertaking given pursuant to the 
order issued by the Commission on May 21, 1958, in said docket is vacated and 
Bayview Oil Corporation is discharged therefrom. 

GLEN R. Law, 
Presiding Examiner. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 


William R. Connole and Arthur Kline. 


AMERICAN LOUISIANA PIPE LINE COMPANY, G-—2306; MICHIGAN WIS- 
CONSIN PIPE LINE COMPANY, G-2327 AND G-—9850; NORTHERN NAT- 
URAL GAS COMPANY, G-—2399, G-—2460, G—4259, G—4260, G-—4261 AND 
G—12241; EL PASO NATURAL GAS COMPANY, G-—12135; PERMIAN BASIN 
PIPELINE COMPANY, G—12242; IRON RANGES NATURAL GAS COM- 
PANY, G—9648, G-12223 AND G-12217; MIDWESTERN GAS TRANSMIS- 
SION COMPANY, G-9451, G-9452 AND G-9453; TENNESSEE GAS TRANS- 
MISSION COMPANY, G-9454 AND G-11107; NATURAL GAS PIPELINE 
COMPANY OF AMERICA, G—9966 


ORDER DENYING APPLICATION FOR REHEARING, REQUEST FOR ORAL ARGUMENT, AND 
MOTION TO TRANSFER REFUND ISSUE 


(Issued March 27, 1959) 


On January 28, 1959, 21 FPC 138. we issued an order in Docket No. G—11107 
herein granting to Tennessee Gas Transmission Company (Tennessee) a certifi- 
cate of public convenience and necessity under Section 7(e) of the Act authorizing 
the construction and operation of facilities and the rendition of various proposed 
services to certain of Tennessee’s existing customers, but denying Tennessee 
permission to render other services. An application for rehearing of this order 
was filed on February 27, 1959, by The Manufacturers Light and Heat Company, 
The Ohio Fuel Company, and United Fuel Company (the Columbia Companies). 
The Columbia Companies also request oral argument on their application for 
rehearing. In addition, the Columbia Companies filed on the same date a “motion 
to transfer to Docket No. G—11980 any refund issue which the Commission 
believes may remain in Docket No. G—11107,” herein, the matter of a possible 
refund being also the subject of our January 28, 1959 order. 
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For the reasons stated hereinafter, we conclude that there is no merit to either 
the Columbia Companies’ application for rehearing or their motion to transfer 
refund issues. Accordingly, we shall deny the application for rehearing and 
the request for oral argument, as well as the aforesaid motion to transfer refund 
issues. 

In our January 28, 1959 order, to the extent material here, we did four things. 
First, we granted Tennessee permission to render additional General Service, 
Contract Demand Service, Storage Service, and Seller’s Option Service to certain 
of its existing customers. However, we denied Tennessee a permanent certificate 
for a proposed Peak Service to its New England customers. Previously, by letter 
dated November 7, 1958, in Docket No. G—15826, we had granted Tennessee per- 
mission to render such a Peak Service for the 1958-1959 winter heating season 
on a temporary basis; and we undertook to explain in our order of which rehear- 
ing is sought why we determined to grant the Peak Service on a temporary basis, 
in the light of our denial of it permanently. 

Second, we granted Tennessee permission to construct certain facilities for 
rendering existing and increased Seller’s Option Service on a permanent basis, 
subject however to a condition that Tennessee file with the Commission rate 
schedules applicable to the Seller’s Option Service and satisfactory to the Com- 
mission, revised to reflect the addition of the new facilities. 

Third, we recommended to Tennessee that it evolve a plan for operating its 
pipeline system on a basis involving the full, fair and predictable utilization of 
its underground storage facilities. Such a plan, we thought, would possibly 
entail Tennessee’s developing for New England markets a storage service gen- 
erally comparable to that which Tennessee presently renders in New York, to 
supersede the disapproved New England Peak Service. 

Fourth, we provided that, with respect to possible refunds by Tennessee of 
rates collected by the company in rendering the New England Peak Service under 
an earlier temporary authorization granted for the 1957-1958 heating season, 
the presiding examiner should determine at a reconvened hearing what refunds, 
if any, were owing by Tennessee. We contemplated the possibility of the settle- 
ment of this issue. 

The Columbia Companies’ application for rehearing is addressed first to our 
denial of the New England Peak Service. Consistently throughout the course of 
these proceedings the Columbia Companies have opposed our certificating the 
Peak Service to Tennessee’s New England customers, arguing that the rate for 
such service does not cover the costs properly allocable thereto. Notwithstand- 
ing our denial here of the Peak Service on a permanent basis, the Columbia Com- 
panies seek rehearing with respect to this issue, contending not that we erred in 
denying the peak service, but that in denying it, we did not deny it on the 
particular grounds they have heretofore urged. 

Their position seems rooted in a fear that our failure to adopt the arguments 
they urged in opposition to the New England Peak Service might, in some not 
clearly stated way, prejudice the disposition of the Tennessee rate case now in 
progress in Docket No. G—11980 against them, or in some manner “estop” them 
from successfully advancing their case in G—11980. Thus they contend that al- 
though denying the Peak Service, our order implies that the rate for that service 
is too high. They argue that the record shows that the 90-cent rate proposed by 
Tennessee would not have covered the cost of rendering the service and, they 
assert, we should have so found. Also they argue that we erred in failing to rule 
on their charge that the Peak Service is unduly preferential to New England 
customers. In addition, they contend that we erred in failing to rule on their 
assertion that Tennessee’s Peak-General Service rate form is contrary to the 
public interest. They argue that our failure to declare it so, coupled with our 
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recommendation for a new service to New England customers in lieu of the Peak 
Service we denied, “could be considered as a prejudgment in favor of some in- 
definite modification” of Tennessee’s existing rate form for New England, evem 
though the propriety of Tennessee’s existing rates is the subject matter of the 
hearing in G—11980. 

In our opinion, the Columbia Companies’ fears are without foundation, and 
there is neither necessity nor justification for making the findings which they 
urge in their application. We denied Peak Service on a permanent basis because 
Tennessee failed to sustain its burden of supporting its application under Section 
7(e) of the Act. Tennessee admits that additional facilities would be required 
in the future to render this service, and as pointed out by the Columbia Com- 
panies, without knowledge of the cost and nature of these facilities, it is not 
possible to conclude on the present record that the 90-cent rate for this service 
would cover costs; and a higher rate might render the service uneconomical for 
the customer companies. Furthermore, it is unlikely that construction of sub- 
stantial additional facilities could be justified for a service with a load factor as 
low as that experienced in rendering this Peak Service. Nonetheless, the Co- 
lumbia Companies’ contention with regard to the cost of past peak service are 
far from uncontested. Tennessee presented evidence to show that the 90-cent 
rate was proper. And, as admitted by the Columbia Companies’ witness,’ peak 
service can be justified on an incremental cost basis for past periods because 
Tennessee had unused storage capacity and excess line capacity east and north 
of storage. Also, it is essential to distinguish between past periods when addi- 
tional facilities were not involved, and future periods of service when additional 
facilities would be required. We perceive no occasion for further findings here 
with respect to this issue. 

So it is evident that there is and can be no prejudice or “estoppel” to the 
Columbia Companies from our order of which rehearing is sought nor are they 
aggrieved thereby.” Certainly, they have consistently argued that the New Eng- 
land Peak Service should be denied. This we have done on a permanent basis. 
Rate-wise, on their own assertions this cannot injure but can only profit them. 
Nor does our refusal to make the findings they advocate here have any prejudicial 
effect on any issues affecting these companies which may be present in the rate 
proceedings respecting Tennessee in Docket No. G—11980. Moreover, to make the 
findings requested might have prejudicial effects on others than the Columbia 
Companies. 

Accordingly, we conclude that the proper course to follow in order to avoid any 
possible prejudice to not only the Columbia Companies but to the other parties to 
the rate proceedings in Docket No. G-11980 as well, is to permit those proceedings 
to continue to completion along their present course, culminating in final decision 
on the issues there presented on the basis of the record in that case, unaffected 
and uninfluenced by any subsidiary determinations of the kind we are urged by 
the Columbia Companies to make on the basis of the inadequate record here 
before us. 

Nor is there any error in stating why, having denied the Peak Service on a 
permanent basis here, we decided to grant it temporarily in Docket No. G—15826, 
Cf., U.S. v. Pierce Auto Lines, 327 U.S. 515 (1946). 

Respecting the second aspect of our order summarized above, the Columbia 
companies also contend that we erred in imposing a condition requiring Tennessee 
to file new Seller’s Option rate schedules to reflect the addition of the new 


1Tr., pp. 19,464-19,471 and 19,512-3. 


*The parties who might properly argue aggrievement by reason of this denial have not 
contested it. 
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facilities authorized herein, and satisfactory to the Commission. Here again, they 
appear to fear a prejudicial influencing of the rate proceedings in Docket No. 
‘G-11980, arguing that Tennessee is there trying to load a disproportionate part 
of the costs of new facilities onto its existing customers, and that Tennessee 
would use the G-—11107 certificate to support its “Seller’s Option rate-making 
‘theory” in G-11980. They contend further that existing Seller’s Option customers 
are not responsible for Tennessee capacity added under G—11107 authorizations, 
arguing that the evidence shows that Tennessee operates its system as an 
integrated, flexible unit and that existing Seller’s Option requirements are 
responsible in only very small part for the additional capacity involved in G—-11107. 
They further argue that if new rate or rate forms are to be prescribed, this 
‘should be undertaken in the pending rate case on the basis of total regulation of 
Tennessee’s rate structure rather than by this “piecemeal” treatment in other 
“collateral” administrative proceedings. 

In our judgment, the imposition of the above-described rate condition is 
reasonably required by the public convenience and necessity under Section 7(e). 
Here too, the issues raised by the rate filing required of Tennessee by this con- 
dition should be considered in relation to the filing required in this docket, not 
some other proceeding. Furthermore, in this regard, the Columbia Companies 
initially requested with respect to Seller’s Option Service that Tennessee “firm 
up” this service to the Columbia Companies by converting it to Contract Demand 
Service. At that time the Columbia Companies knew from Tennessee’s applica- 
tion that additional facilities were needed to continue Seller’s Option Service. 
The Columbia Companies did not then object to Tennessee’s additional facilities, 
waiting until filing their application for rehearing to object thereto. Tennessee 
has now agreed to convert the Seller’s Option Service to the Columbia Companies 
to Contract Demand Service. In these circumstances, there is no valid basis for 
the Columbia Companies opposing the continued consideration of the issues 
respecting this matter in this proceeding. 

Third, as to the Columbia Companies’ contention that we erred in recommending 
to Tennessee that it rationalize certain aspects of its pipeline operations and if 
possible, develop a new and sustainable service for its New England customers in 
lieu of the Peak Service we denied, here again there is no prejudgment of the rate 
proceedings in Tennessee’s rate proceedings in Docket No. G-11980 by this action, 
nor does this recommendation involve “piecemeal” rate regulation in “collateral” 
administrative proceedings. The issues raised by any such certificate filing can 
only be determined after a consideration of such proposal as may be forthcoming 
from Tennessee, on the basis of a record made with respect thereto. The 
Columbia Companies will have full opportunity to be heard in this matter. Rate 
matters presumably would be involved therein, but as a matter of reasonable 
procedure, we cannot hope to determine in one vast, interminable proceeding all 
the issues raised with respect to Tennessee’s extensive and complex system. 

Finally, the Columbia Companies contend in their motion to transfer to Docket 
No. G-11980 any refund issue which we believe may remain in Docket No. G—11107, 
that we erred in directing the presiding examiner to reconvene the hearing and 
determine what refunds, if any, shall be made by Tennessee of rates charged for 
the Peak Service rendered by Tennessee for the 1957-1958 heating season under 
the temporary authorization dated October 14, 1957. Among other particulars, 
they allege error in the claimed implication of our order of which rehearing is 
sought that the 90-cent Peak Service rate may be too high, arguing that “the 
evidence in G-11107 conclusively shows that the unit cost of rendering Peak 
Service to New England is substantially higher than the rate charged therefor 
under the most conservative assumptions ;” and that “Moreover, the record is 
completely barren of any evidence that the cost of Peak Service to New England is 
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below 90 cents per Mcf.” Here too they appear to fear being prejudicially affected 
and “estopped” in Tennessee’s rate proceeding in Docket No. G-11980 by a 
consideration here of this refund issue. Thus they argue that their evidence in 
G-—11980 will show the “gross under-pricing” of the Peak Service by Tennessee and 
the effect thereof on them. And they contend that in allocating costs to the 
various services provided by Tennessee during the refund period, the cost properly 
allocated to peak service on the basis of responsibility is extremely important and 
will substantially affect allocations of cost to other zones and classes of customers. 

These arguments also are without merit and the Columbia Companies’ motion 
should be denied. That portion of our order issued January 28, 1959, at which 
the motion is aimed, contemplates a settlement, it is true. It appears probable, 
however, that from a dollar-and-cents point of view, the result of a settlement 
would be as favorable to the Columbia Companies as they could possibly ask in 
the light of the position they have taken. For they contend that Tennessee’s 
90-cent rate does not cover the cost of the Peak Service; and from this it would 
follow no refund would be owing from Tennessee. On the other hand, Tennessee 
and all of its New England Peak Service customers have, as evidenced by 
Tennessee’s answer filed March 9, 1959, agreed to settle this matter at a 90-cent 
level without prejudice to their several contentions. Tennessee Natural Gas 
Lines, Inc., likewise has stated by letter that it does not propose to “contend for 
any refund.” And staff, in its brief in this matter, has stated that itis“... 
satisfied that the rate level of 90 cents is reasonable for the present.” Certainly, if 
a settlement on such a basis ensues, the Columbia Conipanies cannot be found to 
be prejudiced. However, this event will not be known until the proceedings on 
the reconvened hearing are completed, at which time we can, if needs be, take 
such action as we find appropriate in the circumstances to protect the rights of 
the Columbia Companies or any other parties. 

Nor need such a settlement have the effect of determining the “justness and 
reasonableness” of the rate for this Peak Service under Section 4(e), either from 
the point of view of the rate level, or with respect to the issues of cost of service, 
allocation, and so forth, which enter into such a determination. The settlement 
may properly be limited to a determination that settlement is “appropriate and in 
the public interest,” and may properly be made subject to a finding that “All 
parties reserve all underlying issues of principle that might otherwise be deemed 
to inhere in the statement of proposed settlement,” as exemplified by our order 
approving proposed settlement and requiring refunds issued May 31, 1957, in 
Matter of Northern Natural Gas Company, Docket No. G—2505, 17 F.P.C. 770, 772. 

All the circumstances detailed above sufficiently establish the reasonableness 
and propriety of our providing, in the exercise of the Commission’s procedural 
discretion, for the presiding examiner’s reconvening the hearing in Docket No. 
G-11107, for the purposes set forth in our January 28, 1959 order, and that re- 
quirement we here affirm. 


The Commission further finds: 


The assignments of error and grounds for rehearing contained in the applica- 
tion for rehearing filed on February 27, 1959, by The Manufacturers Light and 
Heat Company, The Ohio Fuel Company, and United Fuel Company herein set 
forth no new facts or principles of law which were not fully considered by the 
Commission when it adopted its above-described order issued January 28, 1959, 
or which having now been considered warrant any change or modification of said 
order. 


The Commission orders: 


(A) The application for rehearing filed on February 27, 1959, by The Manu- 
facturers Light and Heat Company, The Ohio Fuel Company, and United Fuel 
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Company (the Columbia Companies) in the above-entitled proceedings, is hereby 
denied. 

(B) The request of the companies referred to in paragraph (A) hereof for 
oral argument in the above-entitled proceedings is hereby denied. 

(C) The motion filed on February 27, 1959, by the companies referred to in 
paragraph (A) hereof, to transfer the refund issue described above to Docket 
No. G-11980, is hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 


AMERICAN LOUISIANA PIPE LINE COMPANY, G-2306; MICHIGAN WIS- 
CONSIN PIPE LINE COMPANY, G-2327 AND G-9850; NORTHERN NAT- 
URAL GAS COMPANY, G-2399, G-—2460, G-4259, G-4260, G-—4261 AND 
G-12241; EL PASO NATURAL GAS COMPANY, G-12135; PERMIAN BASIN 
PIPELINE COMPANY, G—12242; IRON RANGES NATURAL GAS COM- 
PANY, G-—9648, G-12223 AND G-12217; MIDWESTERN GAS TRANSMIS- 
SION COMPANY, G-9451, G-9452 AND G-9453; TENNESSEE GAS 
TRANSMISSION COMPANY, G-9454 AND G-11107; NATURAL GAS 
PIPELINE COMPANY OF AMERICA, G-—9966 


ORDER GRANTING EXTENSION OF TIME WITHIN WHICH TO FILE SERVICE AGREEMENTS 
AND DENYING REQUESTS FOR WAIVER OF PROVISIONS FOR FILING SELLER'S OPTION 
SERVICE AGREEMENT 

(Issued March 27, 1959) 


By letter filed February 27, 1959, Tennessee Gas Transmission Company (Ten- 
nessee) requested (1) that the Commission extend the 30-day period within which 
Tennessee was directed to file service agreements by paragraph (D) of the 
Commission’s order issued January 28, 1959, in the above-entitled proceedings 
and (2) “* * * that the Commission waive the provisions of Paragraph (D) of 
said Order regarding the filing of a service agreement with New York State 
Natural for Seller’s Option service and permit Tennessee, in lieu thereof, to 
tender said Precedent Agreement to the Commission at the time it is executed 
pending the final execution by Tennessee and New York State Natural of either 
a Gas Sales Contract for Contracted Demand service or a Gas Sales Contract for 
Seller’s Option service, and the filing thereof with the Commission”. 

In support of its first request for an extension of time within which to file 
service agreements, Tennessee states: the service agreements were prepared 
upon receipt of the Commission’s order and mailed to the respective customers 
for execution ; although the service agreements were executed by the customers 
upon receipt thereof, Tennessee did not receive the executed agreements in its 
Houston office in time to have them reproduced for filing with the Commission 
within the time allotted by paragraph (D) of the Commission’s order. There- 
fore, Tennessee requests that it be given an extension of time up to and including 
March 9, 1959, within which to reproduce the service agreements for filing with 
the Commission. 

Tennessee has apparently shown that its first request for an extension of time 
should be granted. However, it is difficult to ascertain just what relief Tennes- 
see is seeking in its second request regarding Seller’s Option Service vis-a-vis 
Contract Demand Service. Paragraph (D) referred only to the filing of service 
agreements with respect to some classes of service which Tennessee had requested 
authorization to render in Docket No. G-11107. In other words, paragraph (D) 
provided that if Tennessee wished to render 20,400,000 Mcf of Seller’s Option 
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Service to New York State Natural Gas Corporation that Tennessee should submit 
a service agreement covering such service within 30 days from the date of issu- 
ance of the Commission’s order. Paragraph (D) made no provision whatever 
in the event Tennessee decided to convert its Seller’s Option Service to Contract 
Demand Service. That eventuality was taken care of by paragraph (E) (i) of 
the Commission’s order which reads as follows: 

“(i) In the event Tennessee chooses to convert its Seller’s Option Service or 
any part thereof to Contract Demand Service, the company shall, within 90 days 
from the date of issuance of this order, file such certificate applications, if any, 
as may be necessary ultimately to enable the rendition of the Contract Demand 
Service resulting from such conversion.” 

As we understand Tennessee’s second request, it is that we waive the require- 
ment in paragraph (D) with respect to the filing of a service agreement for 
Seller’s Option Service because : 

“* * * New York State Natural has asked Tennessee to convert the aforesaid 
quantity of Seller’s Option service into an approximately equivalent quantity of 
natural gas service under Tennessee’s Contracted Demand Rate Schedule CD-5. 
Tennessee is agreeable to that proposal and is at this time negotiating a Prece- 
dent Agreement with New York State Natural which will provide for such con- 
version and service.” 

Since the above-quoted paragraph (E) (i) specifically provides for the even- 
tuality of Tennessee’s conversion of its Seller’s Option Service to Contract 
Demand Service, it does not appear that any waiver of the requirement about 
filing a service agreement for rendering Seller’s Option Service is required, 
because if Tennessee converts its Seller’s Option Service to Contract Demand 
Service, Tennessee will then automatically have to proceed under the require- 
ments of paragraph (E) (i) by making whatever filing is necessary to enable the 
rendition of the Contract Demand Service resulting from the conversion of 
Seller’s Option to Contract Demand Service. 


The Commission finds: 


(1) It is in the public interest and appropriate in carrying out the provisions 
of the Natural Gas Act that the time within which Tennessee was required to 
file service agreements by paragraph (D) of the Commission’s order issued Jan- 
uary 28, 1959, in the above-entitled proceedings be extended so as to include the 
date of March 9, 1959. 

(2) Tennessee has not shown that any necessity exists for waiving the provi- 
sions of paragraph (D) of said order, insofar as it relates to the filing of a service 
agreement with New York State Natural for Seller’s Option Service, since the 
eventuality of Tennessee’s conversion of Seller’s Option Service to Contract 
Demand Service is amply covered by paragraph (E) (i) of the order. 


The Commission orders: 


(A) The time within which Tennessee was required to file service agreements 
by paragraph (D) of the Commission’s order issued January 28, 1959, in the 
above-entitled proceedings, is hereby extended so as to include the date of March 
9, 1959. 

(B) Tennessee’s request for waiver of the provisions of paragraph (D) of said 
order, insofar as it relates to the filing of a service agreement with New York 
State Natural for Seller’s Option Service, is hereby denied. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


ARIZONA PUBLIC SERVICE COMPANY, DOCKET NO. E-6863 
ORDER AUTHORIZING ACQUISITION AND MERGER OR CONSOLIDATION OF FACILITIES 
(Issued March 27, 1959) 


Arizona Public Service Company (Applicant), incorporated under the laws of 
the State of Arizona and doing business in that State, with its principal place of 
business at Phoenix, Arizona, filed an application on January 28, 1959, as sup- 
plemented March 2, 1959, for an order, pursuant to Section 203 of the Federal 
Power Act, authorizing it to acquire and to merge or consolidate with its own 
facilities all of the electric facilities of Verde Electric Cooperative, Inc. (Verde 
Electric), an Arizona corporation, having its principal place of business at 
Cottonwood, Arizona. Applicant requests, alternatively, an order disclaiming 
jurisdiction over the proposed transaction. 

Applicant is engaged in the generation, purchase, transmission, distribution, 
and sale of electric energy and provides electric service to approximately 160,000 
retail customers in 10 of the 14 counties in Arizona, including Yavapai and 
Coconino Counties.’ It serves a large portion of the area now served by Verde 
Electric, and its service area surrounds, for the most part, the service area of 
that cooperative. 

Verde Electric owns and operates about 120 miles of electric distribution lines 
serving approximately 400 customers in the Verde Valley and contiguous territory 
in Yavapai and Coconino Counties. It does not generate any power and owns 
no transmission facilities, but does have a contract for firm hydro power and 
energy with the Arizona Power Authority. However, the amount of power fur- 
nished under that contract is insufficient to satisfy its entire load, and its addi- 
tional energy requirements are purchased from Applicant. All of this energy 
is delivered to Verde Electric by Applicant at three delivery points. 

Applicant represents that after it has acquired Verde Electric’s facilities, there 
will be no change in the use of those facilities, which are now being employed 
to distribute electricity to residential and commercial customers in the Verde 
Valley and adjacent areas. Applicant also states that the proposed transaction 
will not affect any contract for the purchase, sale or interchange of electric 
energy other than terminating Verde Electric’s contract with Applicant for the 
purchase of power and the agreement for receiving delivery of Verde Electric's 
allotment of hydroelectric power and energy from the Arizona Power Authority. 

The application states that the proposed acquisition and merger or consolida- 
tion of facilities will be consistent with the public interest because such will 
result in more reliable and less expensive service to Verde Electric’s customers. 
The acquisition of the facilities by Applicant, a state-wide electric utility, will 
make available additional personnel and resources for the operation and main- 
tenance of an electric system with which Verde Electric has been experiencing 
considerable difficulty in rendering reliable service. Moreover, the substitution 
of Applicant’s rate schedules, now in effect in contiguous areas, for those of Verde 
Electric will produce a substantial reduction in the electric rates presently paid 
by Verde Electric’s customers. 

According to the application, Applicant proposes to acquire all of the assets 
and properties of Verde Electric in consideration of its assumption of 'the total 
of all liabilities of Verde Electric as of the closing date of the proposed trans- 
action, which date will follow shortly the obtaining of the requisite approvals 


1 Applicant also provides gas utility service in six counties of the State. 
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of regulatory authorities. Financial statements filed herein by Applicant indi~ 
cate that Verde Electric’s books as of October 31, 1958, contained assets and lia- 
bilities which were recorded as follows: 





Assets and other debits Liabilities and other credits 





Total electric plant $607,800 | Indebtedness to REA ?2__ 595, 400 
Reserve for depreciation | (132,600)} Current and accrued liabilities. ___.....- 5, 000 

—_———} Customers’ advances for construction. _- 9, 900, 
Electric plant less reserve | 475,200 | Contributions in aid of construction ___- 100. 
Current and accrued assets_-.-........-..-- 41, 900 —_—_—_—__— 
Deferred debits. _........- tei oie tliaioeenea 100 Total liabilities and other credits__- 610, 400 


Total assets and other debits__..... 517, 200 





Based upon the book amounts of Verde Electric’s assets and liabilities as of 
October 31, 1958, recited above,® an acquisition adjustment of $93,200 would 
have been created as of that date by the transaction. Applicant states that the 
aforesaid book amounts, which show the original cost of the electric plant of 
Verde Electric, as of October 31, 1958, to be approximately $607,800, with an 
applicable depreciation reserve of $132,600, are predicated upon a preliminary 
review of the cooperative’s records. These figures, therefore, presently represent 
tentative amounts, pending further investigation of Verde Electric’s financial 
records. 

Written notice of the application has been given to the Arizona Corporation 
Commission and to the Governor of that State. Notice of the application was 
also published in the Federal Register on February 10, 1959 (24 F.R. 992-93), 
stating that any person desiring to be heard or to make any protest with 
reference to the application should on or before February 24, 1959, file with the 
Federal Power Commission, Washington 25, D. C., petitions or protests. No 
petition or protest or request to be heard in opposition to the granting of the 
application has been received. 

By opinion and order issued February 26, 1959, the Arizona Corporation 
Commission authorized Applicant and Verde Electric to consummate the pro- 
posed transaction in the manner as set forth in the recital above. 


The Commission find3: 

(1) Applicant, a corporation, is a public utility within the meaning of 
Section 201 of the Federal Power Act, subject to the jurisdiction of the Com- 
mission as heretofore described and set forth in the Commission’s order issued 
November 14, 1958, In the Matter of Arizona Public Service Company, Docket 
No. E-6844. 

(2) By the proposed transaction, as described above, Applicant will merge 
or consolidate its facilities subject to the jurisdiction of the Commission with 
those of Verde Electric, another person, within the meaning and subject to the 
requirements of Section 203 of the Act. 

(3) The proposed acquisition and the merger or consolidation of the facilities 
of Verde Electric by Applicant with its own facilities, as described above, upon 
the terms and conditions specified in the application and subject to the provi- 
Sions of this order, will be consistent with the public interest as expressed in 
Section 203 of the Act for the reasons as set forth in the recital above. 

(4) The period of public notice given in this matter is reasonable. 


2 Inasmuch as the indebtedness to R. E. A. (Rural Electrification Administration) will be discharged 
concurrently with the transfer of the facilities, Applicant will be required to pay cash in payment thereof. 
*’ Normal business operations may modify somewhat the figures set forth above in tabu- 
lar form between October 31, 1958, and the closing date of the transaction here considered 
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The Commission orders: 





(A) The proposed acquisition and merger or consolidation of the fagilities 
of Verde Electric by Applicant, all as described above, is hereby authorized 
and approved upon the terms and conditions set forth in the application, subject 
to the provisions of this order. 

(B) This authorization is subject to the condition that Applicant shall de- 
termine the original cost and the amount of the reserve for depreciation 
determined to be applicable to the facilities to be acquired by Applicant from 
Verde Electric, as provided in the Commission’s Uniform System of Accounts 
Prescribed for Public Utilities and Licensees, and shall file appropriate journal 
entries based upon such original cost and reserve for depreciation within six 
months from the date of consummation of the transaction herein authorized. 

(C) Applicant shall record the transaction herein authorized and the facili- 
ties and properties described above as provided in the Commission’s Uniform 
System of Aceounts Prescribed for Public Utilities and Licensees, and Applicant 
shall dispose of the electric plant acquisition adjustment resulting from the 
proposed transaction by a debit to Account 271, Earned Surplus. 

(D) This authorization shall expire unless the transaction herein authorized 
is consummated within 90 days from the date of issuance of this order. 

(E) The foregoing authorization is without prejudice to the authority of this | 
Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuations, estimates or determinations of cost, or any matter what- 
soever now pending or which may come before this Commission or any other | 
regulatory body. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 


PUBLIC UTILITY DISTRICT NO. 1 OF CHELAN COUNTY, WASHINGTON, 
PROJECT NO. 2145 


ORDER APPROVING EXHIBIT 
(Issued March 27, 1959) 


Public Utility District No. 1 of Chelan County, Washington, licensee for major 
Project No. 2145, filed a plan showing the location of proposed future navigation 
eanal and lock for such project, designated as follows: 

Exhibit L, Sheet 7 (FPC No. 2145-20) entitled “Proposed Future Navigation 
Canal and Lock”. . 

Article 35 of the license herein required the submission of this plan to show that 
the licensee is allowing “for future construction by the United States of such 
navigation facilities as may be required”. 

The Chief of Engineers, Department of the Army, has approved the exhibit 
insofar as the interests of navigation are concerned. 

The Commission finds: 

(1) The subject exhibit complies with Article 35 of the license for Project 
No. 2145. 

(2) The subject exhibit conforms to the Commission’s rules and regulations and 
should be approved as a part of the license for the project. 

The Commission orders: 

(A) The above described Exhibit L is approved as part of the license for 
Project No. 2145. 

(B) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313(a) of 


the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


SOUTHERN CALIFORNIA EDISON COMPANY, PROJECT NO. 2175 
ORDER ISSUING LICENSE (MAJOR) 


(Issued March 27, 1959) 

















































Application was filed December 21, 1954, by Southern California Edison Com- 
pany, of Los Angeles, California, (Applicant) for a license under the Federal 
Power Act (hereinafter referred to as the Act) for existing Project No. 2175, 
designated as the “Big Creek No. 1 and No. 2 Project”, located on Big Creek, 
tributary to the San Joaquin River, in Fresno, Tulare, and Kern Counties, 
California, and affecting navigable waters and lands of the United States within 
Sierra National Forest, and other lands of the United States. 

According to the application for license, construction of Big Creek Power- 
houses Nos. 1 and 2 and Huntington Lake Reservoir was commenced in 1902 by 
Pacific Light and Power Company. Construction was continued in 1911 by its 
successor Pacific Light and Power Corporation, which completed construction in 
early 1914. The initially planned two generators in Big Creek Powerhouse No. 1, 
of 20,000 horsepower each, were placed in operation on November 8, 1913. The 
first generator in Big Creek Powerhouse No. 2 was placed in operation on De- 
cember 18, 1913, and the second generator on January 11, 1914, each of 20,000 
horsepower. 

The Chief of Engineers, Department of the Army, in reporting on the applica- 
tion, advised that the project has no significant effect on present navigation or on 
flood flows on the San Joaquin River downstream from the Government’s Friant 
Dam and that, therefore, it is not considered necessary to place any restrictions 
in any license issued for the project in the interest of navigation. The tracings 
of Exhibits “J”, “K”, and “L”, filed as part of the application for license, have 
been approved by the Secretary of the Army and Chief of Engineers, Department 
of the Army, insofar as the interest of navigation are concerned. 

An Assistant Secretary of the Interior, in reporting on the application, recom- 
mended for inclusion in any license issued for the project certain special condi- 
tions to assure project operation in harmony with existing contracts between 
the United States, Applicant, and Miller and Lux Incorporated and its associated 
canal companies, and in the interests of recreation and of fish and wildlife con- 
servation—all as hereinafter substantially provided. 

The State of California Department of Fish and Game, in reporting on the 
application, recommended for inclusion in any license issued for the project cer- 
tain special conditions for the protection of fish and wildlife resources substan- 
tially as hereinafter provided. 

An Assistant Secretary of Agriculture, in reporting on the application, advised 
that while the operation of the project has been satisfactory under the stipula- 
tions of a permit issued June 22, 1917 to Applicant by the Department, increased 
multiple demands on the area-use make necessary certain modifications of the 
permit conditions to assure that the project will continue to operate compatibly 
with the protection and utilization of the National Forest involved, and that it 
is the mutual opinion of the California State Department of Fish and G:me, the 
U.S. Fish and Wildlife Service, and the U.S. Forest Service that the recreational 
value of the area would be greatly improved if there were more water in certain 
sections of the stream channels now %eing controlled by the project works. 
Accordingly, the Assistant Secretary recommended for inclusion in any license 
issued for the project certain conditions for the protection of the interests just 
mentioned as hereinafter provided. 


556—-794—63—_29 
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Applicant requests a so-called “fair value” license under the provisions of Sec- 
tion 23 (a) of the Act for a period of 50 years. According to the application for 
license, the project was constructed under: (1) a power permit, issued in 1913 
to Applicant’s predecessor by the Acting Secretary of Agriculture, which permit 
was later supplemented and amended: (2) an easement granted in 1914 by the 
Acting Secretary of Agriculture to Applicant’s predecessor; (3) a final power 
permit issued to Applicant in 1917 by the Secretary of Agriculture, which permit 
was later supplemented; (4) a power permit issued to Applicant’s predecessor 
in 1913 by the Secretary of the Interior, who approved its transfer to Applicant 
in 1917; and (5) several special use permits issued to Applicant by the Forest 
Service and dated from August 20, 1921 through October 26, 1950. 

Major changes and additions to the project works were made by Applicant as 
follows: (i) Huntington Lake Reservoir was raised 35 feet in 1917: (ii) In Big 
Creek Powerhouse No. 1 a third generator, of 22,500 horsepower, was placed in 
service on July 12, 1923, and the fourth unit, of 35,000 horsepower, on June 8, 
1925; (iii) In Big Creek Powerhouse No. 2 a third generator, of 21,456 horse- 
power, was placed in service on February 1, 1921, and the fourth unit, of 25,000 
horsepower, on March 31, 1925. 


The Commission finds: 


(1) The Applicant is a corporation organized under the laws of the State of 
California, and has submitted satisfactory evidence of compliance with the re- 
quirements of all applicable State laws insofar as necessary to effect the purposes 
of a lieense for the project. 

(2) The constructed project consists of: 

(a) All lands constituting the project area and enclosed by the project bound- 
ary or the limits of which are otherwise defined, and/or interest in such lands 
necessary or appropriate for the purposes of the project, whether such lands or 
interest therein are owned or held by the applicant or by the United States; such 
project area and project boundary being more specifically shown and described 
by certain exhibits which formed a part of the application for license and which 
are designated and described as follows: 





Exhibit Dwg. No. FPC No. Described as general map 





J-Sheet No, 1.....-..- | ee nil, Se Ch accnege wen Power Houses No. 1 and No. 2 and 


Huntington Lake. 






J-Sheet No. 2.....--..- ee Eins ccrcnwesss Transmission and Telephone Lines. 
Detail Map 
K-Sheet: 
Nos. 3 and 4.._.__| 540380 and 540381___.| 2175-3 and -4__-.... Huntington Lake. 
TA Ti ieerienipeiiit Pe BIE-Bisavncecs ..-| Power House 1, Tunnel 2. 
WO Wicatciectwsaae WE stncctoucacnds 2175-6_..... Power House 2, Tunnel 2. 
hi a! See EI csicitaengsbacineeia Big Creek Transmission and Tele- 
phone Lines. 
Nos, 8-17 inel-__.--. 540385-540394 inel__..| 2175-8 -17 inel_.... Big Creek Transmission Lines. 


(b) Principal structures consisting of : 

Four arched or straight gravity type concrete dams (Dams Nos. 1, 2,3 and 3A) 
across Big Creek or saddles tributary thereto, varying in heights from 10 feet 
to 159 feet above ground surface; Huntington Lake Reservoir, created by the 
above four dams, having a gross storage capacity of about 89,766 acre-feet; a 
eoncrete arch overflow structure (Dam No. 4) across Big Creek, about 79 feet 
high above streambed, creating a pond of 99 acre-feet gross capacity below the 
tailrace of Big Creek Powerhouse No. 1, from which water is diverted to Big 
Creek Powerhouse No. 2; and three small diversion dams to divert waters of 
Balsam Creek, Eley Creek, and Adit 8 Creek into Adits 3, 6, and 8, respectively, 
of Tunnel No. 2. Two pressure lines (Tunnels Nos. 1 and 2), about 10,350 feet 
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and about 21,760 feet long, respectively, Tunnel No. 1 extending from Huntington 
Lake Reservoir to the head of penstocks at Big Creek Powerhouse No. 1, and 
Tunnel No. 2 extending from the afterbay dam (Dam No. 4) at Big Creek Pow- 
erhouse No. 1 to head of penstocks at Big Creek Powerhouse No. 2; standpipes 
at all penstocks and a surge chamber in Tunnel No. 2; penstocks; three short 
conduits, one each from Balsam Creek, Eley Creek, and Adit 8 Creek diversion 
dams to adits of Tunnel No.2. Big Creek Powerhouse No. 1 with a total installa- 
tion, in four units, of 97,500 horsepower (at 1900 feet effective head) and 66,900 
kilowatts name-plate rating ; Big Creek Powerhouse No. 2 with a total installation 
in four units of 86,456 horsepower (at respective effective heads) and 57,750 
kilowatts name-plate rating ; a switchyard near Big Creek Powerhouse No. 1 and 
two 220 KV circuits connecting the powerhouse and switchyard; a switchyard 
near Big Creek Powerhouse No. 2 and two 220 KV circuits connecting the power- 
house and switchyard; necessary oil circuit breakers and switching and trans- 
former equipment; two 220 KV single circuit transmission lines each approxi- 
mately 144 miles long, one line extending from Big Creek Powerhouse No. 1 
switechrack by way of Vestal Substation switchrack to the switchrack at the 
Magunden Substation, the other line extending from Big Creek Powerhouse No. 1 
switchrack by way of switchracks at Big Creek Powerhouse No. 2, Big Creek 
Powerhouse No. 3, Rector Substation, and Vestal Substation, to the Magunden 
Substation switchrack. Miscellaneous hydraulic, mechanical, and electrical 
appurtenances, structures, and facilities including telephone, control, and power 
circuits, and other project works, all necessary in operation and maintenance of 
the project works. 

—the location, nature, and character of which structures are more specifically 
shown and described by the exhibits hereinbefore cited and by certain other ex- 
hibits which formed a part of the application for license and which are designated 
and described as follows: 












Exhibit L sheet Dwg. No. | FPC No. | Described as general design drawings 








540395 
540396 


2175-18 | Dam No. 1. 
2175-19 | Dam No. 2. 













540397 2175-20 | Dam No. 3. 
540398 2175-21 | Dam No. 3A. 
| 540399 2175-22 | Intake, Tunnel No. 1, Pressure Conduit, and Penstocks- 


Big Creek No. 1. 

































PN i a icnsacacegs | 540400 2175-23 | First Floor Plan-Big Creek No. 1 Powerhouse. 
No. 7... ie | 540401 2175-24 | Basement Plan-Big Creek No. 1 Powerhouse. 
De itwutiodaadead } 540402 | 2175-25 — and Fourth Floor Plans-Big Creek No. 1 Power- 
| | ouse. 
6G dite. atbual 540403 | 2175-26 | Longitudinal Section Through Units-Big Creek No. 1 
| Powerhouse. 
is anncaninntedl 540404 | 2175-27 | Transverse Sections Through Units No. 2 and No. 4-Big 
| | Creek No. 1 Powerhouse. 
MPG Mie etucnsincutania 540405 | 2175-28 | Switchrack-Big Creek No. 1 Powerhouse. 
i We. deaebeasinds --| 540406 2175-29 | Dam No. 4. 
Fy BB a ------| 540407 | 2175-30 | Intake-Tumnel No. 2. 
9 ee = 540408 | 2175-31 | Surge Chawnber, Standpipes, and Penstocks for Big Creek 
| No. 2 Powerhouse. 
SN, Sli duttchieidoeedeibds 540409 | 2175-32 | Balsam, Fley and Adit 8 Creeks Diversions. 
| Sarre Voll 540410 | 2175-33 | First Floor Plan-Big Creek No. 2 Powerhouse. 
BER e di sensanscnine 540411 | 2175-34 | Basement Plan-Big Creek No. 2 Powerhouse. 
eae cent 540412 | 2175-35 | Fourth Floor Plan-Big Creek No. 2 Powerhouse. 
PE Maks akcaenakt 540413 | 2175-36 | Longitudinal Section Through Units-Big Creek No. 2 
; | | _ Powerhouse. 
No. 20. ..... | 540414 2175-37 | Transverse Sections Through Units No. 4 and No. 6-Big 
‘ | | Creek No. 2 Powerhouse. 
| ee 540415 2175-38 | Switchrack-Big Creek No. 2 Powerhouse. 














**M” “General Descriptions of Mechanical 
Dee. 21, 1954. 





, Electrical, and Transmission Equipment” in 5 sheets, filed 








(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
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and to the extent that the inclusion of such property as part of the project is 
approved or acquiesced in by the Commission; also, all riparian or other rights, 
the use or possession of which is necessary or appropriate in the maintenance 
and operation of the project. 

(3) No conflicting application is before the Commission. Public notice has 
been given. 

(4) The issuance of a license for the project, as hereinafter provided, will not 
affect the development of any water resources for public purposes which should 
be undertaken by the United States. 

(5) The project affects navigable waters and lands of the United States 
within Sierra National Forest, and other lands of the United States. 

(6) The issuance of a license for the project will not interfere or be incon- 
sistent with the purposes of any reservation or withdrawal of public lands, or 
with the purposes for which Sierra National Forest was created or acquired. 

(7) The Applicant has submitted satisfactory evidence of its financial ability 
to continue the operation of the project. 

(8) Subject to the terms and conditions hereinafter specified, the project is 
best adapted to a comprehensive plan for improving and developing a waterway 
or waterways for the use or benefit of interstate or foreign commerce, for the 
improvement and utilization of water-power development, and for other beneficial 
public uses, including recreational purposes. 

(9) The installed horsepower capacity of the project hereinafter authorized 
for the purpose of computing the capacity component of the administrative 
annual charges is 166,000 horsepower. The energy generated thereby will con- 
tinue to be used for domestic, commercial, industrial, agricultural, and other 
uses in Applicant’s service areas in the Central and Southern parts of California. 

(10) The amount of annual charges to be paid under the license for the 
purpose of reimbursing the United States for the costs of administration of 
Part I of the Act and for recompensing it for the use, occupancy, and enjoyment 
of its lands, including transmission line rights-of-way, is reasonable as hereinafter 
fixed and specified. 

(11) The transmission facilities described in finding (2) (b) above are part 
of the project within the meaning of Section 3 (11) of the Act, and should be 
included in the license for the project. 

(12) It is desirable to reserve for future Commission determination what 
additional transmission facilities, if any, should be included in this license. 

(13) The exhibits designated and described in finding (2) (a) and (b) above 
conform to the Commission’s rules and regulations and should be approved as 
part of the license for the project. 

(14) Some of the project works having been constructed subsequent to enact- 
ment of the Federal Power Act, and Applicant having failed to file the appli- 
eation for license within a reasonable time prior to the date of expiration of 
the aforementioned 1917 permit issued by the Secretary of Agriculture, Applicant 
has not shown that it is entitled to a license under Section 23 (a) of the Act. 


The Commission orders: 


(A) This license is issued to Southern California Edison Company, of Los 
Angeles, California (hereinafter referred to as the Licensee) under the provisions 
of Section 4 (e) of the Federal Power Act for a period of 50 years, effective as of 
March 1, 1959, for the operation and maintenance of constructed Project No. 
2175, affecting navigable waters and lands of the United States within Sierra 
National Forest and other lands of the United States, subject to the terms and 
conditions of the Act which is incorporated by reference as a part of this license, 
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and subject to such rules and regulations as the Commission has issued or 
prescribed under the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-5, December 15, 1953, entitled “Terms and Conditions of License for 
Constructed Major Project Affecting Navigable Waters and Lands of the United 
States” (17 FPC 110), except for Articles 8, and 14 through 18 thereof, which 
terms and conditions are attached hereto and made a part hereof; Provided, 
however, that the omission, of such excepted articles from the license shall not 
be construed as a waiver of any terms and conditions of the Act, and subject 
to the following special conditions set forth herein as additional articles: 

Article 27. The Licensee shall operate the project in harmony with the con- 
tracts entered into by the Licensee, or its predecessors in interest, with Miller & 
Lux Incorporated relating to the stages of the San Joaquin River at which the 
Licensee may store water of said river, which contracts are dated August 17, 
1906 ; June 14, 1909; February 21, 1916; October 3, 1916; August 16, 1918; April 
27, 1920; November 2, 1922; February 11, 1924; October 7, 1924; December 3, 
1925; April 25, 1928; July 19, 1933; and November 25, 1936, respectively, and 
which are referred to in the contract dated July 27, 1989, between the United 
States, Miller & Lux Incorporated, and Gravelly Ford Canal Company entitled 
“Contract for Purchase of Miller & Lux Water Rights”, as said contracts have 
been supplemented and modified by the contracts entered into by the Licensee 
with the United States and other parties dated June 30, 1949, and April 9, 
1953, relating to Project No. 2017 and Project No. 2086, respectively, and as any 
or all of said contracts of the Licensee may be further amended, supplemented, 
modified, or superseded by subsequent agreement between the Licensee and the 
United States. 

Article 28. The Licensee shall release sufficient water into the section of Big 
Creek below Huntington Lake (Dam 1) throughout the period April 15 through 
December 15 of each year so as to maintain a flow of not less than two (2) 
cubic feet per second as measured at the existing gaging point located approxi- 
mately 0.9 mile below Dam 1: Provided, that the Licensee is permitted to divert 
and recover the amount of its release after said water has reached the SW%4 
of Section 22, T. 8 S., R. 25 E., M.D.B. and M.: Provided further, That the 
diversion and recovery proviso of said water shall be subject to review and 
adjustment by the Commission upon request of Licensee at any time prior to 
December 31, 1960, and after review by the Secretary of the Interior, Secretary 
of Agriculture, and the Director of the California Department of Fish and 
Game: Provided further, That in the event that it shall be determined by the 
California Department of Fish and Game and the Department of the Interior 
that flows existing between Powerhouse No. 1 (Dam 4) and Powerhouse No. 2 
tailwater pool (Dam 5) are insufficient to maintain the fishery in that stretch 
of Big Creek, the Commission may upon the recommendation of the California 
Department of Fish and Game and the Secretary of the Interior require the 
Licensee to maintain a flow of not less than two (2) cubic feet per second, dur- 
ing the period April 15 to December 15, at the head of said tailwater pool at 
Powerhouse No. 2: Provided further, That after not less than ten (10) years of 
operation with such rates of release in force but not later than December 31, 
1980, the fish, wildlife, and recreational requirements for water in the affected 
sections of Big Creek shall be reviewed, and the rates of release shall be adjusted 
by the Commission as found to be required at that time: and Provided further, 
That the required rates of release with such adjustment shall not be greater 
than five (5) cubic feet per second. 

Article 29. The Licensee shall in the interest of recreation make every reason- 
able effort to maintain the water surface of Huntington Lake Reservoir at as 
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high an elevation and with as little fluctuation during the period from May 1 
to September 10 of each year as is consistent with the primary purpose of the 
reservoir and the contracts referred to in Article 27 hereof. 

Article 30. The Licensee shall clear and keep clear to an adequate width lands 
of the United States along open conduits, and shall dispose of all temporary struc- 
tures, unused timber, brush, refuse, or inflammable material resulting from the 
clearing of the lands or from the maintenance or alteration of the project works. 
In addition, all trees along the margins of reservoirs which may die during 
operations of the project shall be removed. The clearing of the lands and the 
disposal of the material shall be done with due diligence and to the satisfaction 
of the authorized representative of the Commission. 

Article 31. The Licensee shall interpose no objection to and shall in no way 
prevent, the use by the agency of the United States having jurisdiction over the 
lands of the United States affected, or by persons or corporations occupying lands 
of the United States under permit, of water for fire suppression from any stream, 
conduit or body of water, natural or artificial, used by the Licensee in the opera- 
tion of the project works covered by the license, or to the use by said parties of 
water for domestic purposes from any stream or body of water, natural or artifi- 
cial, used by the Licensee in the operations of the project works covered by the 
license. 

Article 32. The Licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of adminis- 
tration of Part I of the Act, one (1) cent per horsepower of the installed capacity 
(166,000 horsepower) plus two and one-half (2%) cents per 1,000 kilowatt-hours 
of gross energy generated by the project during each calendar year for which 
the charge is made; 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, exclusive of those used for transmission line right- 
of-way, $4,288.86 ; 

(iii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands for transmission line right-of-way only, $1,799.20. 

Article 33. The Commission expressly reserves the right to determine at a 
later date what additional transmission lines and appurtenant facilities, if any, 
shall be included in this license. 

Article 34. The operations of the Licensee so far as they affect the use, storage, 
and discharge from storage of waters affected by the license, shall at all times 
be controlled by such reasonable rules and regulations as the Commission may 
prescribe for the protection of life, health, and property, and in the interest of 
the fullest practicable conservation and utilization of such waters for power 
purposes and for other beneficial public uses, including recreational purposes ; 
and the Licensee shall release water from the project reservoir at such rate in 
cubie feet per second, or such volume in acre-feet per specified period of time, 
as the Commission may prescribe for the purposes hereinbefore mentioned. 

(C) The exhibits designated and described in finding (2) above are approved 
as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the Act, 
and failure to file such an application shall constitute acceptance of this license. 
In acknowledgment of the acceptance of this license, it shall be signed for the 
Licensee and returned to the Commission within 60 days from the date of issuance 
of this order. 


y 1 
the 


nds 
‘uc- 
the 
‘ks. 
ing 
the 
ion 


vay 
the 
nds 
am, 
ra- 
; of 
tifi- 
the 


ual 


nis- 
city 
urs 
lich 


ney, 
ght- 


ney, 
b 

it a 
ny, 


age, 
mes 
may 
t of 
wer 
ses; 
e in 
ime, 


pved 


iless 
Act, 
nse. 
' the 
ance 


FEDERAL POWER COMMISSION 425 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


GEORGIA POWER COMPANY, PROJECT NO. 2237 
ORDER ISSUING LICENSE (MAJOR) 
(Issued March 27, 1959) 


Application was filed October 4, 1957, by Georgia Power Company of Atlanta, 
Georgia, (Applicant) for a 50-year license from the date of its issuance, under 
the Federal Power Act (hereinafter referred to as the Act) for redevelopment 
of its existing Morgan Falls project on the Chattahoochee River in Fulton and 
Cobb Counties, Georgia, near Roswell, Georgia, about 121% miles upstream from 
the City of Atlanta, Georgia, and about 36 miles downstream from the Buford 
multipurpose project constructed and operated by the Corps of Engineers, United 
States Army. 

The proposed redevelopment consists of adding spiilway piers to the free 
crest spillway and installation of sixteen 8-foot by 40-foot tainter gates, the 
effect of which will be to raise the reservoir 8 feet to provide a storage reservoir 
with an area of 550 acres and a capacity of 3,200 acre-feet of usable storage. 

The proposed redevelopment is at the request of the City of Atlanta to assure 
a sufficient flow of water for proper disposition of sewage by re-regulating flows 
released by Buford Dam and Reservoir operated by the United States and 
located about 48 miles upstream from Atlanta. The City of Atlanta proposes 
under the provisions of a contract between the City and Applicant to pay one- 
half of the cost of the redevelopment in return for re-regulation of flows from 
the Buford project. 

The Secretary of the Army and the Chief of Engineers have approved the 
project structures insofar as the interests of navigation are concerned. In its 
report on the application, the Corps of Engineers advised that Applicant’s 
re-regulation plan would provide minimum flow benefits to the City of Atlanta 
in excess of those provided by the Buford project and is based on utilizing 
reservoir inflows resulting from the present plan of operation of the Buford 
project. The present plan of operation for the Buford Reservoir, the Corps 
points out, was included in the project plan recommended by the Chief of Engi- 
neers and authorized by Congress in the River and Harbor Act approved July 
24, 1946 (60 Stat. 635). 

An Assistant Secretary of the Interior, in reporting on the application, 
recommended for inclusion in any license issued the following special conditions 
in the interests of fish and wildlife resources, recreation, and for archeological 
surveys and salvage: 

1. The Licensee shall operate redeveloped Morgan Falls project in a manner 
to limit drawdown of the reservoir to a maximum of 2.5 feet from top normal 
pool elevation 866 feet. To accomplish this purpose, the Licensee shall work in 
cooperation with the Bureau of Sport Fisheries and Wildlife of the Fish and 
Wildlife Service, and the Georgia Game and Fish Commission, and together 
they shall contact the Corps of Engineers to see what can be done in providing 
adequate regulation of releases from Buford Dam and Reservoir; 

2. The Licensee shall provide tracts of lands, each of two to five acres extent, 
at the locations indicated upon the attached map, for public-use purposes, and 
develop, or arrange for development by local governments or civic organizations, 
each tract of land for public use to include an access road, a boat-launching 
ramp, and other pertinent day-use facilities; and 

8. The Licensee shall provide the University of Georgia with a sum not to 
exceed $2,500 for archeological survey and salvage. 
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In commenting on the Assistant Secretary’s recommended conditions, Appli- 
cant, in letter dated May 7, 1958, advised that to comply with the first condition 
while at the same time re-regulating river flows as desired by the City of 
Atlanta it would be necessary to have additional water released from Buford 
Dam. As to the second condition, Applicant stated that it has consented to the 
development of its own lands within the project boundary for public use pur- 
poses, but does not feel it should be required to acquire additional lands or 
make extensive improvement for purely recreational purposes. In this connec- 
tion, this license as well as other similar licenses, is conditioned upon the 
licensee allowing the public free access to a reasonable extent to the project 
waters and to the adjacent project lands for purpose of full public use of such 
lands and waters for navigation and recreational purposes, including use for 
the construction by others of access roads, wharves, landings, and other facili- 
ties on its lands. As to the third condition, the Commission was. subsequently 
advised that the Applicant and the University of Georgia have made arrange- 
ments satisfactory to the Secretary to carry out the archeological survey and 
salvage. 

In connection with the first special condition requested by the Secretary, the 
North Fulton Businessmen’s Association of Roswell, Georgia, filed on March 10, 
1958 a protest to the granting of any license for the project, primarily on the 
ground that under the proposed method of operation of the project the fluctuation 
of the reservoir water surface would be detrimental to and damage the area adja- 
cent to the power pool of the project, and recommended a 2.5-foot limitation on 
the reservoir drawdown. 

According to House Document No. 300, 80th Congress, 1st Session, the Atlanta 
area in 1965 will need a minimum of 800 cubic feet per second of flow in the 
Chattahoochee River for domestic, industrial and steamelectric condensing pur- 
poses. The minimum daily and minimum monthly flows experienced in the river 
in the past were 422 and 493 feet per second, respectively. The operating plan 
authorized by Congress for the Buford project was designed to provide a minimum 
flow at Atlanta of not less than 600 second-feet including local downstream inflow. 

According to the Corps of Engineers, Buford will be operated as a peaking 
plant with releases greatly in excess of 600 cfs at times. Under these conditions 
the storage space in the Morgan Falls reservoir within the 8-foot drawdown area 
will be utilized under the agreement with the City of Atlanta to re-regulate the 
releases from Buford so as to provide a minimum flow of at least 750 cfs at all 
times at Atlanta and to provide flows in excess of 750 cfs in the Atlanta area in the 
daytime. Thus while the storage in the Buford reservoir is being utilized to 
improve the river flow in the Atlanta area, the 8-foot drawdown in Morgan Falls 
reservoir must be utilized to provide the further re-regulation necessary to meet 
Atlanta’s needs and to increase stages and flows in the interest of navigation. 
For example, the Morgan Falls reservoir will be filled by 8:00 a.m. on Saturday; 
will be gradually drawn down two feet by Monday morning to augment low 
flow releases from Buford ; and will then be drawn down rapidly to the maximum 
of 8 feet by 9:00 p.m. on Monday to provide space to store larger releases from 
Buford resulting from peaking operations there during the ensuing week. 

It is possible that the operating plan for the Buford reservoir will be changed 
or that other conditions may develop during the period of the license which would 
justify some change in the operations of Morgan Falls in the interest of recrea- 
tion. Consequently, this license is conditioned to permit the Commission to 
modify operation at Morgan Falls in the interest of recreation. 

For the reason stated herein the Morgan Falls redevelopment would not be best 
adapted to a comprehensive plan of development for all public purposes if we 
should limit the drawdown of the reservoir to 2.5 feet in the interest of recreation. 
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Commission staff studies show that the proposed redevelopment of the Morgan 
Falls will result in substantial increases in the dependable capacity and average 
annual energy output at that site. The cost of the existing Morgan Falls facilities 
prior to redevelopment is about $1,500,000. The cost of making the redevelopment 
is estimated to be about $900,000. 

After redevelopment there will remain about 50 feet of undeveloped head in 
the Chattahoochee River between Morgan Falls and Buford. Several schemes 
looking toward the development of this head by Applicant, including a further 
redevelopment of Morgan Falls site have been studied, but none is economically 
feasible at this time. 

In our order issued March 5, 1959, 21 F.P.C. 296, granting a license to Georgia 
Power Company for Project No. 2177 on the Chattahoochee River, we found 
that “The Apalachicola and Chattahoochee Rivers from the mouth of the former 
at least up to a point on the latter in the vicinity of Atlanta, Georgia, at about 
river mile 300, are navigable waters of the United States.” River mile 300 is 
approximately 12%, miles downstream from the Morgan Falls site. 


The Commission finds: 


(1) The proposed Morgan Falls redevelopment will be capable of operating 
in such a manner as to affect the navigable capacity of the Chattahoochee River 
in the vicinity of Atlanta and downstream therefrom. 

(2) The construction and operation of the proposed Morgan Falls redevelop- 
ment will affect the interests of interstate or foreign-commerce. 

(3) Applicant is a corporation organized under the laws of the State of Georgia, 
and has submitted satisfactory evidence of compliance with the requirements of 
all applicable State laws insofar as necessary to effect the purposes of a license 
for the project. 

(4) The redeveloped project would consist of : 

(a) All lands constituting the project area and inclosed by the project boundary 
or the limits of which are otherwise defined, and/or interest in such lands 
necessary or appropriate for the purposes of the project, whether such lands or 
interest therein are owned or held by the Licensee or by the United States; such 
project area and project boundary being more specifically shown and described 
by certain exhibits which are to be filed as hereinafter provided. 

(b) A concrete gravity structure with a spillway 680 feet long, surmounted by 
sixteen 8 by 40-foot tainter gates, a non-overflow section 20 feet long, an intake 
section 195 feet long, and two short concrete abutment sections creating a storage 
reservoir with an area of 550 acres and 3,200-acre-feet of usable storage ; a power- 
house with seven 3,300-horsepower horizontal turbines connected to seven 2,400- 
kilowatt horizontal generators; a substation and switching station; 


the location, nature, and character of which are more specifically shown and 
described by certain exhibits which formed part of the application for license and 
which are designated and described as follows: 

Erhibit L: (FPC No. 2237-4) General Plan, Elevation and Typical Sections 
of Dam and Powerhouse; and 

Exhibit M: Two typewritten pages, “General Description of Mechanical, Elec- 
trical and Transmission Equipment” filed in the Commission on October 4, 1957. 

(ce) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with the 
project or any part thereof, whether located on or off the project area, if and to 
the extent that the inclusion of such property as a part of the project is approved 
or acquiesced in by the Commission; also, all riparian or other rights, the use 
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or possession of which is necessary or appropriate in the maintenance and opera- 
tion of the project. 

(5) No conflicting application is before the Commission. Public notice has 
been given. No protests other than the one hereinbefore discussed, or petitions 
to intervene in this proceeding have been received. 

(6) Except for the aforesaid re-regulation of water releases from Buford Dam, 
the redeveloped project will not affect a Government dam, nor will the issuance 
of a license for the project as hereinafter provided affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. 

(7) Applicant has submitted satisfactory evidence of its financial ability to 
undertake the proposed redevelopment. 

(8) The redeveloped project is best adapted to a comprehensive plan for im- 
proving and developing a waterway or waterways for the use or benefit of inter- 
state or foreign commerce, for the improvement and utilization of waterpower 
development, and for other beneficial public uses, including recreational purposes. 

(9) The project is desirable and justified in the public interest for the purpose 
of improving or developing a waterway or waterways for the use or benefit of 
interstate or foreign commerce. 

(10) The installed horsepower capacity of the project hereinafter authorized 
for the purpose of computing the capacity component of the administrative 
annual charges is 22,400 horsepower. The energy generated thereby will be 
distributed through Applicant’s system and sold for public utility purposes. 

(11) The amount of annual charges to be paid under the license for the pur- 
pose of reimbursing the United States for the costs of administration of Part I 
of the Act is reasonable as hereinafter fixed and specified. 

(12) The transmission facilities mentioned in finding (4) above are parts of 
the project within the meaning of Section 3 (11) of the Act and should be 
included in the license for the project as hereinafter provided. 

(13) The exhibits designated and described in finding (4) above conform to 
the Commission’s rules and regulations and should be approved as part of this 
license for the project as hereinafter provided. Exhibits F, J, and K, showing 
the lands within the project boundary and the right of use of those lands for 
project purposes, are not complete and are not approved. Revised Exhibits F, 
J, and K should be filed as hereinafter provided. 


The Commission orders: 


(A) This license is issued to Georgia Power Company, of Atlanta, Georgia, 
(hereinafter referred to as the Licensee) under the provisions of Section 4 (e) 
of the Federal Power Act for a period of 50 years, effective as of March 1, 1959, 
for the construction, operation, and maintenance of the redeveloped Morgan Falls 
Project as hereinbefore described, designated as Project No. 2237, and located on 
the Chattahootchee River, affecting navigable waters of the United States, subject 
to the terms and conditions of the Act which is incorporated by reference as a part 
of this license, and subject to such rules and regulations as the Commission has 
issued or prescribed under the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in Form 
L-4 (December 15, 1953) entitled ‘‘Terms and Conditions of License for Uncon- 
structed Major Project Affecting Navigable Waters of the United States” 
(16 FPC 1284), except for Articles 14, 15, and the last sentence of Article 12, 
which terms and conditions, designated as Articles 1 through 18, are attached 
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hereto and made a part hereof; and subject to the following special conditions 
set forth herein as additional articles: 

Article 19. The Licensee shall pay to the United States the following annual 
charge: 

For the purpose of reimbursing the United States for the cost of administration 
of Part I of the Act one (1) cent per horsepower on the authorized installed 
eapacity (22,400 horsepower) plus two and one-half (2%) cents per 1,000 
kilowatt-hours of gross energy generated during the calendar year for which the 
charge is made. 

Article 20. The Licensee shall file within one year from the time of completion 
of construction of the Morgan Falls redevelopment, Exhibits F, J, and K show- 
ing the lands within the project boundary and right of use of those lands for 
project purposes. Exhibits F, J, and K shall be prepared pursuant to the Com- 
mission’s rules and regulations under the Federal Power Act. 

Article 21. The actual legitimate original cost, estimated where not known, 
and the accrued depreciation of the parts of the project completed prior to the 
effective date of the license shall be determined by the Commission as of such 
effective date, in accordance with the Act, and the rules and regulations of the 
Commission, and such cost less such accrued depreciation, so determined, shall 
be the net investment in the project as of such effective date. 

Article 22. The actual legitimate original cost of the parts of tie project to 
be completed after the effective date of the license, and of any addition to or 
betterment of the project, shall be determined by the Commission in accordance 
with the Act and the rules and regulations of the Commission thereunder. 

Article 23. The Licensee shall commence construction of the Morgan Falls 
redevelopment within one year of the effective date of this license and with due 
diligence prosecute and complete such construction within three years of the 
effective date of this license. 

Article 24. The Licensee shall prior to flooding, clear all lands in the bottom 
and along the margin of the reservoir up to high water level, and shall dispose 
of all temporary structures, unused timber, brush, refuse, or inflammable mate- 
rial resulting from the clearing of the lands or from the construction and main- 
tenance of the project works. In addition, all trees along the margin of the 
reservoir which may die during the operation of the project shall be removed. 
The clearing of the lands and the disposal of the material shall be done with 
due diligence and to the satisfaction of the authorized representative of the 
Commission. 

Article 25. The Licensee shall comply with such reasonable modifications of 
the project structures and operation in the interest of fish and wildlife resources 
and recreation as may be hereafter prescribed by the Commission upon the 
recommendation of the Secretary of the Interior, after notice and opportunity 
for hearing: Provided, however, That any request for modification of project 
structures be filed with the Commission not more than ten months following 
the issuance of this license or within such time thereafter as may be prescribed 
by the Commission upon request made by the Secretary within the ten-month 
period. 

Article 26. The Licensee shall, for the protection of navigation, construct, 
maintain and operate at its own expense such lights and other signals on fixed 
project structures in or over navigable waters of the United States as may be 
directed by the Secretary of the Department in which the Coast Guard is 
operating. 

Article 27. The Licensee shall operate the redeveloped Morgan Falls project 
in accordance with the aforementioned contract dated September 6, 1957 with 
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the City of Atlanta, which contract was included as part of Exhibit H of the 
application for license for the project, subject to further order of the Commission. 

Article 28. After the first twenty (20) years of operation of the project under 
the license, namely, March 1, 1979, six (6) percent per annum shall be the 
specified rate of return on the net investment in the project for determining 
surplus earnings of the project for the establishment and maintenance of 
amortization reserves, pursuant to Section 10(d) of the Act; one-half of the 
project surplus earnings, if any, accumulated after the first twenty years of 
operation under the license, in excess of six (6) percent per annum on the net 
investment, shall be set aside in a project amortization reserve account as of 
the end of each fiscal year, provided that, if and to the extent that there is a 
deficiency of project earnings below six (6) percent per annum for any fiscal 
year or years after the first twenty years of operation under the license, the 
amount of such deficiency shall be deducted from the amount of any surplus 
earnings accumulated thereafter until absorbed, and one-half of the remaining 
surplus earnings, if any, thus cumulatively computed, shall be set aside in the 
project amortization reserve account; and the amounts thus established in the 
project amortization reserve account shall be maintained therein until further 
order of the Commission. 

(C) The exhibits designated and described in finding (4) above are approved 
as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgment of the acceptance of this license it shall be signed 
for the Licensee and returned to the Commission within 60 days from the date 
of issuance of this order. 


HOUSTON NATURAL GAS PRODUCTION COMPANY, DOCKET NOS. 
G-3664, G-9045, G-9046 


ORDER ADOPTING DECISION OF PRESIDING EXAMINER 
(Issued March 30, 1959) * 


Syllabus 


1. Natural gas does not become subject to Federal regulation as being in inter- 
state commerce, merely because part of its transportation occurs in a 
commingled state with gas being transported in interstate commerce, when 
the intrastate gas is separated from the gas stream in the main line and is 
metered before any portion of the gas stream has left the state. P. 436. 

2. Under Texas Gas’ contract with Houston, production resulting from reworking 
a well to a different sand or horizon constitutes new production, where the 
sand was for the first time encountered on reworking. P. 437. 

3. Commission issues certificates under Section 7 of the Natural Gas Act to 
Houston, and dismisses Houston’s applications in other dockets. P. 439. 

Commissioner Hussey not participating. 


Milton K. Eckert and Grover B. Cobb for Houston Natural Gas Production Co. 


William L. Brunner and Robert L. Russell for the staff of the Federal Power 
Commission. 


*Initial decision appears on p. 431. 
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Before Commissioners: Jerome K. Kuydendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


ORDER ADOPTING DECISION OF PRESIDING EXAMINER 
(Issued March 30, 1959) 


On November 24, 1958, the presiding examiner issued a decision herein under 
Section 7 of the Natural Gas Act granting a certificate of public convenience and 
necessity to Houston Natural Gas Production Company (Houston) in Docket 
No. G-9046, and dismissing Houston’s applications in Docket Nos. G-3664 and 
G-9045 for want of jurisdiction. No exceptions have been filed to the presiding 
examiner's decision by any party to the proceeding. The Commission, however, 
on December 17, 1958, initiated review of the presiding examiner’s decision in 
accordance with Section 1.30(d) (2) of the Commission’s Rules of Practice and 
Procedure. 

The Commission finds: 


Upon consideration of the entire record in this proceeding, including the oral 
and documentary evidence adduced, the briefs filed and the decision of the 


presiding examiner, said decision should be adopted as the decision of the 
Commission. 


The Commission orders: 


The decision of the presiding examiner issued herein on November 24, 1958, is 
hereby adopted and shall become effective as the decision of the Commission as of 
the date of issuance of this order. 


DECISION 
UPON APPLICATION FOR A CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued November 24, 1958) 


SIMPSON, PRESIDING EXAMINER: The proceedings arise under the 
certificate and abandonment provisions of Section 7 of the Natural Gas Act (Act) 
and the corresponding provisions of the Commission’s Regulations under the 
Natural Gas Act." 

On September 29, 1954, McCarthy Oil & Gas Corporation (McCarthy Oil) filed 
an application for a certificate of public convenience and necessity in Docket No. 
G-3664 authorizing the sale of natural gas pursuant to a contract dated June 1, 
1954, between McCarthy Oil, as seller, and Texas Gas Corporation (Texas Gas), 
as buyer, and pertaining to gas produced by McCarthy Oil from leases situated 
in the Jackson Pasture Field, Chambers County, Texas, and the North Big Hill, 
North Stowell and West Beaumont Fields, Jefferson County, Texas (Texas Gas 
contract). 

On December 29, 1954, in Docket No. G-3606, the Commission issued a certifi- 
cate of public convenience and necessity authorizing a sale by McCarthy Oil to 
Texas Gas Pipe Line Corporation (Texas Pipe), a subsidiary of Texas Gas, of 
natural gas from leases in the Big Hill Field, Jefferson County, Texas, under a 
similar contract likewise dated June 1, 1954 (Texas Pipe contract). 


2 As to the Regulations, the Application in G--9045 for approval of termination of cer- 
tain deliveries from the then McCarthy Oil’s C. E. Byrnes No. 1 Well, North Big Hill Field, 
Jefferson County, Texas, was filed under Section 157.28, thereof, as amended by order No. 


174-B issued December 17, 1954; viz., Section 157.30 of the Regulations in effect as of 
June 30, 1958. 
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On June 16, 1955, McCarthy Oil filed an application in Docket No. G—9045 
for permission and approval to partially abandon service to Texas Gas by dis- 
continuing deliveries of gas from McCarthy Oil’s C. E. Byrnes lease No. 1 Well? 
in the North Big Hill Field under the Texas Gas contract, supra. This applica- 
tion assumes the Commission’s cognizance of the application in Docket No. 
G-3664, supra. 

Also on June 16, 1955, McCarthy Oil filed an application for a certificate of 
public convenience and necessity in Docket No. G—9046 seeking authorization to 
sell and deliver its interest in the gas produced from Byrne lease to Texas Pipe 
pursuant to the terms of its Texas Pipe contract.* 

Subsequently (January 18, 1956), the Secretary issued “Notice of Applica- 
tions and Date of Hearing”, pertaining to the above pending filings, which di- 
rected that these related matters be heard on a consolidated record. Thereafter, 
upon several requests filed by participants subsequent to the aforesaid Notice, 
various notices of postponement were issued by the Secretary or Acting Secretary 
and in accordance with that last entered May 14, 1958, and upon appropriate 
publication and service of Notice, these proceedings came on for hearing and 
were duly heard commencing June 19, 1958, concluding, after necessary recesses, 
on September 17, 1958. No parties intervened. 

Meanwhile, on June 26, 1957, a joint application was filed by McCarthy Oil, 
The Equitable Life Assurance Society of the United States (Equitable), and 
Houston Natural Gas Production Company (Houston) to substitute Houston 
and Equitable as Applicants in place of McCarthy Oil in the proceedings in 
Docket Nos. G-3664, G-9045 and G—9046, and the latter were duly accepted as 
successors in interest and substitute Applicants in lieu of McCarthy Oil (Sec- 
retary’s “Notice Setting Date for Consolidated Hearing” dated December 12, 
1957). Subsequently, on January 13, 1958, joint motions were filed by Equitable 
and Houston moving the entry of an order permitting the withdrawal of 
Equitable as a party in these dockets on the ground that Equitable no longer 
had any interest in any matter the subject of these proceedings. By the Sec- 
retary’s letter of February 12, 1958, and by direction of the Commission, the 
parties were advised that Equitable was no longer considered an applicant in 
these dockets. 

Briefs were filed by the Applicant and by Staff Counsel, Applicant’s final brief 
being due October 29, 1958. 


THE ISSUES 


The basic issues with respect to matters arising under an application for 
permission and approval of the Commission to abandon service (Docket No. 
G-9045) are those prescribed by Section 7(b) of the Act. In this connection, 
in order to grant the permission and approval, it must be found that the avail- 
able supply of natural gas is depleted to the extent that the continuance of 
service is unwarranted, or that the present or future public convenience or 
necessity permit such abandonment. First, however, Houston orally raises the 
question of jurisdiction with respect to Docket Nos. G-3664 and G-9045 and it 
must be determined at the outset whether the service proposed under the terms 
of the application in G-3664, involves sale in interstate commerce of natural 
gas for resale for ultimate public consumption within the meaning of the 
language of the Section of the Act which confers jurisdiction (viz., Section 


2 Hereinafter sometimes referred to simply as the Byrne lease. 
%The volume of the Byrne lease gas here involved constitutes only some 8.57% of the 
total gas sold Texas Gas under its aforesaid contract with McCarthy Oil. 
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1(b) )—if the finding on this issue is negative the application in these two dockets 
must be dismissed. 

The basic issues with respect to matters arising under an application for a 
certificate of public convenience and necessity (Docket Nos. G-3664 and G—9046) 
are those prescribed by Section 7(c) of the Act, and hence, aside from the 
jurisdictional issue, for the certificate and its authorization to issue, it must be 
found: (1) that the Applicant is able and willing properly to do the acts and 
to perform the service proposed and to conform to the provisions of the Act and 
the requirements, rules, and regulations of the Commission thereunder, and (2) 
that the proposed service, sale, or operation to the extent authorized by the 
certificate, is or will be required by the present or future public convenience and 
necessity ; otherwise the application shall be denied. 


CONTENTIONS 
Applicant 


The Applicant, Houston, acquired the properties and files of McCarthy Oil 
in September 1957. After examination and investigation, Houston takes a posi- 
tion as to the jurisdiction of the Commission in Docket Nos. G-—3664 and G—9045 
that differs from that assumed by its predecessor and original Applicant, 
McCarthy Oil. 

Houston alleges, in substance, orally and in its brief, that while gas sold by 
it to Texas Gas is commingled during gathering and processing by Texas Gas 
with that belonging to or purchased from others a volume equivalent to that 
so sold by Houston flows from Texas Gas’ processing plant into the latiter’s 
local service (intrastate) facilities, for ultimate consumption within the State 
of Texas;* that although a part of the gas commingled in gathering or at the 
processing plant is transported, delivered and sold in interstate commerce to 
others for resale, the contracts related to such transportation and sale specif- 
ically dedicate certain lease interests, production and field purchases to their 
performance; and, finally that its contract with Texas Gas in this case is not 
formally dedicated to the performance of any other contract. 

Houston therefore contends, in brief, that the volumes of gas sold by it which 
constitute the subject matter of the applications in Docket Nos. G-—3664 and 
G-9045 are, in effect, transported and sold only in intrastate commerce; that 
filing of the applications by the predecessor, McCarthy Oil, for certificates in 
these dockets, respectively, was in error; that the only matter properly pend- 
ing before the Commission is Houston’s application in Docket No. G—9046 
relating to future sales in interstate commerce of gas produced from the Byrne 
lease; and that the evidence adduced in these proceedings requires that a cer- 
tificate issue authorizing Houston’s proposed service to Texas Pipe. 

Staff Counsel is of the view that authorization sought in the applications filed 
in Docket Nos. G-—3664 and G—9045 are not subject to the jurisdiction of the 
Commission and that these applications should therefore be dismissed, and 
proposes that a certificate of public convenience and necessity issue in Docket 
No. G—9046 authorizing the sale to Texas Pipe. 


THE EVIDENCE 
Jurisdiction 


Admittedly Texas Gas is a natural gas company subject to the jurisdiction of 
the Commission, within the meaning of the Act, and is engaged in interstate as 


*Houston makes similar allegations in the premises with respect to previous sales by 
McCarthy Oil as its predecessor. 
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well as intrastate activities,’ and, likewise admittedly, Houston is a natural gas 
company with respect to its sales under the Texas Pipe contract.° 

The intrastate or local service of Texas Gas includes sales of natural gas to 
various industries located principally in the Beaumont-Port Arthur, Texas area 
(Area). These in turn include certain sales made to the Magnolia refinery and 
Gulf States Utilities Company, respectively, near Beaumont, Texas, and to the 
Pure Oil refinery, Neches Butane Rubber Products Company and the Olin 
Mathieson Chemical Company in that part of the Area which lies toward Port 
Arthur.’ Texas Gas also sells natural gas within the State of Texas to a new 
sulphur plant in the vicinity of Fannett, between Texas Gas’ processing plant at 
Winnie, Texas (Winnie plant), and Beaumont, and delivers at the tailgate of 
the Winnie plant a volume of gas equivalent to that delivered to it upstream by 
Pan American Gas Company (Pan Am) for processing, which latter is then 
transported by Pan Am’s own facilities across Galveston Bay to Texas City, 
Texas. These several transactions illustrate the nature of Texas Gas’ local 
service. 

Texas Gas’ interstate services include a sale to Texas Eastern Transmission 
Corporation (Texas Eastern), certificated in Docket No. G—8048; a sale to 
Tennessee Gas Transmission Company from the New Ulm Field, Austin County, 
Texas, certificated in Docket No. G-9527; and transportation of natural gas 
under a transportation agreement with Texas Eastern, certificated in Docket No. 
G-8107, Sun Oil Company, certificated in Docket No. G-8108, and Phillips Petro- 
leum Company, certificated in Docket No. G-8109 for deiivery to Texas Eastern, 
as well as transportation under the agreement with Texas Pipe certificated in 
Docket No. G—2935. All of the interstate sales and transportation activities of 
Texas Gas rest upon specific gas supply contracts dedicated to the performance of 
these activities. In relation to the foregoing sale to Texas Eastern, Texas Gas 
receives gas from sellers in some five fields in Chambers, Jefferson, and Orange 
Counties, Texas, including the Big Hill Field all of which contracts are specifi- 
eally dedicated to the sale to Texas Eastern; and in relation to the foregoing 
transportation for Texas Pipe, Texas Gas picks up wellhead gas purchased by 
Texas Pipe from producers, and gathers it to its Winnie plant, where it is min- 
gled with other gas and is cleaned and processed. After processing, a volume of 
natural gas equivalent to that so purchased by Texas Pipe is then transported 
and delivered by Texas Gas to the former at a point of interconnection in Orange 
County, Texas, for subsequent transmission, sale and delivery by Texas Pipe to 
Transcontinental Gas Pipe Line Corporation (Transco) in Louisiana (See Docket 
No. G-2405—Texas Pipe, and G-2406—Transco). While in the instance of both 
the Texas Gas and Texas Pipe interstate contracts certain lease interests or field 
purchase contracts are identified and dedicated to the performance of the service, 
notably the Texas Gas contract with Houston (relating to production from four 
fields including North Big Hill) is in no way identified in or under any of Texas 
Gas’ interstate service agreements. 

It is apparent from the foregoing that the volume of Houston’s production 
from the North Bill Hill, North Stowell, West Beaumont and Jackson Pasture 


5So found in the Commission’s order in Matters of Teras Gas Pipe Line Corporation, 
et al., Docket Nos. G—2405, etc., issued December 29, 1954, 13 FPC 1653. 

The predecessor McCarthy Oil so found with respect to sales under the Texas Pipe 
contract in Docket No. G-3606, consolidated with the proceedings in Matters of Texas Gas 
Pipe Line Corporation, et al., Docket Nos. G—2405, etc., supra. 

7™Thus on an average daily basis: to the Magnolia refinery 45,000 Mcf; to Gulf States 
Utilities Company 19,000 Mcf; to the Pure Oil refinery 10,000 Mcf; to Neches Butane 
Products Company 50,000-53,000 Mcf; and to others the total of some 10.000 Mcf— 
taken largely from the commingled quantity of natural gas available at Winnie. Texas 
Pipe delivers between 48,000 to 53,000 Mcf per day to Transco in Louisiana. 
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fields sold Texas Gas under Houston’s Texas Gas contract is not contractually 
committed in any degree to interstate commerce; and that by the same token the 
volume of gas produced from the Byrne lease No. 1 Well in the North Big Hill 
Field is not so committed. 

Texas Gas owns and operates various low and high pressure gathering lines 
converging principally upon its Winnie, Texas, processing plant, from a number 
of fields, including Jackson Pasture, Mayes, Whites Lake, Caplen, Willow Slough, 
Oyster Bayou, Seabreeze, Fig Ridge, West Hampshire, Nome, Winnie, North 
Winnie, Stowell, Big Hill, North Big Hill, LaBelle and East Fannett fields.’ It 
also owns and operates various high pressure gas transmission pipe lines leading 
from the Winnie plant: (1) to Beaumont via Fannett and Cheek, Texas, (2) to 
the Nederland, Texas, area via the Port Arthur area, Texas, with (3) a Beaumont- 
Nederland cross-connection; and (4) extensions from each of the two areas to 
the North Port Neches and the Port Neches fields, respectively, where two 
separate connections are made with the transmission facilities of Texas Pipe 
which here consist of a single line to the Orange area, Texas, and thence to a 
point of delivery to Transco in Louisiana.’ All of the foregoing fields, together 
with the plant and pipeline facilities of Texas Gas are located wholly within the 
State of Texas. 

The gas from the fields covered by the Texas Gas contract, including some 
500 Mcf per day or less from the Byrne lease, is metered by Houston and 
delivered to Texas Gas in the fields. Upstream of the processing plant Texas 
Gas’ pipeline facilities are not constructed and operated, generally, so as to permit 
of the segregation of gas gathered by Texas Gas for interstate sale or transporta- 
tion from that gathered and sold for consumption within the State of Texas, and 
it is only after the commingling, cleaning, and processing at Winnie that 
segregation is possible.” 

Texas Gas meters its deliveries of natural gas to industrial customers and 
others. It can and does separately account volume-wise for the gas processed 
and used in interstate service on the one hand and in intrastate service on the 
other. Thus the gas sold by Houston to Texas Gas under the contract of June 1, 
1954, is accounted for by Texas Gas as sold through its separate intrastate 
facilities for ultimate consumption within Texas. 

On the foregoing premises Texas Gas limits its determination of costs to be 
applied to its interstate sales or service to those costs which are related only to 
supply contracts specifically dedicated to interstate sales or services, and con- 
sistently considers the remaining contracts, though not formally dedicated, as 
related only to its intrastate service. 

Without the certificate here requested authorizing Houston to sell the Byrne 
lease gas to Texas Pipe, Texas Gas would continue to treat this gas as a part of 
the supply available to its industrial customers in the Beaumont area. 

It is apparent that none of the volume of gas produced from any of the four 
fields embraced in the Texas Gas contract including the Byrne lease, becomes. 
committed to interstate commerce by intent of the parties or otherwise in either 
the course of gathering, or processing, or transmission and sale, and the in- 
ference to be drawn from the evidence clearly is that all of this gas is separated’ 
volume-wise from gas dedicated to interstate service and is separately metered 
before any portion of any gas stream from the Winnie plant has left the State. 


® Field service or gathering lines appear on Houston’s Exh. No. 1 which is a map of 
Texas Gas’ pipe line system as of December 3, 1956. Other indicated field connections 
do not apparently lead to the Winnie plant but connect with the Texas Gas downstream 
transmission system. 

® The connection at the Port Neches Field is closed off. 

2 Gas in the low-pressure casinghead system is not commingled. 
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The decision of the Court in North Dakota, et al., v. Federal Power Commis- 
sion, 247 Fed. 2d 173 (C.A. 8, 1957), is dispositive of the issue of jurisdiction in 
these proceedings. There the question of jurisdiction first arose in proceedings 
before the Commission (16 FPC 401, 415) wherein the Commission issued certain 
certificates of public convenience and necessity to Montana-Dakota Utilities 
Company, (Montana-Dakota), Signal Oil and Gas Company (Signal), and 
Amerada Petroleum Corporation (Amerada), but refused to assert certificate 
jurisdiction over certain other sales made by Signal and Amerada to Montana- 
Dakota, contrary to the urging of the North Dakota Commission. The grounds 
for refusal were sustained by the Court, and the case is authority for the prin- 
ciple that natural gas produced, transported, and sold for immediate consump- 
tion solely within the State does not become subject to Federal regulation under 
the Act as being in interstate commerce merely because part of its transportation 
occurs in a commingled state with gas being transported in interstate commerce 
when the intrastate gas is separated from the gas stream even in the main line 
and is metered before any portion of the gas stream has left the state. There 
of course the identity of sources of the intrastate gas was not in question, but 
any such question is in effect also eliminated here by the fact that the sources 
of volumes of gas used by Texas Gas in interstate service is specified in each 
of the wholesale or transportation contracts on which the interstate service rests. 

Therefore, the conclusion is that jurisdiction does not lie under the Act to 
issue a certificate in Docket No. G-3664 to authorize the sale of natural gas by 
Houston to Texas Gas under the Texas Gas contract, for the sale is not a sale 
of natural gas in interstate commerce. The conclusion also controls with respect 
to the approval originally sought in Docket No. G-9045 to partially abandon 
service by discontinuing deliveries of natural gas produced from the Byrne 
lease in the North Big Hill field to Texas Gas. Thus the applications in Docket 
Nos. G-—3664 and G-9045 must be dismissed for want of jurisdiction, as herein- 
after provided in the order which is a part of this decision. 

On the other hand the sale of natural gas proposed by Houston to Texas Pipe 
in Docket No. G-9046 will be made for the purpose of the further transportation 
and sale thereof by Texas Pipe to Transco in Louisiana with subsequent trans- 
portation and sale for resale by Transco in interstate commerce. 

Therefore, the sale of natural gas proposed by Houston as hereinabove set 
forth, and as more fully described in the subject application in Docket No. 
G-9046, will be for a sale in interstate commerce for resale for ultimate public 
consumption, subject to the jurisdiction of the Commission, and such sale to- 
gether with the construction and operation by Houston of any facilities neces- 
sary therefor, are subject to the requirements of Sub-sections (c) and (e) of 
Section 7 of the Act. 


The Certificate Application, Docket No. G-9046 
The dedication option under the Texas Gas contract 


McCarthy Oil owned two producing leases in the North Big Hill area, 
Jefferson County, Texas, including the Byrne lease, and in 1949 or 1950 as one of 
two joint owners, completed a well on the lease which produced an average 
daily volume of some 5,000 Mcf of natural gas, together with distillate. 

The contract covering this production, executed January 12, 1949, by and 
between McCarthy Oil and its affiliate McCarthy Chemical Company (McCarthy 
Chemical) was an immediate predecessor to the Texas Gas contract. The 1949 
contract provided for a price of gas of 3%4¢ per Mcf, including the gas produced 
from the Byrne lease. By 1952 McCarthy Oil made further discoveries of natural 
gas, particularly in the Big Hill and South Mayes, Texas, fields, and nego- 
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tiations were then commenced with Texas Gas, successor to McCarthy Chemical, 
with respect to these newly discovered gas reserves as well as a revision of the 
1949 contract to adjust the 314¢ price and to clarify other provisions about which 
some doubt had been entertained by Texas Gas.” 

McCarthy Oil proposed to bring under the terms of one new agreement all of 
the producing properties that would be concerned with sales to Texas Gas, in- 
cluding the new discoveries in the Big Hill and South Mayes fields. Texas Gas 
refused this proposal, but by mutual concessions agreed upon after prolonged 
arm’s length negotiations a new contract was entered into by and between 
McCarthy Oil and Texas Gas’ subsidiary Texas Pipe pertaining to newly dis- 
covered gas in the Big Hill area (Texas Gas contract) and the 1949 Texas Gas 
contract was also revised and re-executed June 1, 1954 to provide in part for an 
an increase in price from 31%4¢ to 7¢ per Mcf.* In this revised contract a para- 
graph (Art. IV(d)) provides to the effect that certain of the leases specified 
therein by McCarthy Oil including the Byrne lease were dedicated with the 
express understanding that if at any time a well should be completed on any 
of those leases in any sand other than one then producing McCarthy Oil would 
have the right to offer to dedicate the production from the new sand either 
under any other gas purchase contract then in effect between McCarthy Oil 
and Texas Gas or under any contract between McCarthy Oil and any subsidiary 
company of Texas Gas such as Texas Pipe. 

Meanwhile production from the Byrne lease had declined and by late May 1954 
bad practically ceased. Thereafter, in July 1954, on the basis of a completed 
work-over of the Byrne No. 1 Well, McCarthy Oil filed an application with the 
Railroad Commission of Texas to change production on the Byrne lease from 
the Marginulina to the Frio No. 1 sand located at a production interval some 333’ 
lower than the original Marginulina interval of 8108’ to 8120’. 

Subsequently, on January 20, 1955, McCarthy Oil advised both Texas Gas and 
Texas Pipe in writing that it claimed the right under the Texas Gas contract to 
offer and did offer the gas from the reworked Byrne well to the subsidiary Texas 
Pipe for delivery under the terms of the Texas Pipe contract covering production 
from the Big Hill Area, Jefferson County, Texas, and containing a price provision 
of 13¢ per Mcf plus escalations (Item A). By telegram of March 22, 1955, Texas 
Pipe elected to accept the dedication by McCarthy Oil of gas from the new sand, 
subject to the securing of requisite governmental authorizations. 

In 1957 Houston succeeded McCarthy Oil as seller under both the Texas Gas 
and the Texas Pipe contracts. 

The Texas Pipe contract is dedicated by Texas Pipe to the support of a gas 
sales contract, between it and Transco certificated by the Commission in Docket 
No. G—2405. On a volume-wise basis the gas to be sold by Houston to Texas Pipe 
from the Byrne lease will be resold by the latter to Transco under the same 
contract (G—2405) up to an average quantity of some 500 Mcf or less per day. 

In its construction of Article IV(d) of its contract with Houston, Texas Gas 
appears to accept the general view expressed by one of the witnesses testifying 
in these proceedings on behalf of Houston that production resulting from rework- 
ing a well to a different sand or horizon constitutes new production where the 
sand was for the first time encountered on reworking, as was this case. 


“In connection with the price adjustment McCarthy Oil was having difficulty with 
royalty owners because of rising prices for natural gas produced in the area. 

142A second contemporaneous contract by and between McCarthy Oil and Texas Pipe 
applicable to the newly discovered reserves in the South Mayes area is not directly in- 
volved in Houston’s presentation in these proceedings. 
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So far as relevant to the issues in this proceeding the evidence received herein 
offers no grounds for rejecting this interpretation of Article IV(d) of Texas Gas 
contract. 


Use of the Byrne Lease Gas and Facilities for Its Delivery 


Deliveries from the Byrne lease in the North Big Hill Field, by becoming 
volume-wise a portion of the gas dedicated by Texas Pipe to its contract with 
Transco, serve to increase the reserves for the service to Transco. 

Texas Gas possesses sufficient capacity in its existing system connecting with 
the facilities of Texas Pipe to deliver to the latter an additional volume equal to 
that produced by Houston from the Byrne lease. Neither Houston nor Texas Pipe 
will have to construct additional facilities in connection with this change in 
deliveries, which in fact will constitute only a relatively minor part of total 
deliveries by Texas Gas to Texas Pipe and by the latter to Transco. 

Houston’s witness testified that in the instance of three contracts entered into 
in 1954 (April, May and August) between Texas Pipe and other producers in the 
Big Hill area the price basis was the same as that provided in the Texas Pipe con- 
tract; and that in the instance of three 1957 contracts entered into by other 
producers and pipeline purchasers including Texas Pipe in other fields served by 
Texas Gas’ system the initial price varied from 13¢ to 14.4¢ per Mcf. 

The vice-president of Texas Gas in charge of gas supply since 1955, and previ- 
ously in charge of the gas contracts division of Texas Gas, testified that as of 
1954 the competitive price level established in the area involved in the Texas Gas 
and the Texas Pipe contracts herein ranged from approximately 10¢ per Mcf to 
13¢ per Mef. 

Aside from the foregoing price data and whatever effect is to be accorded the 
point made by Houston that the prices provided in the Texas Gas contract of 7¢ 
per Mcf and in the Texas Pipe contract of 13¢ per Mcf were negotiated and in 
effect prior to June 7, 1954, the date of the decision in Phillips Petroleum Co. v. 
Wisconsin, 347 U.S. 672, (1954), if the certificate be granted in Docket No. G—9046, 
the 13¢ price that will become applicable to the Byrne production under the Texas 
Pipe contract will have no financial impact in sales to Transco and will not trigger 
or affect the price pattern or rate structure heretofore established in fields served 
by the Texas Gas contract or in the Texas Railroad Commission’s District No. 3, 
as the Byrne production will go under a contract with Texas Pipe that has been 
in existence over four years and will then be sold to Transco at a rate (17¢) fixed 
also under a pre-existing contract. 


Further Findings and Conclusions 


On all the evidence of record in this proceeding it is further found and con- 
cluded that: 

(1) The sale of natural gas by Houston to Texas Pipe (Docket No. G-9046), 
together with the construction and operation of any facilities necessary there- 
for, subject to the jurisdiction of the Commission, is required by the public 
convenience and necessity, and a certificate therefor should be issued as here- 
inafter ordered and conditioned. 

(2) Houston is able and willing properly to do the acts and to perform the 
service proposed to Texas Pipe and to conform to the provisions of the Act and 
the requirements, rules and regulations of the Commission thereunder. 


ORDER 


Upon consideration of the record herein, the contentions and briefs of counsel, 
and for the reasons and upon the findings and conclusions set forth in the fore- 
going portions of this decision, of which this order is a part, 
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IT IS BY THESE PRESENTS ORDERED, subject to review by the Commis- 
sion on appeal, or on its own motion, as provided by its Rules of Practice and 
Procedure, that: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued to Houston in Docket No. G-9046, upon the terms and conditions 
of this order authorizing the sale of natural gas in interstate commerce for 
resale, together with the construction and operation of any facilities used for 
such sale of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as hereinbefore described and as more fully described in the 
application filed in this proceeding in said Docket. 

(B) The certificate herein issued is not transferable and shall be effective 
only so long as Houston continues the acts or operations hereby authorized, in 
accordance with the provisions of the Act and the applicable Rules and Regula- 
tion of the Commission thereunder. 

(C) The grant of the certificate herein shall not be construed as a waiver of 
either the requirements of Section 4 of the Act or of Section 154 of the Commis- 
sion’s Rules and Regulations thereunder requiring the filing of a rate schedule 
for the service herein authorized ; is without prejudice to any findings or orders 
which have been or may hereafter be made by this Commission in any proceeding 
now pending or hereafter instituted by or against Houston; and shall not fore- 
close or prejudice any future proceedings or objection relating to the operation 
of any price or related provision in the gas purchase contracts herein involved. 

(D) The applications of Houston in Docket Nos. G-3664 and G—9045 be, and 
the same are hereby dismissed. 

Ewine G. SIMPSON, 
Presiding Examiner. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, and Arthur Kline. 


SALINA F. HILL, PROJECT NO. 945 
ORDER ISSUING NEW LICENSE (MINOR) 
(Issued March 31, 1959) 


Application was filed November 25, 1958, by Salina F. Hill, of Government 
Camp, Oregon, for a new license under the Federal Power Act (hereinafter re- 
ferred to as the Act) for constructed minor Project No. 945, located on Camp 
Creek, a headwater of the Sandy River in Clackamas County, Oregon, affecting 
lands of the United States within the Mount Hood National Forest. 

The license now in effect was issued to Charles L. Hill and Salina F. Hill for 
10 years effective as of July 18, 1949. Thereafter, on September 21, 1956, for 
good cause shown, the Commission’s records were changed to show Salina F. 
Hill as the present licensee for the project. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Mount Hood National Forest, has informed the Commis- 
sion that they have no objection to the renewal of the license provided the 
license contains an article hereinafter set forth for the protection of fish and 
wildlife. 

The Department of Interior reported that no special provision for the protec- 
tion of fish or wildlife need be included in the new license. 

The Fish Commission of Oregon reported no objection to the issuance of a new 
license herein. 
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The Oregon State Game Commission reported that a new license will not be 
detrimental to the fish or wildlife resources. 


The Commission finds: 


(1) The project occupies lands of the United States. 

(2) The project consists of: 

(a) Lands of the United States constituting the project area and enclosed 
by the project boundary the limits of which are otherwise defined ; 

(b) The project works, consisting of a small, log diversion dam 2.5 feet high 
and 20 feet long; a conduit about 0.72 miles long composed of fiber, iron and wood- 
stave pipe and a small powerhouse containing a Pelton water wheel and a 
generator of about 5 horsepower capacity ; and 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
and all rights and interests, the possession of which is necessary and appropriate 
in the maintenance and operation of the project. 


The said lands and project works are more specifically shown and described by 
a certain exhibit which formed part of the application for the license and which 
is described as follows: 

Ecrhibit K: (FPC No. 945-1), a map in one sheet entitled “Accompanying Ap- 
plication of D. J. Finn”, signed on November 26, 1928 by D. J. Finn; revised and 
reapproved by the Commission on January 31, 1950. 

(3) The applicant is a citizen of the United States and has submitted satis- 
factory evidence of the compliance with the requirements of all applicable State 
laws insofar as necessary to effect the purposes of a new license for the project. 

(4) No conflicting application is before the Commission. 

(5) The issuance of a new license for the project will not affect the develop- 
ment of any water resources for public purposes which shall be undertaken by 
the United States. 

(6) The issuance of a new license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which the Mount Hood 
National Forest was created or acquired. 

(7) The project occupies 2.27 acres of lands of the United States. 

(8) The installed capacity of the project is less than 100 horsepower and the 
energy generated thereby is used in applicant’s nearby home and restaurant. 

(9) The exhibit described in finding (2) above conforms with the Commission’s 
rules and regulations. 

(10) The amount of annual charges to be paid by the licensee under the new 
license for the purpose of reimbursing the United States for the costs of adminis- 
tration of Part I of the Act, and for recompensing it for the use, occupancy, and 
enjoyment of its lands is reasonable as hereinafter fixed and specified. 

(11) It will be to the public interest to waive the terms and conditions con- 
tained in the following sections of Part I of the Act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it refers 
to the approval of plans by the Chief of Engineers and the Secretary of the Army 
and to public notice ; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the Act which are herein- 
after waived; 10 (a); 10 (c), insofar as it relates to depreciation reserves; 
10 (d); 10 (f); 11; 12; 14, except insofar as the power of condemnation is 
reserved ; 15; 18, except insofar as it relates to fishways ; 19; 20; 22; and 23 (a), 
insofar as it relates to the determination of fair value. 
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The Commission orders: 


(A) A new license is issued to Salina F. Hill, of Government Camp, Oregon, 
under Section 4 (e) and 15 of the Federal Power Act for a period of ten years, 
effective as of July 18, 1959, for the operation and maintenance of minor Project 
No. 945 upon Camp Creek, a headwater of the Sandy River and affecting lands 
of the United States within the Mount Hood National Forest, subject to the terms 
and conditions of the Act insofar as not expressly waived, which Act is hereby 
incorporated by reference as a part of this license, and subject to such rules and 
regulations as the Commission has issued or prescribed under the provisions of 
the Act. 

(B) This license is also subject to the terms and conditions set forth in Form 
L-7, December 15, 1953, 17 FPC 486, entitled: 

“Terms and Conditions of License for Minor Project Affecting Lands of the 
United States”, which terms and conditions are attached hereto and made a part 
hereof; and subject to the following special conditions set forth herein as 
additional articles: 


Article 15. The licensee shall pay to the United States the following annual 
charges: 


(1) For the purpose of reimbursing the United States for the costs of adminis- 
tration of Part I of the Act, $5.00; and 


(2) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, $5.00. 

Article 16. The licensee shall construct, operate, and maintain such protective 
devices, including fish passage facilities, and comply with such reasonable modifi- 
cations in project structures and operation in the interest of fish and widlife 
resources in connection with the project as may be described hereafter by the 
Commission upon recommendation of the Forest Service. 

(C) The exhibit described in finding (2) above is reapproved and made a part 
of the license. 

(D) This order shall become final 30 days from its issuance unless application 
for rehearing shall be filed as provided in Section 313 (a) of the Act, and failure 
to file such an application shall constitute acceptance of this license. In acknowl- 
edgment of the acceptance of this license, it shall be signed by the Licensee and 
returned to the Commission within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and William R. Connole. 


CALIFORNIA ELECTRIC POWER COMPANY, DOCKET NO. E-6864 
SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF COMMON STOCK 
(Issued March 31, 1959) 


sy order issued March 11, 1959, 21 FPC 342, in the above-entitled matter, 
the Commission authorized California Electric Power Company (Applicant) to 
issue and sell through competitive bidding 300,000 shares of Common Stock, par 
value $1.00 per share, subject, among others, to the provisions as set forth in 
Paragraph (B) of that order as follows: 

(B) The proposed issuance and sale of Common Stock at competitive 
bidding shall not be consummated until : 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s Regulations under the 
Federal Power Act relating to compliance with competitive bidding require- 
ments, and Section 34.2 (k) (4) of those Regulations relating to affiliation, 
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and shall have either filed such amendments or shall have mailed them and 
advised the Commission by telephone and telegram, as contemplated by Sec- 
tion 34.9 of those Regulations. 

(ii) The Commission, by further order, shall have approved the price per 
share to be received by Applicant for the proposed issuance of Common 
Stock. 

Applicant, on March 31, 1959, filed an amendment, pursuant to the require- 
ments of the aforementioned Commission order, in which it states that it pro- 
poses to accept the bid of Merrill Lynch, Pierce, Fenner & Smith, Incorporated 
to purchase the proposed issuance of Common Stock for the price of $21.61 per 
share, as resulting in the highest price per share therefor. 


The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements of Paragraph 
(B) of the Commission’s order issued March 11, 1959, in the above docket, and 
under the bid it proposes to accept for the purchase of the 300,000 shares of 
Common Stock, the price to be received by Applicant therefor is reasonable. 

(2) The proposed issuance and sale of Common Stock, as hereinafter author- 
ized, will be for a lawful object, within the corporate purposes of Applicant and 
compatible with the public interest, which is appropriate for and consistent with 
the proper performance of service by Applicant as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 


The Commission orders: 


(A) The price to be received by Applicant for the proposed issuance of Com- 
mon Stock under the bid referred to above is approved as reasonable. 

(B) The proposed issuance and sale of Common Stock referred to above, upon 
the terms and conditions, and for the purposes specified in the application, as 
supplemented by the amendment referred to above are hereby authorized, subject 
only to the provisions of Paragraphs (A), (C), (D) and (E) of the Commission’s 
order issued March 11, 1959, in the above docket. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


METROPOLITAN EDISON COMPANY, PROJECT NO. 1888 
ORDER DENYING APPLICATION FOR AMENDMENT OF LICENSE (MAJOR) 
(Issued April 1, 1959) 


On June 16, 1958, Metropolitan Edison Company (Licensee) filed application 
for amendment of license for its York Haven Project (Project No. 1888) on 
the Susquehanna River in Dauphin, Lancaster, and York Counties, Pennsyl- 
vania to provide (1) that the license shall run for a period of fifty years from a 
date not earlier than September 1, 1949; (2) that the license be amended in such 
other respect as may be appropriate to conform to the proposed new terms; and 
(3) that Licensee be given credit against future annual charges for the amounts 
which it paid prior to the proposed new effective date of the license. 

By order of November 7, 1944, the Commission authorized issuance of a 
license to Metropolitan Edison Company for a period effective January 1, 1938 
and terminating June 30, 1970 for its constructed York Haven Project which was 
first placed in operation in 1904. In its pending application for amendment, 
Licensee states that based on the premise that the project “has been in trespass 
from the time of its original construction” the Commission refused to recon- 
sider in its rehearing order of November 19, 1947, affirming the order of Novem- 
ber 7, 1944, the questions raised by Licensee with respect to the effective and 
termination dates of the license. However, the above-quoted statement is from 
an opinion and order issued November 19, 1947, in which these points were 
reconsidered in connection with the rehearing application (6 F.P.C. 189, 
191-192). 

Licensee contends that from its analysis of our decision of May 19, 1958 in 
Carolina Aluminum Company, et al., 19 F.P.C. 704, there was no rational basis 
under the Federal Power Act for issuing a license for a period less than fifty years 
for the York Haven Project. In the Carolina case at page 706 we said that the 
word “trespass” could not properly be used in a technical sense in connection 
with occupancy of navigable waters of the United States. In that respect we 
were in agreement with the Third Circuit in Metropolitan Edison Co. v. F.P.C., 
169 F. 2d 719, in that the trespass statement by the Commission was not germane 
to the issues presented by the original Metropolitan Edison Company license. 
There (p. 725) the Court declined to rule on the Commission’s statement that the 
project “has been in trespass from the time of its original construction”, declar- 
ing that the statement was not germane to any substantial issue presented. 

Apparently there were other factors which caused the Commission to say (6 
F.P.C. 189, 191) that the license “could have been made effective as of 1920”. 
It further appears that some of those factors are set forth in Pennsylvania Water 
and Power Company, 2 F.P.C. 61, 68 where the Commission (1939) said: 

Since the Federal Power Commission was created in 1920, it has, in acting 
on declarations of intention and applications for licenses, found the Susque- 
hanna River navigable water of the United States at four separate locations, 
to wit: at the site of the Conowingo pool (mile 9.6 to mile 23.6), at the site 
of the Safe Harbor reservoir (mile 32 to mile 44), at Clarks Ferry (about 
mile 80) and at Millersburg (about mile 95). 

The York Haven Project is located at about river mile 54. Moreover, until 
about 1899 the Susquehanna River in combination with a lateral canal was used 
for the transportation of coal from points above Harrisburg, Pennsylvania, to 
tidewater (H. Doc. No. 186, 69th Cong. 1st Sess. pp. 10, 24). 
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Although we may take necessary steps to correct material errors in prior 
decisions of the Commission which have become final (Niagara Falls Power Co. v. 
F.P.C., 187 F. 2d 787, cert. and reh. den. 320 U.S. 792, 815), it is not our function 
to review or reconsider such decisions absent some compelling reason which has 
not been shown by Licensee. 


The Commission finds: 


It is appropriate and in the public interest in carrying out the provisions of 
the Federal Power Act that the application for amendment of license for 
Project No. 1888, be denied. 


The Commission orders: 


The aforesaid application for amendment of license for Project No. 1888 is 
hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TENNESSEE GAS TRANSMISSION COMPANY AND ALGONQUIN GAS 
TRANSMISSION COMPANY, DOCKET NO. G—17392 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued April 1, 1959) 


On December 29, 1958, Tennessee Gas Transmission Company (Tennessee) 
and Algonquin Gas Transmission Company (Algonquin) filed in Docket No. 
G-17392. a joint application, pursuant to Section 7 of the Natural Gas Act, for 
a certificate of public convenience and necessity authorizing the exchange of 
natural gas between them; the replacement by Tennessee of approximately 1.1 
miles of 3-inch lateral pipeline with 6-inch pipeline; and the construction and 
operation by Tennessee of a tap connection with Algonquin to effect the ex- 
change, all as more fully set forth in the application. 

It appears that Applicants entered into a gas exchange agreement, dated 
September 15, 1958, under which Algonquin will deliver to Tennessee for sale to 
The Housatonic Public Service Company the latter’s gas requirements for resale 
in the Wallingford, Connecticut, area. Delivery will be made at the proposed 
point of interconnection of Algonquin’s existing 10-inch lateral line (extending 
from its 26-inch Connecticut main line to New Haven) and Tennessee’s existing 
3-inch Wallingford lateral about 1.1. miles west of Wallingford. Tennessee 
proposes simultaneously to return to Algonquin an equivalent number of Btu’s 
at several existing points of interconnection between the two companies in New 
Jersey, Connecticut, and Massachusetts, at their mutual convenience. 

The subject proposal will enable Tennessee to serve more satisfactorily its 
authorized contractual obligation to Housatonic in the Wallingford area. The 
estimated total cost of constructing the proposed facilities, including overhead 
and contingencies, is $62,000, to be financed from the general funds of Tennessee. 
No deliveries are proposed beyond those previously authorized by the Commis- 
sion, hence no question of gas supply or capacity is involved. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
March 19, 1959, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c) (1) of the Commission’s 
Rules of Practice and Procedure. 
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The Commission finds: 


(1) Applicant, Tennessee Gas Transmission Company, a Delaware corpora- 
tion having its principal place of business in Houston, Texas, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order issued February 14, 1947, in Docket No. G-—805 
(6 FPC 416). 

(2) Applicant, Algonquin Gas Transmission Company, a Delaware corpora- 
tion having its principal place of business in Boston, Massachusetts, is a “nat- 
ural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its order issued February 27, 1951, in Docket No. 
G-1319 (Docket Nos. G—1447, et al., 10 FPC 35). 

(3) The delivery of natural gas by Algonquin to Tennessee and the redelivery 
of natural gas by Tennessee to Algonquin as hereinbefore described; the re- 
placement of 1.1 miles of 3-inch pipeline with 6-inch pipeline by Tennessee as 
hereinbefore described ; and the construction and operation of a tap connection 
with Algonquin by Tennessee as hereinbefore described, are subject to the re- 
quirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(4) The proposed exchange, replacement, construction and operation referred 
to in paragraph (3) next above, are required by the public convenience and 
necessity and a certificate therefor should be issued as hereinafter ordered and 
conditioned. 

(5) Applicants, Tennessee and Algonquin, are able and willing properly to 
do the acts and to perform the services proposed and to conform to the provi- 
sions of the Natural Gas Act and the requirements, rules and regulations of the 
Commission thereunder. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (¢c)(3), (c)(4) and (e) of Section 
157.20 of the Commission’s Regulation under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Tennessee and 
Algonquin and to the exercise of the rights granted thereunder, and that the 
time within which construction of the facilities authorized by this order shall 
be completed and placed in actual operation should be fixed at six months from 
the date on which this order issues. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same ts 
hereby issued authorizing Tennessee Gas Transmission Company and Algonquin 
Gas Transmission Company to make the exchange of natural gas, to replace 
certain lateral pipeline facilities, and to construct and operate other facilities, 
all as more fully described in their joint application in this proceeding, subject 
to the jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(ce) (3), (ec) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the certificate issued in paragraph (A) above 
and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Sec- 
tion 157.20 of the Commission’s Regulations under the Natural Gas Act is hereby 
fixed at six months from the date on which this order issues. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and William R. Connole. 


BLACK HILLS POWER AND LIGHT COMPANY, DOCKET NO. E-6865 
ORDER AUTHORIZING THE ISSUANCE OF COMMON STOCK 
(Issued April 2, 1959) 


Black Hills Power and Light Company (Applicant), incorporated under the 
laws of the State of South Dakota and qualified to do business as a foreign 
corporation in the State of Wyoming, with its principal place of business in Rapid 
City, South Dakota, filed an application on March 4, 1959, as amended March 18 
and 31, and April 1, 1959, for an order, pursuant to Section 204 of the Federal 
Power Act, authorizing it to issue and sell 32,198 shares of Common Stock, par 
value $1.00 per share. 

The proposed shares of Common Stock will be offered to the holders of Ap- 
plicant’s presently outstanding Common Stock pursuant to preemptive rights. 
The stockholders of Applicant entitled to subscribe to the proposed issuance will 
be those of record at the close of business on April 1, 1959, or on such later date 
as shall be the business day immediately preceding the day on which the Regis- 
tration Statement relative to the proposed issuance will become effective under 
the Securities Act of 1933. The shares will be offered to the aforementioned stock- 
holders of Applicant at a price of $28.25 per share and at the approximate rate 
of one share for each eleven shares held of record. Rights to subscribe will be 
evidenced by transferable subscription warrants carrying an oversubscription 
privilege. 

Applicant proposes to enter into an agreement with Dillon, Read & Co., Inc. 
(Dillon Read), New York 5, New York, as dealer manager in which the latter 
agrees to use its best efforts to form a group of dealers for the purpose of solicit- 
ing the exercise of the warrants. For that service Applicant proposes to pay 
Dillon, Read the sum of $5,000 plus 25 cents per share for each share of Common 
Stock issued through the efforts of Gealers, including the dealer manager. 

Applicant also proposes to enter into an underwriting agreement with Dillion, 
Read for the purchase of any unsubscribed shares of the contemplated issuance 
of Common Stock. As compensation for underwriting the proposed issuance, 
Applicant proposes to pay under the aforesaid agreement with Dillon, Read 
50 cents per share for each of the 32,198 shares to be issued plus an amount 
equal to 15 cents per share for each share of unsubscribed Stock to be purchased 
by the underwriter if the aggregate number of such shares is 4,830 shares or 
more but less than 8,050 shares, and an amount equal to 25 cents per share for 
each share of unsubscribed Stock to be purchased by the underwriter if the 
total number of such shares is 8,050 shares or more. No fee in addition to the 
initial 50 cents per share will be paid if the total number of shares to be 
purchased by the underwriter is less than 4,830 shares. Under the aforesaid 
agreement Applicant also proposes to pay the amount of $7,500 as partial re- 
imbursement for certain expenses connected with the underwriting of the pro- 
posed issuance. 

Applicant proposes to utilize the proceeds, estimated in the approximate total 
amount of $940,808, to be obtained from the proposed issuance of Common Stock 
to (1) discharge bank loans secured primarily to meet the costs of additions 
and improvements to its properties, which loans are expected to aggregate 
$400,000 as of March 31, 1959; and (2) pay, in part, expenses associated with 
its current construction program. Construction expenditures for the fiscal year 
ending October 31, 1959, are anticipated to aggregate approximately $3,520,000. 
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The principal item included within that amount is an expenditure of about 
$2,148,000 for construction upon a new 22,000 kw generating unit to be located 
near Rapid City, South Dakota, and scheduled for completion in 1961. After 
repaying the bank loans, Applicant contemplates financing the remaining cost 
of its 1959 construction program from the balance of the proceeds from the 
issuance of Common Stock here proposed; the proceeds from the issuance and 
sale of $1,000,000, principal amount of First Mortgage Bonds, to be consummated 
on or about May 1, 1959;? and funds presently on hand or to become available 
later through operations. 

Written notice of the application has been given to the Wyoming Public 
Service Commission and the South Dakota Public Utilities Commission, and to 
the Governor of each of those States. Notice of the application also was pub- 
lished in the Federal Register on March 13, 1959 (24 F.R. 1844), stating that 
any person desiring to be heard or to make any protest with reference to the 
application shall file a petition or protest on or before March 26, 1959, with the 
Federal Power Commission, Washington 25, D.C. No protest or petition or 
request to be heard in opposition to the granting of the application has been 
received. 

The Wyoming Public Service Commission has entered an order authorizing 
the proposed issuance and sale of Common Stock by Applicant. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission, as 
heretofore described and set forth in the Commission’s order issued January 21, 
1959, In the Matter of Black Hills Power and Light Company, Docket No. 
E-6857, 21 FPC 43. 

(2) The proposed issuance and sale of Common Stock, as described above, 
will constitute an issuance of securities within the purview of Section 204 of 
the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission 
within the meaning of Section 204(f) of the Act; and the proposed issuance of 
Common Stock, is therefore, not exempt by virtue of that Section from the re- 
quirements of Section 204 of the Act. 

(4) The proposed issuance of Common Stock is exempted by the provisions 
of Section 34.1(a) (3) of the Commission’s Regulations under the Federal Power 
Act from the requirements of competitive bidding. 

(5) There is no affiliation, direct or indirect, through directors, officers, or 
stockholders, or the ownership of securities, or otherwise between Applicant and 
the underwriting firm of Dillon, Read. 

(6) The fees proposed to be paid to Dillon, Read in connection with the pro- 
posed issuance of Common Stock by Applicant do not appear to be unreasonable. 

(7) The proposed issuance and sale of Common Stock, as hereinafter author- 
ized, will be for a lawful object, within the corporate purposes of Applicant and 
compatible with the public interest, which is appropriate for and consistent with 
the proper performance by Applicant of service as a public utility and which will 
not impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 

(8) The period of public notice given in this matter is reasonable. 


1By application filed March 23, 1959, In the Matter of Black Hille Power and Light 
Company, Docket No. E—6870, now pending before this Commission, Applicant has requested 
authorization to issue and sell $1,000,000, principal amount of First Mortgage Bonds, 
Series I, due 1989. 
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The Commission orders: 


(A) The proposed issuance and sale of Common Stock, as described above, 
upon the terms and conditions, and for the purposes specified in the application, 
as amended, are hereby authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions hereby authorized 
are consummated within 90 days from the date of issuance of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, services, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsover 
now pending or which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect of any securities to which this 
order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


COLORADO-WYOMING GAS COMPANY, DOCKET NO. G—17227 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING AND APPROVING ABANDON MENT 


(Issued April 2, 1959) 


Colorado-Wyoming Gas Company (Applicant), a Delaware corporation with 
its principal place of business in Denver, Colorado, filed an application on Decem- 
ber 10, 1958, pursuant to Section 7 of the Natural Gas Act for (1) a certificate 
of public convenience and necessity authorizing the relocation of an existing town 
border station (Boulder South Town Border Station) three miles east of its 
present location in Boulder County, Colorado, and (2) permission and approval 
to abandon the existing Boulder Station, approximately 3 miles of the 6-inch 
Boulder Lateral extending from the existing Boulder Station east to the proposed 
new location of the Boulder Station, two farm taps and two group taps on the 
existing Boulder Lateral, and the Brady farm tap near Longmont, Colorado, 
subject to the jurisdiction of the Commission, and as more fully described in 
the application on file with the Commission. 

Applicant requests authority to construct and operate 15 new farm taps and 5 
group taps at unspecified locations for service to existing resale consumers, and 
two new intermediate taps in the Denver, Colorado, area. These are proposed 
to be built in 1959. 

The record reflects (1) that Applicant presently delivers and sells natural 
gas to its existing customer, Public Service Company of Colorado (Public Serv- 
ice), through the 3 miles of 6-inch Boulder lateral, the Boulder South Town 
Border Meter Station and the existing farm and group taps, for resale in Boulder 
and environs, and (2) that residential development in the area of these existing 
facilities and their proximity to Colorado-Wyoming’s high pressure main, have 
made continued operation under existing pressure conditions potentially hazard- 
ous. Applicant, therefore, proposes to sell these facilities (except the farm and 
group taps) to Public Service, who will use them in its low pressure distribution 
operations. Public Service will provide service from its distribution system to 
the customers now being supplied from the taps to be abandoned. 

Applicant further proposes to relocate the necessary town border meter station 
for continued service to Public Service at Boulder approximately 3 miles east 
of the existing station. | 
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The Brady farm tap was installed on Applicant’s 8-inch main line near Long- 
mont in error by Public Service. The latter assumed the charges for the tap. 
The tap is not needed and will be abandoned as Public Service’s distribution 
lines will render the required service. 

The additional intermediate taps proposed in the Denver area are required 
to render adequate service to Public Service to meet the needs of new residential 
subdivisions. 

The proposed 15 farm taps and 5 group taps to be built in 1959 at unspecified 
locations are expected to be needed to serve rural areas of small load concentra- 
tions, based on Applicant’s experience. Together these farm and group taps are 
expected to permit deliveries of a total of 87 Mcf on a peak day and 10,875 Mcf 
annually. 

Applicant estimates the increased loads to be served by the proposed additional 
intermediate taps near Denver as follows: 

Mcf Peak Day Sales @ 0° F 
Customer 1959-60 1960-61 1961-62 1962-63 
Public Service Company of Colorado 2, 583 3, 860 4, 935 
Mcf Annual Sales 
Customer 1959 1960 1961 1962 
Public Service Company of Colorado 122,200 244,200 441,400 593, 600 


Applicant purchases substantially all of its requirements from Colorado Inter- 
state Gas Company. The increased requirements should have no appreciable 
impact on Colorado Interstate’s available gas supply. 

Applicant estimates the cost of relocating the Boulder meter station and 
constructing the proposed group, farm and intermediate taps at approximately 
$39,700. The original cost of the facilities to be abandoned is stated to be 
$63,582, with $24,163 being undepreciated plant. Applicant will receive $21,449 
for the facilities to be sold to Public Service, with $368 as “salvage to stock” 
and $1,678 as “plan ledger transfer.” No one will be deprived of service by the 
proposed abandonment and relocation of facilities. 

Pursuant to due notice, a public hearing was held in Washington, D.C. on 
March 17, 1959, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and that the Commission render a 
decision herein pursuant to Section 1.30(c)(1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, a Delaware corporation having its principal place of business 
in Denver, Colorado, is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities proposed to be abandoned, as hereinbefore described and 
as more fully described in the application herein, are used in the transportation 
and sale of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, and such abandonment is subject to the requirements of Subsection 
(b) of Section 7 of the Natural Gas Act. 

(3) The proposed abandonment of the aforesaid facilities is permitted by 
the public convenience and necessity and permission and approval therefor 
should be granted as hereinafter ordered and conditioned. 

(4) The facilities proposed to be constructed and operated, as hereinbefore 
described and as more fully described in the application herein, will be used in 
the transportation and sale of natural gas in interstate commerce, subject to the 
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jurisdiction of the Commission, and the construction and operation thereof by 
Applicant are subject to the requirements of Subsections (c) and (e) of Sec- 
tion 7 of the Natural Gas Act. 

(5) The construction and operation of the facilities proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(7) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b) (c)(1), (c) (3), (ce) (4), and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
should attach to the issuance of the certificate referred to in paragraph (5) 
above and to the exercise of the rights granted thereunder, and that the facilities 
authorized by this order should be completed and the said facilities placed in 
actual operation on or before December 31, 1959. 

(8) A request during the public hearing by staff counsel for the omission of 
the intermediate decision procedure was unopposed by any party of record, 
and not having been denied by the Commission is granted pursuant to Section 
1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Permission for and approval of the abandonment of the facilities herein- 
before described, as more fully described in the application and exhibits in this 
proceeding, are hereby granted to Applicant. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the facilities hereinbe- 
fore described, as more fully described in the application and exhibits in this 
proceeding, upon the terms and conditions of this order. 

(C) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (1), (¢) (3), (ce) (4), and (e) of Section 157.20 of the Commission’s Regula- 
tions under the Natural Gas Act shall attach to the issuance of the certificate 
granted in paragraph (B) hereof and to the exercise of the rights thereunder. 

(D) The facilities hereby authorized shall be constructed and placed in actual 
operation as provided by paragraph (b) of Section 157.20 of the Commission’s 
Regulations on or before December 31, 1959. 

(E) Applicant shall (1) advise the Commission of the date of abandonment 
of the facilities within 10 days of the date of such abandonment, and (2) submit 
all pertinent details concerning its actual farm, group, and intermediate tap 
installations constructed under this order by February 1, 1960. 


3efore Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 


MISSISSIPPI RIVER FUEL CORPORATION, DOCKET NO. G-2153 
ORDER AFFIRMING REQUIREMENT FOR MAKING REFUNDS AND TERMINATING STAY 
(Issued April 2, 1959) 


On October 28, 1958, Mississippi River Fuel Corporation (Mississippi) sub- 
mitted its proposal to file reduced rates, and to make refunds to its customers 
of monies collected over and above such reduced rates, only for the period 
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November 8, 1955, through March 31, 1956. Mississippi claimed, in support of its 
proposal, that it was acting in accordance with this Commission’s Opinion 
No. 258, and accompanying order, issued June 3, 1953, in this proceeding, 12 FPC 
151. We considered Mississippi’s proposal, and concluded that it did not com- 
ply with the pertinent provisions of said opinion and accompanying order. 
Consequently, on January 23, 1959, we issued an order requiring Mississippi 
to file certain revised tariff sheets and to make refunds to its customers of the 
portion of increased rates and charges therein found to be not justified. 

On February 6, 1959, Mississippi filed its petition for rehearing of our order 
issued January 23, 1959, and, in effect, asked that we grant a stay of said order. 
On March 5, 1959, we issued an order granting rehearing of the order of Janu- 
ary 23, 1959, and stayed said order. 

We have considered each of Mississippi’s contentions, set forth in its petition 
for rehearing, and have carefully reexamined all of the facts of record in this 
proceeding, and have concluded that our order issued January 23, 1959, herein, 
is without error. The reasons for our conclusion may be succinctly stated. 

On April 30, 1952, Mississippi filed revised tariff sheets by which it proposed 
to increase the rates it then charged its wholesale customers for natural gas 
sold and delivered by it. Mississippi stated that its proposed increased rates 
and charges were filed, in part, because of an anticipated increase in cost of 
gas to it from its supplier, United Gas Pipe Line Company (United). Because 
United had not filed such increased rates and charges, and it was not then known 
if it would, this Commission rejected Mississippi’s revised tariff sheets, 11 FPC 
1029. On appeal by Mississippi, the Court of Appeals for the Third Circuit 
reversed the Commission’s order rejecting Mississippi’s proposed revised tariff 
sheets, Mississippi River Fuel Corp. v. FPC, 202 F. 2d 899, and Mississippi re- 
filed its proposed increased rates and other charges to its FPC Gas Tariff, Original 
Volume No. 1, on April 10, 1953. 

In May 1953, conferences were held among Mississippi, its customer com- 
panies, and the staff of this Commission, and on May 22, 1953, a proposed settle- 
ment was agreed upon by all parties. On May 29, 1953, Mississippi tendered 
for filing further revised tariff sheets designed to reflect said settlement pro- 
posal. On June 3, 1953, this Commission issued its Opinion No. 253, and ac- 
companying order, accepting said settlement proposal, together with the revised 
sheets to Mississippi’s FPC Gas Tariff filed in accordance therewith (12 FPC 
151). In its opinion, accepting said settlement, the Commission said (12 FPC 
157-158) : 

Of the total cost of gas purchased included in the adjusted total cost of 
service, approximately 60 percent represent gas purchased from United Gas 
Pipe Line Co. In view of the pending rate proceedings involving tariffs 
of United (docket Nos. G—1142, G—1508, G-—2019 and G—2074), the record 
here discloses it was agreed that provision, in accordance with paragraphs VI 
and VII of the “Proposed Settlement”, should be made, in any order making 
effective the revised tariff sheets, to require Mississippi to refund to its cus- 
tomers any reduction it may receive as a result of the Commission ordering 
reductions in the said United rate proceedings and, further, it was agreed 
that Mississippi would reduce its rates so as to pass on to its utility customers 
the proper part of any such reduction ordered and made effective in the 
United rate proceedings, particularly docket Nos. G-1142 and G-2019. 
(Emphasis added.) 

Thus, it is clear that this Commission’s acceptance of said settlement was 
premised upon the agreement of Mississippi that it would reduce its rates so 
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as to reflect any reduction made effective in the United rate proceedings (12 
FPC 151, 158).* 

In regard to the obligation of Mississippi to refund to its customers any re- 
fund received by it from United in Docket No. G—2019, the Examiner’s decision 
in said proceeding, finding No. 24 (14 FPC 353 at 406) is dispositive : * 

(24) A just and reasonable rate for United’s gas service to Mississippi 
is not less than the currently effective rate under bond in Docket No. 
G-2019 and, therefore, no refund is payable under said bond to Mississippi. 

Thus, there is not now involved any question of satisfaction of the provisions 
of paragraph VI of the approved settlement. Therefore, the remaining obliga- 
tion of Mississippi is the satisfaction of paragraph (F) of the order of June 3, 
1953, so far as it pertains to paragraph (VII) of the “proposed Settiement” 
(fn. 1, supra). 

The Examiner's decision, issued July 21, 1955, in Docket Nos. G-1142, G-2019, 
et al., ordered an overall reduction in the rates charged Mississippi by United, 
even though there was no reduction in Docket No. G—2019. This action of the 
Examiner was adopted by the Commission on November 8, 1955.2 Consequently, 
United filed, and the Commission by order issued January 6, 1956, permitted to 
become effective, as of November 8, 1955, revised tariff sheets reflecting the re- 
duced rates set forth in the Examiner’s decision and adopted by the Commission 
on November 8, 1955, governing sales by United. Since United had billed—and 
Mississippi had paid—for natural gas sold and received from November 8, 1955, 
to December 31, 1955, in accordance with the previous higher rates, United had 
to refund the overpayment to Mississippi. This refund was to be passed on by 
Mississippi to its customers in accordance with paragraph VII of the settle- 
ment agreement. This Mississippi proposes to do, and this we approved in our 
order issued herein on January 23, 1959. 

However, since United began billing Mississippi for natural gas sold and 
delivered at the reduced rates on January 1, 1956, and Mississippi began paying 
such reduced rates on that date, without making any adjustment in the rates 
it charged, the necessity for further refund, and payment of proper interest 
thereon, arises. 

Mississippi continued to pay United for natural gas sold and delivered to it at 
the reduced rates until April 1, 1956. On that date, United, upon proper motion 
filed with this Commission, made effective proposed increased rates and charges, 
and began billing Mississippi in accordance therewith.* Despite this, Missis- 
sippi took no related action under the Natural Gas Act to increase the rates 
charged its customers over those agreed to in the settlement agreement approved 
by the Commission on June 3, 1953. Nor did Mississippi do so until May 1, 
1958, when it filed the proposed increased rates which are the subject of pro- 
ceedings in Docket No. G—15174. 





1 Ordering clause (F) of the Commission’s order, issued June 8, 1953, reads: 

(F) Mississippi shall, in accordance with paragraphs VI and VII of the aforesaid 
“Proposed Settlement” submitted herein on May 22, 1953, unless otherwise ordered 
by the Commission, make the refunds and file the changes in its rate schedule F-1, 
if United Gas Pipe Line Co. is required by any final order or orders of the Commis- 
sion, which are accepted by United or become final in any court review or otherwise, 
to make any refunds or rate reductions (to) Mississippi in the proceedings pending in 
Commission docket Nos. G-—1142 and G—2019, or in either of them. (12 FPC 151, 
160.) 

2 This finding of the Examiner was adopted by the Commission and made effective as 
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Despite the obligation agreed to by Mississippi in the settlement agreement 
of May 22, 1953, and the fact that United was ordered to file—and did file— 
reduced rates pursuant to order issued in Docket Nos. G—1142 and G-2019, 
Mississippi not only has not reduced its rates so as to pass on to its utility 
customers the proper part of such reduction, but now contends that its agreement 
with its customers contained a condition subsequent which provided that Missis- 
sippi could correspondingly increase its rates to its utility customers, if United 
should thereafter increase its rates to Mississippi. This condition subsequent, 
Mississippi avers in its petition for rehearing, is set forth in the last sentence 
of paragraph VII of the settlement agreement of May 22, 1953. Said sentence 
reads: 

If, in ordering such rate reduction in United’s rates either the demand or 
commodity charge is increased, then the reduction to be made by Mississippi 
in the demand charge and commodity charge in rate schedule F-1 shall be 
varied to the extent necessary to carry out the purpose of having Mississippi 
pass on to its utility customers only the proper proportion of any such 
overall reduction of United’s rates. (12 FPC 151, 155.) 
This sentence is patently a condition to the immediately preceding subparagraphs 
of paragraph VII of the settlement agreement, which prescribed the percentage 
reductions to be made in Mississippi’s demand and commodity charges for 
natural gas sold and delivered under its rate schedule F-1 in the event a reduc- 
tion in United’s charges ordered in the proceedings in Docket Nos. G-1142 and 
G-2019 should result in an increase in “either the demand charge or commodity 
charge” of United. Mississippi’s contention that such sentence contains a con- 
dition subsequent permitting it to increase its rates when and if United should 
file for an increase in its rates, and to do so without complying with the require- 
ments of the Natural Gas Act, is wholly without merit. Read in its context, the 
sentence does not even give rise to an assumption that Mississippi might have 
fairly intended such meaning sub silento. 

Mississippi contends that this Commission did not consider the meaning of 
said last sentence of paragraph VII of said agreement. This is not true; Mis- 
sissippi’s contention is fully discussed in our order, issued January 23, 1959, 
21 FPC 48. 

As a corollary to its contention that its obligation to reduce its rates terminated 
when United’s subsequent rate increase in Docket No. G—-9547 became effective, 
subject to refund, Mississippi avers that “the Commission, without any authority 
in law or in fact, ordered Mississippi to pay interest at 6 per cent to its customers 
on the excess collected * * *”. Mississippi’s averment is not correct. The set- 
tlement agreement, and the order of June 23, 1953, pertaining thereto, provided 
that: 

If United Gas Pipe Line Co. is required by any final order or orders of the 
Commission, which are accepted by United or become final in any court 
review or otherwise, in the proceedings in Commission docket Nos. G—1142 
and G—2019, or either of them, to make any reduction in the rates to be 
charged or collected for natural gas sold by United to Mississippi, then 
Mississippi, unless otherwise ordered by the Commission, shall file with 
the Commission changes in its rate schedule F-—1 to reduce the rates therein 
provided so as to pass on to its utility customers the proper amount * * * 
of any such rate reduction. * * * The said change in Mississippi's rate 
schedule F-1 is to be filed within 60 days after the date on which the order 
reducing United’s rates becomes final, to be effective as of the date as of 
which the reduction in United's rates is made effective. (Emphasis sup- 
plied.) (12 FPC 151, 155.) 
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The Commission ordered United to reduce its rates to Mississippi on November 8, 
1955, and United filed such reduced rates and they were permitted to become 
effective on November 8, 1955, by our order issued in Docket Nos. G—1142 and 
G-2019, on January 6, 1956, Thus such reduction was accepted by United. 
United began billing Mississippi upon the basis of such reduced rates on January 
1, 1956, and made refund for the period November 8, 1955, to December 31, 1955. 
Therefore, under its agreement, Mississippi was obligated to file changes in its 
rate schedule F-1 effecting a reduction in its rates, effective November 8, 1955, 
to its utility customers within 60 days after January 6, 1956. This Mississippi 
did not do; instead, on March 1, 1956, it filed a petition to review the order of the 
Commission in Docket Nos. G—1142 and G-—2019, Mississippi River Fuel Corp. v. 
FPO, 252 F. 2d 619.4 In this connection, it is to be noted that the principal 
purpose of Mississippi’s appeal of the order of November 8, 1955, was to obtain 
rates from United lower than those made effective by United as of the date of 
that order. On September 11, 1958, the Commission approved a proposed settle- 
ment between Mississippi and United, which was based upon the rates filed by 
United when it accepted the Commission’s determination, made on November 8, 
1955, in Docket Nos. G—1142 and G-2019. 

Thus, Mississippi contends that even though United accepted the rate deter- 
mination made by us on November 8, 1955, and placed rates in effect in accordance 
with such determination, Mississippi, through its own action, could nullify its 
obligation to file corresponding reduced rates, and could collect monies from its 
customers based on its higher rates, and now refuse to pay interest on the 
amount of money withheld from its customers which it must refund. Addi- 
tionally, Mississippi would have us ignore the fact that its settlement agreement 
with its customers obligated Mississippi to reduce its rates to them when the 
reduced rates of United became “final in any court review or otherwise” (12 
FPC 151, 155). 

Mississippi failed to file the reduced rates as it agreed to do in the settlement 
agreement with its utility customers, and which it was required to file by our 
order issued June 3, 1953, herein.’ For us to permit it to make refund of the 
money due and owing its utility customers without paying a proper interest for 


the use of the same during the period it has been withheld would be to unjustly 
enrich Mississippi. 


The Commission finds: 


(1) Having considered each and all of the contentions, and averments of fact, 
set forth in the petition for rehearing filed by Mississippi on February 6, 1959, 
and having reconsidered our order issued herein on January 23, 1959, we find 
no new facts and no principles of law which either were not fully considered 
by the Commission when it issued said order, or which having now been con- 
sidered warrant either the modification or vacation of such order. 

(2) The stay of the order issued January 23, 1959, which was granted by 
order issued March 5, 1959, should be terminated. 


The Commission orders: 


(A) Mississippi River Fuel Corporation shall immediately proceed to comply 
with each and all of the provisions of the order issued herein on January 23, 1959. 


*Upon review in said case, the Court of Appeals remanded the proceeding to the Com- 
mission for further hearings and findings as to the cost of gas purchased by United from 
an affiliate. The further proceedings were held on July 14, 1958. 

5 Order paragraph (F) of the order in Docket No. G—2153, issued June 3, 1953, 12 FPC 
151, 160. 


nber 8, 
become 
42 and 
United. 
anuary 
i, 1955. 
; in its 
3, 1955, 
sissippi 
- of the 
‘orp. V. 
incipal 
obtain 
late of 
settle- 
iled by 
nber 8, 


. deter- 
rdance 
lify its 
rom its 
on the 

Addi- 
eement 
1en the 
se” (12 


flement 
by our 
of the 
rest for 
njustly 


of fact, 
6, 1959, 
we find 
sidered 
en con- 


noted by 


comply 
3, 1959. 


the Com- 
ted from 


,12 FPC 


FEDERAL POWER COMMISSION 455 


(B) The time limitations set forth in ordering paragraphs (B), (C), and 
(D) of said order of January 23, 1959, shall run from the date of issuance of 
this instant order. 

(C) The stay of the order issued January 23, 1959, herein, which was granted 
by order issued March 5, 1959, is hereby terminated. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
and William R. Connole. 


CITIZENS UTILITIES COMPANY, DOCKET NOS. E-6716 AND E-6760 
ORDER DENYING APPLICATION FOR REHEARING 
(Issued April 3, 1959) 


On March 18, 1959, Citizens Utilities Company applied for rehearing of the 
Commission’s Opinion No. 318 and order issued February 16, 1959, 21 FPC 
233, requiring Citizens to apply for a license under the Federal Power Act for 
the continued operation and maintenance of its Unit No. 11, Newport and 
Charleston hydroelectric developments on the Clyde River in Vermont and the 
Seymour Lake and Echo Pond dams on a tributary thereof. 

With respect to the numerous objections made to our findings we find none 
which necessitate amending or modifying our findings. Citizens has also re 
quested that the time within which it is directed to file application for license 
in accordance with our order issued February 16, 1959, be deferred until such 
time as all proceedings to review said orders have been completed. We think 
it appropriate to grant this request pending review. However, an important 
basis for our previous action in requiring application for a license was the 
damage done and threatened to the fishery resources of the Clyde River by the 
operation of Citizens’ facilities. In order to protect the fishery resources during 
any review proceedings, or in any case until the conditions of a license attach, 
we shall require that Citizens shall effect a minimum release of water during 
the spawning periods. 


The Commission further finds: 


(1) The assignments of error and grounds for rehearing set forth in the 
application for rehearing filed by Citzens set forth no new facts or principles of 
law which were not fully considered by the Commission when it adopted its 
Opinion No. 318 and accompanying order issued February 16, 1959, or which 
having now been considered warrant any change or modification in said opinion 
and order except as provided below. 

(2) It is appropriate in the administration of the Federal Power Act that 
time for compliance with our order issued February 16, 1959, be extended and 
that Citizens be required to effect a minimum release of water as provided below. 


The Commission orders: 


(A) The application for rehearing filed by Citizens is hereby denied except 
as provided below. 

(B) The requirement that Citizens shall file an application for license as 
provided in paragraph (A) of our previous order is hereby postponed until 60 
days after the time for: review has expired, or, if Citizens files a petition for 
review, until 60 days after the issuance of a final mandate by the reviewing 
court. 
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(C) Until further order of the Commission Citizens shall release a minimum 
flow of 35 cubic feet of water per second through the sluice gate of its Unit No. 11 
diversion dam in the Clyde River from the date of issuance of this order through 
June 30, 1959, and thereafter each year from April 1 through June 30 and 
during such additional period or periods as fish are spawning or migrating in 
the river below the Unit No. 11 diversion dam. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


MONTEREY OIL COMPANY (OPERATOR), ET AL., DOCKET NO. G—17663 
ORDER DENYING MOTION FOR RECONSIDERATION 
(Issued April 3, 1959) 


On December 30, 1958, Monterey Oil Company (Operator), et al. (Monterey) 
tendered a change in its rate schedule, which is designated as Supplement No. 1 
to its FPC Gas Rate Schedule No. 13, reflecting the suspension of the Louisiana 
gas gathering tax and the increase in the Louisiana gas severance tax. Because 
of Monterey’s interpretation of the tax provisions of the subject rate schedule, 
the Commission, by order issued January 28, 1959, suspended the said change 
until January 31, 1959. On February 9, 1959, Monterey filed a motion asking the 
Commission to reconsider and vacate the said order of January 28, 1959, and, on 
February 18, 1959, filed a memorandum in support of its motion. 


The Commission finds: 


The motion of Monterey, filed February 9, 1959, should be denied as Monterey 
has set forth no new facts and no new principles of law which were either not 
fully considered by the Commission when it issued its order of January 28, 1959, 
or which, now having been considered, warrants any change in or modification 
of said order. 


The Commission orders: 

The motion for reconsideration by Monterey, filed on February 9, 1959, is 
hereby denied. 

Commissioner Kline dissenting. 


KLINE, Commissioner, dissenting: 


I would grant reconsideration and vacate the suspension order because (1) 
No worthwhile public purpose is served by the order. The order does not reduce 
the price to be paid by the ultimate consumer, and I know of no other public 
benefit accomplished by it. (2) We have no authority under the Natural Gas 
Act to enter this order. 

The Louisiana legislature, late in 1958, passed a severance tax of 2.3¢ per 
Mcf on natural gas and suspended for two years the operation of other tax laws 
ealling for severance and gathering taxes of 2.3¢ per Mcf. There was no change 
in the amount of the tax to be collected. Under the cost of service theory of 
regulation, which this Commission has long followed with respect to pipelines 
and which it has been attempting to apply to independent producers for the past 
several years (although the impracticality of this approach becomes more 
apparent daily), this tax is a legitimate item to be included in the cost of 
service. Thus, the ultimate consumer must ultimately pay the 2.3¢ tax per Mef, 
and it is of no concern to him whether the tax is included in the cost of service of 
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the pipeline or of the independent producer. He pays the same amount of tax 
either way. 

Under the contract between Monterey, the producer, and Transco, the pipeline 
purchaser, Transco, reimbursed Monterey for 1.75¢ of this tax before the Louisi- 
ana tax laws were changed. Thus, Monterey was entitled to include in its cost 
of service an amount equal to 0.55¢ per Mcf and Transco, 1.75¢ per Mcf. The 
contract is somewhat ambiguous as to how much Transco shall reimburse Mon- 
terey under the new Louisiana severance tax. If the tax is a substitute tax, as 
Monterey contends then there will be no change in the amount which Transco 
reimburses Monterey. If it is a new tax, as contended by our staff, then Transco 
need reimburse Monterey only 1.50¢ per Mcf, and Monterey must include in its 
cost of service 0.8¢ per Mcf. 

Transco has offered no objection to Monterey’s contention that the tax reim- 
bursement provisions of the contract remain the same, doubtless because it 
recognizes that if it reimburses Monterey for only 1.50¢ in lieu of 1.75¢ that 
its cost of service will be correspondingly reduced, and it will be entitled to 
recoup a correspondingly lesser amount from its customers. 

Our duties under the Natural Gas Act are to act in the public interest and te 
see that only reasonable rates are required to be paid by the ultimate consumer. 
We should not foster litigation merely in order to insure that the contract is 
interpreted in the way we may construe it, when the end result is of no benefit 
to the consumer or to the public. In fact, since Monterey may include its ex- 
penses of litigation in its cost of service, this actually increases the cost of gas 
to the consumer. 

I am also of the opinion that the Commission had no power to suspend the 
December 30 rate filing of Monterey. Our sole authority to suspend is found in 
Section 4(e) of the Natural Gas Act. This section by its terms relates only to 
filings made pursuant to Section 4(d) of the Act, which provides that no change 
shall be made by any natural gas company in any “rate, charge, classification, or 
service or rules, regulations, or contract relating thereto” unless a new filing is 
made. 

The filing of Monterey made no change in any of its rates, charges or other 
matters mentioned in Section 4(d) but merely reflected the change in the Louisi- 
ana tax law from a combined gathering and severance tax of 2.3¢ per Mcf to a 
severance tax only of 2.3¢ per Mcf. In the case of Atlantic Seaboard Corporation 
v. FPC, 201 F. 2d 568, 572, the Circuit Court of Appeals for the Fourth 
Circuit said: 

On like principle a mere amendment of data supporting proposed tariffs 
theretofore filed, if it does not change the rates therein proposed, should 
not be treated as a new filing for the purposes of the suspension statute 
but as additional data in support of the original filing. 

Although the facts in the instant case are substantially different from those 
in Atlantic Seaboard, this statement would seem to apply here. 

Any careful reading of the Natural Gas Act shows that Section 4(e) was de. 
signed to permit companies to put into effect increased rates after a reasonable 
lapse of time, not to exceed five months, and not to permit the Commission to 
force a reduction in rates. 

Congress provided in Section 5(a) that we could investigate rates which we 
feel are too high and at the conclusion of the investigation reduce rates. It gave 
us no power to suspend rates during the period of our investigation. Yet that, 
in effect, is what the majority is here seeking to do, to lower rates under Section 
4(e) and make that reduction effective as of the date of the suspension order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and William R. Connole. 


PHILLIPS PETROLEUM COMPANY, DOCKET NO. G-17071 
ORDER DENYING PETITION FOR RECONSIDERATION 
(Issued April 6, 1959) 


On January 19, 1959, Phillips Petroleum Company (Phillips) filed a petition 
for reconsideration of the Commission’s order issued in this proceeding on 
November 28, 1958, which provided for a hearing herein and suspended certain 
increased rates. Phillips asks that the Commission modify its above-mentioned 
order by vacating the suspension insofar as it pertains to Supplement No. 31 
to Phillips’ FPC Gas Rate Schedule No. 18. 

Phillips avers that the proposed increased rate of 16 cents per Mcf for gas 
sold to Permian Basin Pipeline Company (Permian) under its FPC Gas Rate 
Schedule No. 18 actually results in a net rate to Phillips of less than 10 cents 
per Mcf. The differences between the proposed increased rate and the net 
rate actually received, it is alleged, is due to a credit of not to exceed 5 cents 
per Mcr allowed to Permian for removing carbon dioxide from the gas stream 
as produced. It is further stated that Permian pays Phillips for only 82% of the 
total treated volume of gas which is delivered since, pursuant to contractual pro- 
vision, Permian is entitled to utilize 18% of the gas delivered to it as fuel in 
effectuating treatment of the raw gas stream. 

Full consideration was given to the above-stated contentions at the time we 
issued our order on November 28, 1958, suspending Supplement No. 31 to Phil- 
lips’ FPC Gas Rate Schedule No. 18. The proposed increased rate of 16 cents, 
if made effective, is the cost that will be incurred by Permian for merchantable 
gas under the above-designated rate schedule. The fact that the gas must be 
processed and a certain quantity of it utilized as fuel for that purpose does not 
alter the fact that the proposed increased rate to Permian and its actual cost 
for the gas purchased by it under the said rate schedule will be 16 cents per 
Mecf. Accordingly, there appears no justification to conclude, as Phillips con- 
tends, that the proposed increased rate is actually less than 10 cents per Mcf 
and, therefore, should fall within the permissive pattern of rate increases as 
outlined by us in the Reef Fields case, In the Matter of Reef Fields Gasoline 
Corporation (Operator), et al. Docket No. G—14030, 19 FPC 351. 


The Commission finds: 


(1) The petition for reconsideration filed herein by Phillips on January 19, 
1959, sets forth no new facts and no principles of law which either were not fully 
considered by the Commission when it issued its order on November 28, 1958, or 
which having now been considered warrant either the modification or vacation 
of such order. 

(2) The aforesaid petition for reconsideration should be denied. 


The Commission orders: 


The petition for reconsideration of the order issued herein on November 28, 
1958, be and it hereby is denied. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and William R. Connole. 


OZARK-MAHONING COMPANY, PROJECT NO. 1886 
ORDER ACCEPTING SURRENDER OF LICENSE (MAJOR) 
(Issued April 7, 1959) 


Application was filed July 14, 1958, by Ozark-Mahoning Company, licensee 
for major Project No. 1886, for surrender of the license for the project pursuant 
to Section 6 of the Federal Power Act. 

The license for the project, which affected lands of the United States within 
the Roosevelt National Forest in Boulder County, Colorado, was issued to Harry 
M. Williamson on July 1, 1943, for a period of fifty years and transferred to 
Ozark-Mahoning Company effective as of March 15, 1946. 

The project has not been in an adequate state of repair and has not generated 
electric power since 1949. 

By letter dated February 20, 1959, the Forest Service, United States Depart- 
ment of Agriculture, informed the Commission that the lands involved have 
been restored to a condition satisfactory to the Service. 

The annual charges under the license for the project have been paid through 
the year 1958, and the licensee’s copy of the license instrument has been returned. 


The Commission finds: 


(1) Public notice has been given of the filing of the application for surrender 
of the license and no protests thereon have been received. 

(2) Acceptance of surrender of the license for the project is appropriate as 
hereinafter provided. 


The Commission orders: 


Surrender of the license for major Project No. 1886 is accepted effective as of 
December 31, 1958. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and William R. Connole. 


CITY OF OTTUMWA, IOWA, PROJECT NO. 925 
ORDER MODIFYING ORDER FURTHER AMENDING LICENSE (MAJOR) 
(Issued April 7, 1959) 


The Commission on August 6, 1958, 20 FPC 134, issued an order further amend- 
ing the license of City of Ottumwa, Iowa, for major Project No. 925, located on 
the Des Moines River in Wapello County, Iowa, and affecting navigable waters 
of the United States, to include enlargement of the power pool and extension of 
the impoundment gate system by, among other things, the construction of a new 
spillway on the right side of the existing powerhouse consisting of seven Tainter 
gates and two bascule gates. 

In response to a communication received August 21, 1958, advising of a change 
in plans, the Commission by letter dated August 27, 1958, suggested to the licensee 
that it file an application for modification of the August 6, 1958 order. 
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On October 30, 1958, the licensee filed with the Commission revised Exhibits 
L, M, and N to show and describe the latest proposed changes to the project, such 
changes consisting essentially of the use of one bascule and eight Tainter gates 
in lieu of two bascule gates and seven Tainter gates as originally planned. The 
new gate arrangement retains a bascule gate which permits the convenient pas- 
sage of debris and the substitution of one Tainter gate for one bascule gate, 
together with other minor changes, resulting in an increased spillway capacity. 

The Secretary of the Army and the Chief of Engineers have approved Exhibit 
L (FPC No. 925-18) in accordance with Section 4(e) of the Federal Power Act. 


The Commission finds: 


(1) The following exhibits conform to the Commission’s rules and regulations 
and should be approved as part of the license for the project, it not being neces- 
sary to approve Exhibit N as part of the license: 

Exhibit L: (FPC No. 925-18) Showing details of gate structures and levees, 
and superseding Exhibit L (FPC Nos. 925-3, -4, and -15) ; and 

Exhibit M: General description of the mechanical and electrical equipment— 
in one sheet, filed October 30, 1958, superseding Exhibit M now part of the license 
and Exhibit M filed January 28, 1957. 

(2) Modification of the August 6, 1958 order to substitute Exhibit L (FPC No. 
925-18) for Exhibit L (FPC No. 925-15) and Exhibit M, filed October 28, 1958, 
for Exhibit M, filed January 28, 1957, is appropriate and consistent with the 
public interest. 


The Commission orders: 


(A) Exhibit L (FPC No. 925-18) and Exhibit M, filed October 30, 1958, are 
approved as part of the license for the project. 

(B) The said August 6, 1958 order further amending the license for Project 
No. 925 is modified by substituting— 

(i) Exhibit L (FPC No. 925-18) ; and Exhibit M, (filed October 30, 1958: for 
Exhibit L (FPC No. 925-15): and Exhibit M, filed January 28, 1957; in lines 
6 and 7 of Finding (3) ; 

(ii) (FPC No. 925-18) and Exhibit M, filed October 30, 1958: for (FPC No. 
925-15) and Exhibit M, filed January 28, 1957; in line 3 of Paragraph (C) 
PARAGRAPH I.(ii); and 

(iii) Exhibit L (FPC No. 925-18) for Exhibit L (FPC No. 925-15) and Exhibit 
M, filed October 30, 1958, for Exhibit M, filed January 28, 1957, in Paragraph (C) 
PARAGRAPH I.(ii)B. so that the exhibits in Paragraph B of Article 2 of the 
license will consist of— 

Ecrhibdit L: (FPC No. 925-5) Showing dam and powerhouse; (FPC No. 925- 
12) Showing details of East and West diversion dams and connecting concrete 
spillway; and (FPC No. 925-18) Showing details of gate structures and levees. 

Exhibit M: General description of the mechanical and electrical equipment— 
in one sheet, filed October 30, 1958. 

(C) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313(a) of 
the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this amendment of license, as modified. In acknowledgment of the 
acceptance of this amendment of license, as modified, it shall be signed for the 


Licensee and returned to the Commission within 60 days from the date of issu- 
ance of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and William R. Connole. 


WISCONSIN MICHIGAN POWER COMPANY, PROJECT NO. 2072 


ORDER DETERMINING ACTUAL LEGITIMATE ORIGINAL PROJECT COSTS; NET 
CHANGE THEREIN ; AND PRESCRIBING ACCOUNTING THEREFOR 


(Issued April 7, 1959) 


Wisconsin Michigan Power Company, Licensee for Project No. 2072, on 
June 10, 1957, filed a statement pursuant to Section 4.1 of the Commission’s 
Regulations under the Federal Power Act, claiming as of December 31, 1953, 
an actual legitimate original cost of the project (Lower Paint Dam Develop- 
ment) in the amount of $762,050.99.” 

The Commission’s staff made a field examination of the books and records of 
Licensee and other data for the purpose of ascertaining the correctness of the 
claimed cost. In the course of that examination the staff reviewed Licensee’s 
recorded additions to project cost for the period January 1, 1954, through De- 
cember 31, 1957, in the amount of $1,840.32 (which amount is in addition to the 
amount of $302.25 recorded by Licensee in its books of account in 1955 but in- 
cluded in Licensee’s above claimed cost of original project as of December 31, 
1953), as shown by Licensee’s books of account. 

Following that examination, an agreement, subject to Commission approval, 
was reached between the staff and Licensee’s representatives with respect to 
certain proposed adjustments involving: (1) the reclassification of a number of 
items within the project plant accounts; (2) the elimination of the net amount 
of $7,110.52 from claimed and recorded project cost as of December 31, 1953; 
(3) the addition of the net amount of $30.97 to recorded project cost changes for 
the period from January 1, 1954, through December 31, 1957; and (4) the account- 
ing disposition of all amounts involved in the proposed adjustments. Based 
upon the proposed adjustments the revised project cost as of December 31, 1953, 
would be $754,940.47 ; the revised net increase in the project cost for the period 
from January 1, 1954, through December 31, 1957, would be $1,871.29; and the 
resulting revised claimed cost of the project as of December 31, 1957, would be 
$756,811.76. 

The net amount of $7,110.52 proposed to be eliminated from the claimed and 
recorded cost as of December 31, 1953, results from the elimination of improper 
overheads included in land costs in the amount of $6,721.48; unrecorded credit 
for land rights sold in the amount of $111.74; the exclusion of $302.25 from 
claimed land costs as of December 31, 1953, not incurred as of that date, but 
properly applicable to the additions in the year 1955; and the transfer to project 
plant accounts, from a non-utility property account, of the amount of $24.95, 


4 The project is located on Paint River in Iron County, Michigan, and may be described 
generally as Licensee’s Lower Paint Dam Development. The license, issued pursuant to 
Section 4(e) of the Federal Power Act, authorizing the construction, maintenance and 
operation of the project is by its terms effective for a period of 50 years commencing 
January 1, 1952. Construction of the project was begun on March 30, 1951, and the 
plant was placed in commercial operation on May 27, 1952. 

2 Article 23 of the license provides for Commission determination of the actual legitimate 
original cost of the original project and of any additions thereto or betterments thereof. 
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incurred in connection with project preliminary surveys and originally recorded 
in Account 110, Other Physical Property. 

The net upward adjustment in recorded additions during the period from 
January 1, 1954, through December 31, 1957, in the amount of $30.97, results 
from the above transfer from claimed cost as of December 31, 1953, of $302.25, 
representing costs incurred for lands acquired in 1955; a reduction in the cost 
of recorded additions in the amount of $397.19 due to improper pricing of such 
additions; the addition to project accounts of the cost of equipment improperly 
charged to nonproject accounts in the amount of $132.44; and a reduction in 
various accounts of the net amount of $6.53 due to the improper pricing of 
retirements. 

The transfer of the amount of $302.25 from the claimed initial cost as of 
December 31, 1953, to the cost of net additions from January 1, 1954, through 
December 31, 1957, requires no book entry. The accounting dispositions for the 
other proposed adjustments and to bring Licensee’s claimed and recorded project 
cost into agreement with the project cost changes tentatively agreed to between 
Licensee and the staff are shown by the following journal entry: 


As of Dec. san. 1,1954to|} As of Dec. 





| 
Accounts 
31, 1953 Dec. 31, 1957 31, 1957 
Account 101.1 Electric Plant in Service-Non-project . -_- oe slain ceibanieg Aiseiaiatl $422. 76 | $422. 76 
Account 250 Reserve for Depreciation of Electric Plant- | | | 
a a i neue i 6. 53 | 6. 53 
Account 538 Miscellaneous Income Deductions Pebok at cuaoe 6, 833. 22 
Account 110 Other Physical Property._-.......-....-- -| 4 95) | eivecpniaitiailitaial | (24. 95) 
Account 100.1 Electric Plant in Service-Project No. 2073. ....|.......-..----! (158. 01) (158. 01) 


Account 100.1 Electric Plant in Service-Project No. 2072. ..--.| (6, 808. 27) | (271. 28) | (7, 079. 55) 
( ) Denotes credit. 


After giving effect to the above adjustments, the Commission’s staff recom- 
mends and Licensee’s representatives concur that the Commission determine: 
(1) the actual legitimate original cost of the original project, Lower Paint Dam 
Development, to be $754,940.47 as of December 31, 1953, classified by primary 
plant accounts as shown in the attached schedule; (2) the net increase or 
change in the actual legitimate original cost of the Lower Paint Dam Develop- 
ment during the period from January 1, 1954, through December 31, 1957, to be 
$1,871.29, the individual primary plant account changes being shown in the 
attached schedule; and (3) the resulting actual legitimate original cost of the 
Lower Paint Dam Development as of December 31, 1957, to be $756,811.76, classi- 
fied by primary plant accounts as shown in the attached schedule. 

On June 9, 1958, Licensee filed revised statements of claimed project cost re 
flecting the proposed adjustments, including the accounting dispositions therefor, 
and the resulting recommended project costs as of December 31, 1953, and Decem- 
ber 31, 1957, respectively. 

The Public Service Commissions of Michigan and Wisconsin were separately 
advised by letters of this Commission dated November 14, 1958, of the proposed 
accounting disposition of the proposed eliminations and resulting project costs, 
all as recommended by the Commission’s staff and agreed to by the Licensee 
as set forth above. By their respective letters dated November 18, 1958, and 
November 25, 1958, the Public Service Commissions of Michigan and Wisconsin 
indicated no objection to the foregoing. 
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The Commission finds: 


(1) Licensee, by its tentative agreement to the proposed adjustments including 
the accounting dispositions therefor, and the resulting project costs and the re- 
vised statement which it filed, and the Public Service Commissions of Michigan 
and Wisconsin by their respective letters dated November 18, 1958, and November 
25, 1958, have obviated the necessity for the notice and opportunity to protest 
provided in Sections 4.4 and 4.5 of the Commission’s Regulations under the 
Federal Power Act. 

(2) The foregoing adjustments, including the accounting dispositions therefor, 
are reasonable and appropriate for the purposes of the Federal Power Act, and, 
therefore, should be approved and directed as hereinafter provided. 

(3) The actual legitimate original cost of the original project, Lower Paint 
Dam Development, is $754,940.47 as of December 31, 1953; the net increase or 
change in the actual legitimate original cost of the Lower Paint Dam Develop- 
ment for the period from January 1, 1954, through December 31, 1957, is 
$1,871.29; the resulting actual legitimate original cost of the Lower Paint Dam 
Development is $756,811.76 as of December 31, 1957; all as more specifically 
shown in the attached schedule. 


I'he Commission orders: 


(A) The provisions of Sections 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act are hereby waived for the purposes of this order. 

(B) The adjustments, including the accounting dispositions therefor, as pro- 
posed by the staff and agreed to by the Licensee are hereby approved and directed 
to be made by Licensee. 

(C) Licensee, to the extent that it has not already done so, shall establish 
and maintain control and detailed plant accounts for Project No. 2072, showing 
the total debit balance of $754,940.47 as of December 31, 1953; the debit 
amount of $1,871,29 as the net increase or change in project cost for the period 
from January 1, 1954, through December 31, 1957; and the total debit balance of 
$756,811.76 as of December 31, 1957 ; all as more specifically shown in the attached 
schedule classified by primary plant accounts of the Commission’s Uniform 
System of Accounts Prescribed for Public Utilities and Licensees. 

(D) Licensee shall within 90 days from the issuance of this order file FPC 
Form No. 7 showing compliance with this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and William R. Connole. 


WISCONSIN MICHIGAN POWER COMPANY, PROJECT NO. 2073 


ORDER DETERMINING ACTUAL LEGITIMATE ORIGINAL PROJECT COST; NET CHANGE 
THEREIN ; AND PRESCRIBING ACCOUNTING THEREFOR 


(Issued April 7, 1959) 


Wisconsin Michigan Power Company, Licensee for Project No. 2073," on June 
10, 1957, filed a statement pursuant to Section 4.1 of the Commission’s Regula- 
tions under the Federal Power Act, claiming as of July 31, 1954, an actual 
legitimate original cost of the project (Michigamme Falls) in the amount of 
$2,495,073.99.7 

The Commission’s staff made a field examination of the books and records of 
Licensee and other data for the purpose of ascertaining the correctness of the 
claimed cost. In the course of that examination the staff reviewed Licensee’s 
recorded additions to project cost for the period August 1, 1954, through Decem- 
ber 31, 1957, in the amount of $10,002.82, as shown by Licensee’s books of account. 

Following that examination, an agreement, subject to Commission approval, 
was reached between the staff and Licensee’s representatives with respect to 
certain proposed adjustments involving: (1) the reclassification of a number of 
items within the project plant accounts; (2) the-addition of the net amount of 
$176.15 to the claimed and recorded project cost as of July 31, 1954; (3) the 
elimination of the net amount of $1,773.56 from recorded project cost changes 
for the period from August 1, 1954, through December 31, 1957; and (4) the 
accounting disposition of all amounts involved in the proposed adjustments. 
Based upon the proposed adjustments the revised project cost as of July 31, 
1954, would be $2,495,250.14; the revised net increase in the project cost for 
the period from August 1, 1954, through December 31, 1957, would be $8,229.26; 
and the resulting revised claimed cost of the project as of December 31, 1957, 
would be $2,503,479.40. 

The net amount of $176.15 proposed as an addition to the initial claimed cost 
results from two items: The transfer to project plant accounts, from a non- 
utility property account, of the amount of $573.74 incurred in connection with 
project preliminary surveys and originally recorded in Account 110, Other 
Physical Property; and the elimination of overhead costs applicable to non- 
project plant in the amount of $397.59, from project accounts. 

The net amount of $1,773.56 proposed to be eliminated from Licensee’s recorded 
project additions for the period from August 1, 1954, through December 31, 1957, 
results from an improper capitalization of maintenance costs in the amount of 
$1,615.55 ; and the elimination of the amount of $158.01 due to the under-pricing 
of property transferred from Project No. 2073 to Project No. 2072. 
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*The project is located on the Michigamme River in Iron County, Michigan, and may 
be described generally as Licensee’s Michigamme Falls Development. ‘The license, issued 
pursuant to Section 4(e) of the Federal Power Act, authorizing the construction, main- 
tenance and operation of the project is by its terms effective for a period of 50 years 
commencing November 1, 1951. Construction of the project was begun on August 22, 
1951, and the plant was placed in commercial operation on June 29, 1953. 

2 Article 23 of the license provides for Commission determination of the actual legitimate 
original cost of the original project and of any additions thereto or betterments thereof. 
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The proposed accounting disposition of all amounts involved in the foregoing 
adjustments of the claimed and recorded cost as of July 31, 1954, and for the 
period from August 1, 1954, through December 31, 1957, tentatively agreed to, 
is as follows: 


As of July 31, | Aug. 1, 1954, | As of Dec. 31, 


Account 1954 to Dec. 31, 1957 
1957 

100.1 Electric Plant in Service—Project No. 2072...........-.}...--..--.----- $158. 01 $158. 01 
100.1 Electric Plant in Service—Nonproject._............--.- GGG aE bescousapageena 397. 59 
250.1 Reserve for Depreciation of Electric Plant in Service— 

NE Ste) an dhbaltenutetpemebbaguidoqresentinengavtenapnne 66. 84 66. 84 
538 Miscellaneous Income Deductions. -.................--]........-.---- 1, 548. 71 1, 548. 71 
S00: :: /Qther Phsskeal Prepare is. 25 bi end hsp nid ivnsiaedset ee a (573. 74) 
100.1 Electric Plant in Service—Project No. 2073........-..-- 176. 15 (1, 773. 56) (1, 597. 41) 


( ) Denotes credit. 


After giving effect to the above adjustments, the Commission’s staff recom- 
mends and Licensee’s representatives concur that the Commission determine: 
(1) the actual legitimate original cost of the original project, Michigamme Falls 
Development, to be $2,495,250.14 as of July 31, 1954, classified by primary plant 
accounts as shown in the attached schedule; (2) the net increase or change in the 
actual legitimate original cost of the Michigamme Falls Development during the 
period from August 1, 1954, through December 31, 1957, to be $8,229.26, the 
individual primary plant account changes being shown in the attached schedule; 
and (3) the resulting actual legitimate original cost of the Michigamme Falls 
Development as of December 31, 1957, to be $2,503,479.40, classified by primary 
plant accounts as shown in the attached schedule. 

On June 9, 1958, Licensee filed its revised statement of claimed project cost 
reflecting the proposed adjustments, including the accounting dispositions there- 
for, and the resulting recommended project cost as of July 31, 1954, and Decem- 
ber 31, 1957, respectively. 

The Public Service Commissions of Michigan and Wisconsin were separately 
advised by letters of this Commission dated November 14, 1958, of the proposed 
reclassifications and adjustments, accounting disposition, and resulting project 
cost, all as recommended by the Commission’s staff and agreed to by the Licensee 
as set forth above. By their respective letters dated November 18, 1958, and 
November 25, 1958, the Public Service Commissions of Michigan and Wisconsin 
indicated no objection to the foregoing. 


The Commission finds: 


(1) Licensee, by its tentative agreement to the proposed adjustments, includ- 
ing the accounting dispositions therefor, and the resulting project cost, and the 
revised statement which it filed, and the Public Service Commissions of Mich- 
igan and Wisconsin by their respective letters dated November 18, 1958, and 
November 25, 1958, have obviated the necessity for the notice and opportunity 
to protest provided in Sections 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act. 

(2) The foregoing adjustments, including the accounting dispositions therefor, 
are reasonable and appropriate for the purposes of the Federal Power Act, and, 
therefore, should be approved and directed as hereinafter provided. 
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(3) The actual legitimate original cost of the original project, Michigamme 
Falls Development, is $2,495,250.14 as of July 31, 1954; the net increase or change 
in the actual legitimate original cost of the Michigamme Falls Development for 
the period from August 1, 1954, through December 31, 1957, is $8,229.26; the 
resulting actual legitimate original cost of the Michigamme Falls Development 
is $2,503,479.40 as of December 31, 1957; all as more specifically shown in the 
attached schedule. 


The Commission orders: 


(A) The provisions of Sections 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act are hereby waived for the purposes of this order. 

(B) The adjustments, including the accounting dispositions therefor, as pro- 
posed by the staff and agreed to by the Licensee are hereby approved and directed 
to be made by Licensee. 

(C) Licensee, to the extent that it has not already done so, shall establish 
and maintain control and detailed plant accounts fer Project No. 2073, showing 
the total debit balance of $2,495,250.14 as of July 31, 1954; the debit amount of 
$8,229.26 as the net increase or change in project cost for the period from 
August 1, 1954, through December 31, 1957; and the total debit balance of 

2,503,479.40 as of December 31, 1957; all as more specifically shown in the 
attached schedule classified by primary plant accounts of the Commission’s 
Uniform System of Accounts Prescribed for Public Utilities and Licensees. 

(D) Licensee shall within 90 days from the issuance of this order file FPC 

Form No. 7 showing compliance with this order. 


556-794—_63-—_-32 
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470 FEDERAL POWER COMMISSION 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and William R. Connole. 


WISCONSIN MICHIGAN POWER COMPANY, PROJECT NO. 2074 


ORDER DETERMINING ACTUAL LEGITIMATE ORIGINAL PROJECT COST; NET CHANGE 
THEREIN ; AND PRESCRIBING ACCOUNTING THEREFOR 


(Issued April 7, 1959) 


Wisconsin Michigan Power Company, Licensee for Project No. 2074,’ on June 
10, 1957, filed a statement pursuant to Section 4.1 of the Commission’s Regula- 
tions under the Federal Power Act, claiming as of June 30, 1954, an actual 
legitimate original cost of the project (Hemlock Falls) in the amount of 
$1,341,602.93.? 

The Commission’s staff made a field examination of the books and records of 
Licensee and other data for the purpose of ascertaining the correctness of the 
claimed cost. In the course of that examination the staff reviewed Licensee’s 
recorded additions to project cost for the period July 1, 1954, through December 
31, 1957, in the amount of $230.88, as shown by Licensee’s books of account. 

Following that examination, an agreement, subject to Commission approval, 
was reached between the staff and Licensee’s representatives with respect to 
certain proposed adjustments involving: (1) the reclassification of certain items 
within the project plant accounts; (2) the addition of the net amount of $167.17 
to the claimed and recorded project cost as of June 30, 1954; and (3) the 
accounting disposition of all amounts involved in the proposed adjustments. 
Based upon the proposed adjustments the revised project cost as of June 30, 1954, 
would be $1,341,770.10; the net increase in the project cost for the period 
from July 1, 1954, through December 31, 1957, would be $230.88; and the result- 
ing revised claimed cost of the project as of December 31, 1957, would be 
$1,342,000.98. 

The amount of $167.17 proposed as an addition to the initial claimed cost 
represents the transfer to project plant accounts, from a non-utility property 
account, of the cost of preliminary surveys related to the project. The proposed 
accounting disposition, tentatively agreed to, of the amount of the above adjust- 
ment is to be accomplished by a credit to Account 110, Other Physical Property. 

After giving effect to the above adjustments, the Commission’s staff recom- 
mends and Licensee’s representatives concur that the Commission determine: 
(1) the actual legitimate original cost of the project, Hemlock Falls Develop- 
ment, to be $1,341,770.10 as of June 30, 1954, classified by primary plant accounts 
as shown in the attached schedule; (2) the net increase or change in the actual 
legitimate original cost of Hemlock Falls Development during the period from 
July 1, 1954, through December 31, 1957, to be $230.88, the individual primary 
plant account change being shown in the attached schedule; and (3) the resulting 
actual legitimate original cost of the Hemlock Falls Development as of Decem- 


ber 31, 1957, to be $1,342,000.98, classified by primary plant accounts as shown 
in the attached schedule. 


1The project is located on Michigamme River in Iron County. Michigan, and may be 
described generally as Licensee’s Hemlock Falls Development. The license, issued pur- 
suant to Section 4(e) of the Federal Power Act, authorizing the construction, maintenance 
and operation of the project is by its terms effective for a period of 50 years commencing 
November 1, 1951. Construction of the project was begun on January 25, 1952, and the 
plant was placed in commercial operation on August 1, 1953. 

2 Article 14 of the license provides for the determination of the actual legitimate original 
cost of the project and of any additions thereto or betterments thereof. 
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On June 9, 1958, Licensee filed its revised statement of claimed project cost 
reflecting the proposed adjustments, including the accounting disposition therefor, 
and the resulting recommended project costs as of June 30, 1954, and December 
31, 1957. 

The Public Service Commissions of Michigan and Wisconsin were separately 
advised by letters of this Commission dated November 14, 1958, of the proposed 
adjustments, accounting dispositions, and resulting project cost, all as recom- 
mended by the Commission’s staff and agreed to by the Licensee as set forth 
above. By their respective letters dated November 18, 1958, and November 25, 
1958, the Public Service Commissions of Michigan and Wisconsin indicated no 
objection to the foregoing. 


The Commission finds: 





(1) Licensee, by its tentative agreement to the proposed adjustments, includ- 
ing the accounting dispositions therefor, and the resulting project costs, and the 
revised statement which it filed, and the Public Service Commissions of Michigan 
and Wisconsin by their respective letters dated November 18, 1958, and November 
25, 1958, have obviated the necessity for the notice and opportunity to protest 
provided in Sections 4.4 and 4.5 of Commission’s Regulations under the Federal 
Power Act. 

(2) The foregoing adjustments, including the accounting dispositions there- 
for, are reasonable and appropriate for the purposes of the Federal Power Act, 
and, therefore, should be approved and directed-as hereinafter provided. 

(3) The actual legitimate original cost of the original project, Hemlock Falls 
Development, is $1,341,770.10 as of June 30, 1954; the net increase or change in 
the actual legitimate original cost of the Hemlock Falls Development for the 
period from July 1, 1954, through December 31, 1957, is $230.88; and the actual 
legitimate original cost of the Hemlock Falls Development is $1,342,000.98 as of 
December 31, 1957; all as more specifically shown in the attached schedule. 





The Commission orders: 


(A) The provisions of Section 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act are hereby waived for the purposes of this order. 

(B) The adjustments, including the accounting dispositions therefor, as 
proposed by the staff and agreed to by the Licensee are hereby approved and 
directed to be made by Licensee. 

(C) Licensee, to the extent that it has not already done so, shall establish and 
maintain control and detailed plant accounts for Project No. 2074, showing the 
total debit balance of $1,341,770.10 as of June 30, 1954; the debit amount of 
$230.88 as the net increase or change in project cost for the period from July 1, 
1954, through December 31, 1957; and the total debit balance of $1,342,000.98 
as of December 31, 1957; all as more specifically shown in the attached schedule 
classified by primary plant accounts of the Commission’s Uniform System 
of Accounts Prescribed for Public Utilities and Licensees. 

(D) Licensee shall within 90 days from the issuance of this order file FPC 
Form No. 7 showing compliance with this order. 
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474 FEDERAL POWER COMMISSION 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and William R. Connole. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G—17256 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued April 8, 1959) 


On December 15, 1958, El Paso Natural Gas Company (Applicant) filed in 
Docket No. G-17256 a budget-type application pursuant to Section 7(c) of the 
Natural Gas Act for a certificate of public convenience and necessity authorizing 
the construction and operation of field facilities to enable it to take into its 
certificated main pipeline system from time to time during the calendar year 
1959 new supplies of natural gas which will be purchased from independent 
producers in the general area of its existing transmission system at a total cost 
of not to exceed $5,000,000, all as more fully set forth in the application. 

The facilities proposed to be constructed and operated by Applicant during 
the calendar year 1959 under this application are: 

(a) Field lateral pipelines varying in diameter from 414-inches O.D. to 
20-inches O.D., with appurtenant facilities, each single project to cost not more 
than $500,000 and the aggregate cost of all such installations not to exceed 
$1,500,000 ; 

(b) Compressor and appurtenant facilities varying in size from 300 to 1,600 
horsepower, each single installation to cost not more than $500,000 and the 
aggregate cost of all such facilities not to exceed $1,500,000; 

(c) Purification and/or dehydration and appurtenant facilities, each single 
installation to cost not more than $500,000 and the aggregate cost of all such 
facilities not to exceed $1,000,000 ; and 

(d) Gasoline plant and appurtenant facilities consisting primarily of additions 
or alterations to Applicant’s existing gasoline plants, each single installation to 
cost not more than $500,000 and the aggregate cost of all such facilities not to 
exceed $1,000,000. 

The purpose of this budget-type proposal is to augment Applicant’s ability to 
act with reasonable dispatch in securing by contract, and connecting to its pipe- 
line system new supplies of gas in various producing areas generally co-extensive 
with its system. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
March 30, 1959, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c) (1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, El Paso Natural Gas Company, a Delaware corporation having 
its principal place of business in El Paso, Texas, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion in its order of October 29, 1942, in Docket Nos. G—242 and G—257 (3 FPC 851). 

(2) The facilities hereinbefore described, as more fully described in the appli- 
cation in this proceeding, are proposed to be used in the transportation of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, and 
the construction and operation thereof by Applicant are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities to take natural gas from 
producers thereof during the calendar year 1959 as proposed by Applicant are 
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required by the public convenience and necessity and a certificate therefor should 
be issued, as hereinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit on or before March 1, 1960, a 
statement under oath showing: (a) names of fields connected, (b) estimates 
of gas supplies attached, (c) description of the project or projects constructed 
pursuant to the authorization granted hereinafter, (d) the location of said proj- 
ect or projects, and (e) the costs of the facilities so constructed. 

(6) The authorization granted hereinafter should be limited to expenditures 
for construction during the calendar year 1959, and the total expenditures for 
facilities authorized to be constructed hereunder should be limited to $5,000,000, 
with no single project at any given location to exceed a cost of $500,000. 

(7) Public convenience and necessity require that the general terms and condi- 
tions set forth in paragraphs (a) and (e) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act (18 CFR 157.20) should attach to the 
certificate hereinafter issued to Applicant and to the exercise of the rights 
granted thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.80(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing El Paso Natural Gas Company to construct and operate the 
proposed facilities to take natural gas, all as more fully described in the 
application in Docket No. G—-17256, upon the terms and conditions of this order. 

(B) Applicant shall submit on or before March 1, 1960, a statement under 
oath showing: (a) names of fields connected, (b) estimates of gas supplies 
attached, (c) description of the project or projects constructed pursuant to the 
authorization granted in paragraph (A) above, (d) the location of said project 
or projects, and (e) the costs of the facilities so constructed. 

(C) The authorization granted in paragraph (A) above shall be limited 
to expenditures for construction during the calendar year 1959, and the total 
expenditures for facilities to be constructed shall be limited to $5,000,000 with 
no single project at any given location to exceed a cost of $500,000. 

(D) The general terms and conditions set forth in paragraphs (a) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act shall 
attach to the certificate issued in paragraph (A) above and to the exercise of 
the rights granted thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


PACIFIC NORTHWEST PIPELINE CORPORATION, DOCKET NO. G—10260; 
UNION PACIFIC RAILROAD COMPANY, DOCKET NO. G—10531 


ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued April 8, 1959) 


Pacific Northwest Pipeline Corporation (Pacific) and Union Pacific Railroad 
Company (Union) filed a joint petition on June 9, 1958, to amend the Commis- 
sion’s order issued January 2, 1958, in the above-captioned dockets, which author- 
ized Pacific to construct and operate certain facilities to receive natural gas 
from Union at the outlet of the latter’s Rangely Gasoline Plant in Rio Blanco 
County, Colorado, and authorized Union to sell such natural gas to Pacific, 
pursuant to a 20-year gas sales contract dated April 25, 1955, executed by and 
between Pacific and Union. 
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The aforesaid petition to amend states that effective as of March 19, 1958, 
Pacific and Union executed an agreement amending basic provisions of the gas 
sales contract of April 25, 1955. This amended agreement provides that Union 
will deliver gas to Pacific at a pressure of 850 psi instead of 500 psi as previously 
provided for, thus relieving Pacific of the necessity of constructing and operating 
the 220 horsepower compressor station which was among the facilities authorized 
by the order issued January 2, 1958. 

The original gas sales contract dated April 25, 1955, providing for an initial 
rate of 10 cents per Mcf at 15.025 psia (subject to Btu adjustment), was accepted 
for filing and designated as Union Pacific Railroad Company FPC Gas Rate 
Schedule No. 3. However, no service having been rendered under this rate 
schedule, it was subsequently permitted to be withdrawn by letter dated May 5, 
1958, for the reason that it was prematurely filed. The amendatory agreement 
effective March 19, 1958, provides for an initial rate of 15 cents per Mcf, and 
states, in effect, that the original contract dated April 25, 1955, contained price 
provisions (10 cents per Mcf initially) which are no longer equitable as they 
do not reflect fairly the prices which Pacific must negotiate to pay for additional 
gas supplies of like quality in this area and at a pressure of 850 psi. 

The joint petition requests the Commission to amend its order issued January 
2, 1958, in these proceedings to give effect to the gas sales contract as amended 
by the agreement of March 19, 1958. 

Pursuant to due notice, a public hearing was held in Washington, D.C., 
on Merch 31, 1959, respecting the matters involved in and the issues presented 
by the petition. No petition to intervene or protest to the granting of the 
petition has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a de- 
cision herein pursuant to Section 1.30(c)(1) of its Rules of Practice and 
Procedure. 


The Commission finds: 


It is necessary and appropriate to carry out the provisions of the Natural Gas 
Act, and the public convenience and necessity require, that the order of the 
Commission issued in these proceedings on January 2, 1958, be amended as here- 
inafter ordered. 

The Commission orders: 

(A) The order of the Commission issued January 2, 1958, in Docket Nos. 
G-10260, et al., is hereby amended (1) to give effect to the gas sales contract 
as amended by the agreement of March 19, 1958, executed by and between 
Pacific and Union, as referred to above, and (2) to rescind the prior author- 
ization issued to Pacific in Docket No. G—10260, to construct and operate the 
proposed 220 horsepower compressor station. 

(B) In all other respects, said order shall remain in full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and William R. Connole. 


PERMIAN BASIN PIPELINE COMPANY, ET AL., DOCKET NO. G-11699 
ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued April 8, 1959)? 


Hach of the above designated parties (with the exception of Permian Basin 
Pipeline Company (Permian) Docket No. G—11699), hereinafter sometimes 


2 Omitted portions of this order relate to the issuance of producer certificates. 
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collectively referred to as Applicants, has filed an application for a certificate 
of public convenience and necessity, pursuant to Section 7 of the Natural Gas 
Act, authorizing the sale of natural gas in interstate commerce for resale 
as hereinafter described, subject to the jurisdiction of the Commission, all as 
more fully represented in the respective applications. 

+ * * a * ~ * 


Permian has filed an application in Docket No. G—11699 for a certificate 
of public convenience and necessity authorizing the construction and operation 
of certain facilities necessary for the transportation of natural gas in interstate 
commerce for resale as hereinafter described and as more fully represented 
in the application. 

Temporary authorization was granted in each of the dockets herein. 

Docket No. G-11699—Permian filed on January 2, 1957, an application for a 
certificate of public convenience and necessity authorizing the construction and 
operation of approximately 2.1 miles of 65¢-inch O.D. lateral supply pipeline 
to extend from a proposed meter station to be installed by Permian near the 
Prentice Field Gasoline Plant in Yoakum County, Texas, to a proposed connec- 
tion at a main line tap to be installed by El Paso Natural Gas Company (El 
Paso) at a point on El Paso’s existing 24-inch Dumas transmission pipeline in 
Yoakum County, in order to enable Permian to purchase up to 15,000 Mcf of 
residue gas daily from said plant. El Paso was authorized in Docket No. 
G-—12135 to construct and operate said tap. The gas to be purchased by Permian 
will be resold and delivered to Northern Natural Gas Company (Northern) 
at the proposed tap of El Paso pursuant to an exchange agreement. Northern 
will immediately redeliver at said tap said gas to El Paso, and El Paso will 
transport said gas for the account of Northern for redelivery of such gas to 
Northern at El Paso’s Dumas Compressor Station. The estimated total initial 
cost of the facilities proposed herein by Permian is $40,000, which cost is to be 
financed from company funds. 

The gas supply which will become available by the operation of the proposed 
facilities is reasonably adequate to justify the construction of the proposed 
facilities. 

* * * * * * * 

Pursuant to due notice, a public hearing was held in Washington, D.O., on 
March 27, 1959, respecting the matters involved in and the issues presented by 
the applications. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render 

a decision herein pursuant to Section 1.30(c)(1) of the Commission’s Rules 
of Practice and Procedure. 


The Commission finds: 
* * * * * * + 


(2) Permian, a Delaware corporation having its principal place of business in 
Omaha, Nebraska, is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order of May 1, 1953, in 
Docket No. G-1928 (12 FPC 85). 


* * * = * . * 


(4) Permian’s facilities hereinbefore described, as more fully described in the 
application in this proceeding and the exhibit appended thereto, are proposed 
to be used in the transportation and sale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, as integral parts of Permian’s 
existing pipeline system and the construction and operation thereof by Permian 
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are subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 
2 - * * * + * 


(6) Applicants are able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

= * 7 * * * * 


(8) The construction and operation of the proposed facilities by Permian 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(9) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (c) (4), and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Permian and to 
exercise of the rights granted thereunder, and that the time within which con- 
struction of the facilities authorized by this order shall be completed and placed 
jn actual operation should be fixed at six months from the date on which this 
order issues. 

(10) A request during public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Permian to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceed- 
ing and the exhibits appended thereto, for the transportation and sale of 
natural gas subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(3), (ce) (4), and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted to 
Permian in paragraph (A) hereof and to the exercise of the rights granted 
thereunder. 

(C) The time within which Permian’s facilities hereby authorized shall be 
constructed and placed in actual operation as provided by paragraph (b) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act is 
hereby fixed at six months from the date on which this order issues. 

* * * 7” = s * 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


PUGET SOUND POWER & LIGHT COMPANY, DOCKET NO. B-6867 
ORDER AUTHORIZING THE ISSUANCE OF PREFERRED STOCK 
(Issued April 8, 1959) 


Puget Sound Power & Light Company (Applicant), incorporated under the 
laws of the State of Massachusetts and qualified to do business as a foreign 
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corporation in the State of Washington, filed an application on March 9, 1959, 
as amended March 30, 1959, for an order, pursuant to Section 204 of the Federal 
Power Act, authorizing it to issue and sell 100,000 shares of 544% Preferred 
Stock, par value $100 per share, and exempting such issuance and sale from the 
Commission’s competitive bidding requirements. 

Applicant proposes to issue the aforementioned 100,000 shares of Preferred 
Stock about April 15, 1959, in accordance with the terms of a proposed Purchase 
Agreement, through a private sale to twenty-two insurance and investment com- 
panies for the par value price of $100 per share at a dividend rate of 54% 
per year. It proposes to pay Blyth & Co., Inc., a placement fee of $40,000, or 
2/5ths of 1% of the total par value of the Preferred Stock, for placing the 
contemplated issuance. Applicant entered into negotiations with four large 
investment banking houses, including Blyth & Co., Inc., for the placement of 
the stock and after examinations of offers submitted by the four investment 
houses, Applicant concluded that the terms and provisions of the Preferred 
Stock as proposed by Blyth & Co., Inc., appeared to be more favorable to it 
than those proposed by the other investment houses. 

Applicant may redeem the proposed issuance of Preferred Stock in its entirety 
at any time or in part from time to time at redemption prices (plus accrued 
dividends), beginning at $106.50 per share if redeemed during the first five years 
after the date of issue and decreasing thereafter, mostly at three-year intervals 
at the rate of $1.00 per share, to a final price of $102.00 per share on May 15, 
1978. The contemplated issuance will have the benefit of a 2% per annum sink- 
ing fund beginning in 1963 which will be used for the purpose of redeeming the 
Preferred Stock at its par value. 

By letter dated February 9, 1959, Docket No. IN-934, the Commission, pursuant 
to Section 34.2(k) (2) (ii) of its Regulations under the Federal Power Act, 
authorized Applicant to enter into negotiations for the underwriting or sale of 
the proposed issuance of Preferred Stock. Applicant now requests that the pro- 
posed issuance be exempted from the competitive bidding requirements of Sec- 
tion 34.1la (b) and (c) of those Regulations upon findings as set forth in Section 
34.1a (a) (4) thereof. 

Applicant proposes to utilize the proceeds to be obtained from the issuance of 
Preferred Stock for the purpose of prepaying, in part, an outstanding Promissory 
Note in the aggregate principal amount of $12,000,000.2 The aforesaid Note was 
issued to provide a portion of the funds necessary to carry forward Applicant’s 
construction program, which is estimated to cost approximately $23,700,000 for 
the year 1959. Of that amount the largest single item will be approximately 
$10,520,000 for the cost of facilities associated with Applicant’s Baker River 
hydroelectric development, licensed by the Commission under the Federal Power 
Act as Project No. 2150. 

Written notice of the application has been given to the Public Service Com- 
mission of Washington and to the Governor of that State. Notice of the appli- 
cation also was published in the Federal Register on March 19, 1959 (24 F.R. 
2096), stating that any person desiring to be heard or to make any protest with 
reference to the application shall file a petition or protest on or before April 2, 
1959, with the Federal Power Commission, Washington 25, D.C. No protest or 


petition or request to be heard in opposition to the granting of the application 
has been received. 


* By order issued October 17, 1958, Puget Sound Power & Light Company, Docket No. 
E-6842 (20 FPC 523), the Commissioner, among other things, authorized Applicant to 
issue not to exceed $25,000,000, aggregate principal amount of Promissory Notes, out- 
standing at any one time, in accordance with the terms of a credit agreement dated Sep- 
tember 8, 1958, with eighteen commercial banks. 









480 FEDERAL POWER COMMISSION 


The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission, as 
heretofore described and set forth in the Commission’s order issued April 10, 
1958, Pudget Sound Power & Light Company, Docket No. E-6805 (19 F.P.C. 507). 

(2) The proposed issuance and sale of Preferred Stock, as described above, 
will consitute an issuance of securities within the purview of Section 204 of the 
Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204(f) of the Act; and the proposed issuance of Pre- 
ferred Stock is, therefore, not exempt by virtue of that Section from the require- 
ments of Section 204 of the Act. 

(4) There is no affiliation, direct or indirect, through directors, officers, or 
stockholders, or the ownership of securities, or otherwise, between Applicant 
and the underwriting firm of Blyth & Co., Inc. 

(5) Under the circumstances herein, sufficient cause has been shown for 
exempting the proposed issuance of Preferred Stock from the competitive bidding 
requirements of Section 34.la (b) and (c) of the Commission’s Regulations 
under the Federal Power Act. 

(6) The proposed issuance and sale of Preferred Stock, as hereinafter 
authorized, will be for a lawful object, within the corporate purposes of Appli- 
eant and compatible with the public interest, which is appropriate for and con- 
sistent with the proper performance by Applicant of service as a public utility 
and which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 

(7) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance and sale of Preferred Stock, as described above, 
upon the terms and conditions, and for the purposes specified in the application, 
as amended, are hereby authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transaction hereby authorized 
is consummated within 90 days from the date of issuance of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
now pending or which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which this 
order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


POWER AUTHORITY OF THE STATE OF NEW YORK, PROJECT NO. 2000 


ORDER PRESCRIBING PLAN OF REGULATION OF PROJECT OUTFLOWS AND LEVELS OF 
LAKE ONTARIO AND ST. LAWRENCE RIVER 


(Issued April 10, 1959) 


Article 13 of the license issued July 15, 1953 to Power Authority of the State 
of New York for Project No. 2000, located in the International Rapids Section of 
the St. Lawrence River, provides, among other things, that the operations of the 
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licensee so far as they affect the use, storage, and discharge from storage of 
waters affected by the license, shall at all times be controlled by such reasonable 
rules and regulations as the Secretary of the Army may prescribe in the interest 
of navigation, and as the Commission may prescribe for the protection of life, 
health, and property, and in the interest of the fullest practicable conservation 
and utilization of such waters for power purposes and for other beneficial public 
uses, including recreational purposes. 

Article 19 of the license for Project No. 2000 provides that in the design, con- 
struction, maintenance and operation of the project covered by the license, the 
licensee shall comply with all applicable provisions and requirements of the 
Order of Approval (International Joint Commission Docket No. 68) issued 
October 29, 1952, by the International Joint Commission to the Governments of 
the United States and Canada for the construction of certain works for the 
development of power in the International Rapids Section of the St. Lawrence 
River. 

The “works” referred to in the Order of Approval are those constructed by 
The Hydro-Electrie Power Commission of Ontario in Canada, and those con- 
structed in the United States by Power Authority of the State of New York 
under the license for Project No. 2000. 

On July 2, 1956, the International Joint Commission by Order amended its 
October 29, 1952 Order to incorporate in the Order a range of elevations for Lake 
Ontario and the criteria for the regulation of Lake Ontario and the St. Lawrence 
River. 

By letter dated March 30, 1959, the Department of State requests us to take 
such action as we deem necessary and appropriate to assure operation of the St. 
Lawrence project facilities on April 1, 1959, or as soon thereafter as possible, 
in such a manner as to meet the criteria and other requirements as set forth in 
the International Joint Commission’s Orders of Approval of October 29, 1952 
and July 2, 1956. 

Accordingly, we are prescribing in this order a plan of regulation of the out- 
flows and levels of Lake Ontario and the St. Lawrence River to be followed by 
Power Authority of the State of New York in the operation of Project No. 2000. 


The Commission orders: 


(A) To the fullest extent within the control of the Licensee, the Licensee 
shall regulate the outflows and levels of Lake Ontario and the St. Lawrence River 
by Project No. 2000 so that: 

(1) The regulated outflow from Lake Ontario from 1 April to 15 December 
shall be such as not to reduce the minimum level of Montreal Harbour below that 
which would have occurred in the past with the supplies to Lake Ontario since 
1860 adjusted to a condition assuming a continuous diversion out of the Great 
Lakes Basin of 3,100 cubic feet per second at Chicago and a continuous diversion 
into the Great Lakes Basin of 5,000 cubic feet per second from the Albany River 
Basin (hereinafter called the “Supplies of the past as adjusted”). 

(2) The regulated winter outflows from Lake Ontario from 15 December to 
31 March shall be as large as feasible and shall be maintained so that the diffi- 
culties of winter power operation are minimized. 

(3) The regulated outflow from Lake Ontario during the annual spring 
break-up in Montreal Harbour and in the river downstream shall not be greater 
than would have occurred assuming supplies of the past as adjusted. 

(4) The regulated outflow from Lake Ontario during the annual flood dis- 
charge from the Ottawa River shall not be greater than would have occurred 
assuming supplies of the past as adjusted. 


a 
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(5) Consistent with other requirements, the minimum regulated monthly 
outflow from Lake Ontario shall be such as to secure the maximum dependable 
flow for power. 

(6) Consistent with other requirements, the maximum regulated outflow from 
Lake Ontario shall be maintained as low as possible to reduce channel excava- 
tions to a minimum. 

(7) Consistent with other requirements, the levels of Lake Ontario shall be 
regulated for the benefit of property owners on the shores of Lake Ontario in the 
United States and Canada so as to reduce the extremes of stage which have been 
experienced. 

(8) The regulated monthly mean level of Lake Ontario shall not exceed eleva- 
tion 248.0 with the supplies of the past as adjusted.’ 

(9) Under regulation, the frequency of occurrences of monthly mean eleva- 
tions of approximately 247.0 and higher on Lake Ontario shall be less than 
would have occurred in the past with the supplies of the past as adjusted and 
with present channel conditions in the Galops Rapids Section of the Saint 
Lawrence River.*? 

(10) The regulated level of Lake Ontario on 1 April shall not be lower than 
elevation 244.0. The regulated monthly mean level of the lake from 1 April to 
30 November shall be maintained at or above elevation 244.0. 

(11) In the event of supplies in excess of the supplies of the past as adjusted, 
the works in the International Rapids Section shall be operated to provide all 
possible relief to the riparian Owners upstream and downstream. In the event, 
of supplies less than the supplies of the past as adjusted, the works in the 
International Rapids Section shall be operated to provide all possible relief to 
navigation and power interests. 

(B) A plan of regulation which is consistent with the range of stage and 
criteria in Paragraph (A) above and with criteria and requirements of the 
International Joint Commission’s Order of Approval of October 29, 1952 as 
supplemented by its Order of July 2, 1956 is described on the attached Plates 
1, 2, 3, 4, 5 and 6, which Plates are included as part of this order. Under this 
plan, the mean outflow to be discharged is computed for each week. 

(C) To the fullest extent within the control of the Licensee, the Licensee shall 
follow the plan described in Paragraph (B) above except for temporary devia- 
tions which the Commission’s authorized representative may permit as justified 

under special conditions. 

(D) This plan of regulation shall be subject to review and change by the 
Commission at any time deemed appropriate and expedient in the public interest. 

(BE) The Licensee shall keep a continuous record of Lake Ontario outflows 
and levels recomputed to show what they would have been under natural condi- 
tions (also referred to as “preproject conditions”), that is, with channel condi- 
tions as of March 1955 and without the existing works in the International 
Rapids Section of the St. Lawrence River. Such outflows and levels should be 
computed using the following formula for open channel conditions: 

Sm'+-.0014385Q’=Sm--.0014385Q+-D where 
Sm*=Natural weekly mean level of Lake Ontario at Oswego 
Q’=Natural weekly mean outflow from Lake Ontario 
Sm=Recorded weekly mean level of Lake Ontario at Oswego 
Q=Recorded weekly mean outflow from Lake Ontario 
D=The beginning of the week difference between natural 
and recorded levels of Lake Ontario at Oswego. 


*“Present channel conditions” refers to conditions as of March 1955. 
7 All elevations mentioned are stated in relation to the United States Lake Survey 
1935 datum. 
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For ice-cover periods, the Commission’s authorized representative will 
furnish the Licensee a factor to take into account flow retardation due to 
ice-cover. He will also furnish the Licensee the relationship between Sm’ 
and Q’*. 

(F) The District Engineer, Corps of Engineers, Department of the Army 
in Buffalo, New York, is the Commission’s authorized representative who will 
exercise supervision over the operations of the Licensee under these regulations. 

(G) This order shall become effective within fifteen days from date of its 
issuance. 

(H) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313(a) 
of the Federal Power Act. 


PLATE 1 


DESCRIPTION OF PLAN OF OPERATION AND ITS APPLICATION IN 
FEBRUARY 1959 








EXAMPLE 
Column 
Step Computations as of Jan. 26, 1959 to determine outflow Value | number 
No. for period ending Feb. 2, 1959 on 
plate 2 
11 | Compute I, mean supply for period ending Jan. 26, 1959, from Lake On- 
tario outflow and change in level (1,000 c.f.s.)_. . 258 2 
2 | Compute 17.85 Supply Index (17.85 O2) or period ending ‘Jan. 26, 1959 
17.85X O2=I—O0;+17.85X0O; (258—197+3,521)=_.-...-..-------- 2-2... 3, 582 3 
(Note: O; for period ending Jan. 26 is 02 for period ending Jan. 19) 
3 | Compute Supply Index, O:, for end of period ending Jan. 26, 1959 (1,000 
CED Ge stk cccckcthbberdpttmeeenisathdteinecnbaatineane 201 4 
4 | Find Normal Supply Index for period ending Jan. 26, 1959 from Plate 3_- 233 5 
5 | Compute Deviation of Supply Index from Normal Supply Index for period | 
ou ee. Oe ee eee a eS —32 6 
6 | Compute change in Deviation in 13 weeks for period ending Jan. 26, 1959 
fy Tt i OF PR eS Ss ORES —5 7 
7 | Compute adjustment to Deviation from Normal for period ending Jan. 
26, 1959. 4% times the sum of changes in Deviation from Normal in 13 
~—™ for Se 4 periods ending %, Kz, Ko and Me, that is % 8 
Peta Geie ....cndubstecenushegubtensediisenignedeindcseatoaliuake —4 
8 Ones adjusted Deviation from Normal for period ending Jan. 26, 1959, = . 
AT es inate dilenaiganasthicnigns Glbemaiobiinnaitteddémemaaan ade = 1 
9 | Compute change in storage for period ending Jan. 26, 1959. Mean Sup- 
ply—regulated flow for period ending Jan. 26, 1959, (258—210) =_.....__ +48, 13 
10 | Convert 48 1,000 cfs-weeks to feet from Plate 4..............-........-.-.- +.14 14 
11 | Compute water level for end of period ending Jan. 26, 1959 (245.14+.14) = 
245.14 is from Col. 15 for period ending Jan. 19...................-....-- | 245.28 15 


12 | Derive basic regulated discharge for next regulating period from Plate 5 
using adjusted Deviation (—36) and water level at end of period ending 
SU ah, ORANGE dudicuncédubeccends ddbisucinaeladibencneiie act 180 ll 
Flow Limitations: 

13 © | Maximum related to water level—Use Plate 6 and water level at end of 
ES 8 Sf ae eee , i) aS 
14P | Maximum with no serious ice conditions in Montreal Harbor—Add un- 
adjusted Deviation (—32) to maximum limiting control number from 
eS 6 i cdiithnacisnadntennhdltunscdtmaiasatiinpeaattimntniugspn 216 P 
1? | Maximum with serious ice condition in Montreal Harbor—Add unad- 
et Deviation to maximum limiting control number from Plate 3 oF 
Pe Ee irrkancodabnuasthescdinstbiticnchabeiundendh anhinneusineatsiile EF Ed ccccns 

Not controlling—No Serious Ice Condition in Montreal Harbor 
16 | Minimum related to preproject conditions—Add unadjusted Deviation to 
minimum limiting control number from Plate 3 (not applicable in Feb- 
ruary cl aa sa 
17™ | Minimum flow limitation from Plate 3................----.-------------- | FP Tctitieeeen 
18 | Discharge for the next regulating perioc i—Use basic regulated discharge 
(Step 12) if value is between lowest maximum and highest minimum 
flow limitations (Steps 13 to 17), otherwise use the applicable flow limi- 
tation. 212M | 12 











' The Supply Index, O: for any period is the outflow at the end of that period. It is derived from the 
equation 17.85X O2=I—0;+17.85 O;. Lis the mean supply to Lake Ontario for the period and 0; is the out- 
flow at the beginning of the period and is equal to the outflow at the end of the preceding period. 
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REGULATION OF 


Adjusted deviation supply index from 
normal at end of period—1,000 C.F.S. 









































n> 


} | 
| Supply index at end of period—1,000 
C.F.S. 
| — eos 
| | 
Supply | | 
Week 1,000 | | 
ending | C.F.S. | Devia- | Change | 
| 17.85XO2} Index | Normal tion in devia- | Adjust- | 
index from tionin | ment 
| normal | 13 weeks | 
—_ — — — viele — ——| —_————— | 
1 2 | 3 | 4 5 6 | 7 8 
| 
| | 
1958 | 
Jan. 6 1{ 220.5 234; —13.51 +1.9 | —2.1 
13 | .4 219.7 234 —14.3 | +2.2 | —0.4 
20 2] 218.5 233} -14.5| +424] +409 
27 | 9.3] 219.6) 233} 13.4) +42) 41.8 
Feb. 3 .7| 218.6 233 | 14.4 +4.6 | 2.2 
10 3.1 | 217.0 7 —16.0 | +3.8 | +2.5 
17 } 6 215.6 233} —17.4] +1.2]} +423 
24 | 3.1 213.6 233 | —19.4 | 0 | +1.6 
Mar. 3 | 5.4 217.1 233} —15.9| +43) +1 
10 | 7 217.7 2 3] +3.5 +1.5 
17 | 8 | 219.0 236 0 +3.9 2.0 
24 | B51] 219.4 | 238 6 2.6 +1.5 
31 9.5| 221.3 | 243 .7 | 2 | —0.4 
Apr. 7 3.9 224.3 245 | 7 (o 7 —2.2 
14 | .6 | 225.7 249 | 3.3 0 —4.3 
21 | 4 227.1 251 | 9) 4 | —5.5 
28 | 9.9 | 228.6 253 .4 .0 | —6.1 
May 5| 0 229. 9 256 1 7 —6.8 
12 | Lat 229. 4 | 258 6 2.6 —7.4 | 
19 | 6} 230.2 | 259 .8 .4 —-7.8 
26 | 5. 2 229. 4 260 . 6 2 —7.8 
June 2 | 8.9 229. 1 261 | 9 0 8.5 
9 | 2.8} 228.7 262 | .3 .0 —9.3 
16 | 0 229.0 262 3. 0 5.0 —10.0 
23 57.4 227.9 263 re B. 5 —10.9 
30 | 5 228.1 263 | 9 Lo —10.6 
July 7 9 228. 6 262 4) iF —9.9 
14 | 5.3 228.9 262 cy 9.8 —8.9 
21 56.5 227.8 261 ES 38 —7.7 
28 .3 226. 3 260 7 9.3 | —6.8 
Aug. 4 | 9.8 224.6 259 4 3 —6.1 
11 7 223.8 257 . 2 —4.6 —5.2 
18 | 7.3 220. 6 255 4 —5.6 —4.6 
25 | Vg. 220.8 | 254 3.2 —2.6 —3.5 
Sept. 1 4 218.8 252 —33. 2 —1.3 | —2.4 
8 .1 217.4 250 —32.6 +0.7 —1.5 
15 2.0 216.9 248 —31.1 +1.9 —0.2 
22 3 218.5 246 —27.5 +7.6 +1.5 
29 0 217 244 —27 +8 +3 
Oct. 6 215 243 —28 +5 +4 
13 213 242 —29 +4 +4 
20 210 240 —30 +3 +3 
27 211 238 —27 +7 +3 
Nov. 3 209 238 —29 +5 +3 
10 208 237 —29 +4 +3 
17 208 236 —28 +6 +4 
24 207 235 —28 +5 +3 
Dec. 1 206 235 —29 +4.0 +3.0 
8 205 235 —30 +3.0 +3.0 
15 , 204 235 —31 0 2.0 
22 129 3, 626 203 234 —31 —3.0 +1.0 
29 172 3, 595 201 234 —33 —6.0 —1.0 
1959 
Jan. 5 188 3, 582 201 234 —33 —5.0 —2.0 
12 155 3, 536 198 234 —36 -—7.0 —4.0 
19 183 3, 521 197 233 —36 —6 —4 
26 258 3, 582 201 233 —32 —5 —4 
Feb. 2 201 3, 582 201 233 —32 -3 —4 
9 208 3, 589 201 233 —32 —3 -3 
16 235 3, 623 203 233 —30 —2 —2 
23 221 3, 641 204 233 —29 -1 —2 
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Under regulation | 
Preproj- 
aoe ‘= Prepro}- | ect ele- | Preproj-| Preproj-| Regu- 
| ect vation ect ect lated 
Discharge from Water level of dis- Lake ele- outflow | outflow 
Lake Ontario | Changeinstorage} Lake Ontario charge | Ontario | vation Lake Lake 
1,000 C.F.S. Lake Oswego, rake St. Louis|St. Louis 
~ “ey 1 aa | Ontario | | Lé ms 1,000 1, ap 
| | | 1,000 | C aL "y Lock 5 | C.F.S. lc: 
| From | With | 1,000 | End of | C.F.S. | 19385 | Lachine | 
basic | limita- | C.F.S. | Feet period mean | datum | | | 
} curve | tions _| | 
} ou 2 | 3 | | 45 | «2 | a7 18 19 20 21 
} | a 
| 
| 
| 
| | | | 
-1 0 | 245.05 | 245.05 221.2 245. 06 67. 67 276 
—13 —(). 04 | 5.01 5. 03 220.3 | 5. 02 68. 16 2¥1 
—22| —0.06 4.95 | 4.98 219. 5 4.98 | 68.39 298 
} +18 +0. 05 | 5. 00 4. 98 217.7 4.89 | 68.56] 302 
—26 -0. 07 4.93 4.96 | 220.1 5.01 | 67.37 268 
37 —@. 11 4. 82 4. 88 208. 8 5. 05 68. 09 289 
28 | —0.08 4.7 4.78 206. 1 4.91 67.95 285 
31 | —0.09 4. 65 4.70 205. 3 4.87 | 67.99 286 
| +0. 20 4. 85 4.75 | 204.3 4.82 | 66.87 254 
| +). O1 4. 86 4. 86 218.5 5.02 | 66. 87 254 
+0. 05 4.91 4.88 | 218.3 5.02 | 67.20 263 
| +0. 01 4.92 4.92 219.4 5.06 | 67.48 271 
| +0. 10 5. 02 4. 97 220. 4 5.11 68. 62 304 
| +0.21| 5.23 5.12 224. 1 5. 20 69. 52 | 332 
+0. 14 | 5. 37 5. 30 227.8 5. 38 68. 82 310 
+(). 17 5. 54 5. 46 227. 4 5. 36 68. 84 311 
+. 18 5.72 5. 63 229. I 5. 44 68 78 309 
+0. 18 5. 90 5.81 | 231.6 5. 56 68. 21 292 250 
L 180 | +0. 09 | 5. 99 5. 94 230. 9 53 | 67.69 277 236 
L 180 | | +0. 16 | 6.15 6.07 | 230.5 3.51 | 67.51 272 232 
L 180 | | +0.08 6. 23 6.19 | 231.4 5. 55 67. 30 | 266 225 
L 180 | | +0. 01 6. 24 6.24 | 230.3 5. 50 67. 27 | 265 255 
L 180 | | +0. 01 | 6. 25 | 6.24) 230.1 5. 49 67. 38 269 258 
L 180 | +0. 04 6. 29 6. 27 230. 9 5. 53 67. 43 | 270 258 
L 180 | —0.03 6. 26 6. 28 229.9 5.48 | 67.16 262 | 2 
Lis0| P 5 | +0. 05 6.31 | 6.28] 229.3) 5.45 | 67.17 | 262 249 
L 180 P 216 +0. 06 6. 37 | 6. 34 229. 1 | 5. 44 67.06 | 260 | 247 
; ©&180 P 217 +0. 05 | 6. 42 6.40 | 229.1 | 5. 44 67. 21 | 264 | 252 
L180 | P 216 5} —0.02 | 6. 40 6. 41 230. 3 5. 50 67. 29 266 | 252 
L180 | P 215 | —0.04 | 6. 36 | 6. 38 227.0 5. 34 67. 16 262 | 250 
L190} P217 —0. 06 | 6. 30 | 6. 33 227.0 | 5. 34 67. 06 260 | 250 
L180} P24 —0.01 6. 29 6. 30 226.1 | 5. 30 66. 82 253 241 
L 180 P 213 —0.14 6.15 | 6. 22 223. 9 5.19 66. 66 249 238 
L 180 P 211 +0. 04 6.19 6.17 221. 6 | 5. 08 66. 74 251 240 
L 180 P 210 — 26 —0.07 | 6.12 | 6.16} 219.9 | 5. 00 66. 80 252 | 242 
L 180 P 208 —14| —0.04 | 6. 08 6.10 218.9 | 4.95 66. 64 248 237 
} L180} P 206 +3} +0.01 6.09 6.08 | 218.3 4.92 66. 81 253 241 
184} P 206 +39 | +0.11 6. 20 6.14 | 217.7 | 4. 89 66. 72 | 250 238 
207 P 207 —14| —0.04 6. 16 6.18 217. 9 490; 66.69 | 249 238 
| 214 214 —26 | —0.07 6.09 6.12} 216.0 4. 81 66. 76 251 249 
| 213 | 213 | —37 | —0.11 5. 98 | 6.04 214.0 | 4.71 66. 80 252 251 
207 | 207 —48 | —0.14 5. 84 5.91 210.7 | 4. 55 66. 86 254 250 
196 196 +27 +0. 08 5. 93 5.88 | 208.7 4.45 66. 93 256 243 
210 | 210 —36 | —0.10 5. 83 5. 88 209.7 | 4.50 | 67.02 | 258 | 258 
200 | 200 —12| —0.03 5. 80 5. 82 207. 5 | 4 39 66. 69 | 249 242 
199 M 200 +12| +0.03 5. 83 | 5.82 | 206.5 | 4. 34 66. 65 248 242 
208 208 —19 | —0.05 | 5.78 5.80 | 207.3 4.38 66. 81 | 253 254 
203 203 -19 | —0.05 5.73 | 5.76| 207.5} 4.39} 66.76 | 251 246 
| 198 | ™M 210 —10 | —0.03 5.70 5.72 | 205.9 | 4.31 66. 72 | 250 254 
194 M 210 | —31 | —0.09 5. 61 5. 66 204.7 | 4.25] 67.62 | 275 | 281) 
186 | ™M 210 —21 | —0.06 5. 55 5. 58 203. 3 | 4.18 | 
180 M 210 —38 | —0.11 5. 44 5. 50 201.1 4.07 
180 M 210 | —0. OF 245. 38 245. 41 187. 6 244. 09 e 
180 M 210 —0. 16 5. 22 5. 30 188.0 | 4.11 
180 M 210 —27 | —0.08 186.1 | GG Enacneers ~ 
| 180 | ™M 210 | +48 | +0.14 188. 5 4.14 bas ~ 
| 180 M 212 | —11} —0.03 189.7 OE cette ; 
is0| M212 | —4| -0.01 190.8 4.23 ; ‘ 
180 M 212 +23 | +0.07 191.8 4. 28 | i . ; ; 
| 180 M 212 +9} +0.03 194.9 4.45 





| 
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PLATE 4 
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REGULATION OF LAKE ONTARIO—CONVERSION TABLE 


WEEKLY SUPPLIES TO FEET 


Supply (1,000 cfs) 


347,560 


Change in Level (feet) = Change in 
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Change in supply 
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SSSaAERAARASRSISSERRSTSSE 


SSSAAARARKKAKSIIISEESSSSE 





SSSAMSARRRSSSSVVSSSESSSBE 


SSSLRSANARSRSSVSRSBSSSSSE 





SsSSASANARSRRRIIESBSsessr 


a> 
SSSaHee— 


6 
18 


AAKSSSSSISSSSSSSER 


~~ “NAO to » ~ o reo 
SISSLSLAARKSRSSSIGSSSESSSSE 





1,000 cfs 


Change in Level—foot 


SSSSAALAARRSSRSISSRBSSTER 


sssstseanaangassssesacsss 


SSSSAANRRARRSSSSILSSSESSSES 


SO Socket! 





C.ccnctnlaegn 


(UmONONO QOINSd ONILITTIOD wiv 40 ONI © 20 


awn ‘a 


| 
. 
, 


oun 


EAVES 





FEDERAL POWER COMMISSION 














Z 
5 
re 
as 
E 
° 
6 
4 
< 
fd 
w 
a 
is 
em 











$2 Ol 





t 
a + 
Pee 
sf 


MoMWM 92 














_438W. = 9z 
















































































490 FEDERAL POWER COMMISSION 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


SACRAMENTO MUNICIPAL UTILITY, DISTRICT OF SACRAMENTO, 
CALIFORNIA, PROJECT No. 2101 


ORDER APPROVING REVISED EXHIBIT 
(Issued April 10, 1959) 


Pursuant tw Article 26 of its license for Project No. 2101, Sacramento 
Municipal Utility District of Sacramento, California, filed on March 23, 1959 for 
Commission approval revised Exhibit L drawings for the Jaybird tunnel intake 
structure and the Junction dam, the location of which structures is shown on 
Exhibit L-6A-1 (FPC No. 2101-33) now part of the license. 

The Junction dam forms the diversion structure and forebay for the Jay- 
bird powerhouse and provides an afterbay to re-regulate power releases from the 
future Union Valley powerhouse. 

The principal change shown on the revised drawings is the lowering of 
the normal operating water surface level from elevation 4450 feet to elevation 
4447 feet. However, the spillway crest remains at elevation 4450 feet. 

The proposed changes are desirable and, as shown on the revised drawings, the 
spillway and the structural stresses of the dam are adequate. 


The Commission finds: 


The following described revised Exhibit L drawings conform to the Commis- 
sion’s rules and regulations and should be approved as part of the license for 
the project, and superseded Exhibit L-5 (FPC No. 2101-11) should be eliminated 
from the license as hereinafter provided: 

Exhibit L-19 (FPC No. 2101-60) entitled “Jaybird Tunnel-Intake Structure, 
General Arrangement, Plan, Elevation and Sections,” 

L-20 (FPC No. 2101-61) entitled “Junction Dam, General Arrangement, Plan,” 

L-21 (FPC No. 2101-62) entitled “Junction Dam, General Arrangement, 
Elevation and Section,” 

L-23 (FPC No. 2101-64) entitled “Junction Dam, General Arrangement, 
Vertical Sections,” 

L-26 (FPC No. 2101-67) entitled “Junction Dam, Concrete Outlines, Arch 
Rings—Sheet 1 of 2,” 

L-27 (FPC No. 2101-68) entitled “Junction Dam, Concrete Outlines, Arch 
Rings—Sheet 2 of 2,” 

L-28 (FPC No. 2101-69) entitled “Junction Dam, Concrete Outlines, Spillway 
and Piers,” and 

L-29 (FPC No. 2101-70) entitled “Junction Dam, Outlet Works, Sections and 
Details.” 


The Commission orders: 


(A) The revised Exhibit L drawings described in the finding above are 
approved as part of the license for Project No. 2101, and the exhibit described in 
the finding as superseded is eliminated from the license. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


THE MONTANA POWER COMPANY, PROJECT NO. 2188 
ORDER APPROVING REVISED EXHIBITS AND ADJUSTING ANNUAL CHARGE 
(Issued April 13, 1959) 


On November 10, 1958, The Montana Power Company, licensee for major 
Project No. 2188—located on the Missouri and Madison Rivers in Cascade, 
Gallatin, Lewis and Clark, and Madison Counties, Montana, and affecting navi- 
gable waters of the United States and lands of the United States within the 
Gallatin and Helena National Forests and other lands of the United States— 
filed for Commission approval and inclusion in the license for the project certain 
exhibits showing the Cochrane Development of the project as constructed. 

The effects of approving the exhibits, among others, will be to decrease the 
rating of the generators of the Cochrane Development from 25,000 kw to 24,000 
kw and to decrease the authorized installed horsepower capacity of the develop- 
ment for the purpose of computing the capacity component of the administrative 
annual charge from 66,600 horsepower to 64,000 horsepower, thus decreasing the 
authorized installed capacity of the project from 346,300 horsepower to 343,700 
horsepower and, consequently, decreasing the annual charge to be paid under the 
license for the project for the purpose of reimbursing the United States for the 
costs of administration of Part I of the Federal Power Act. 

The Secretary of the Army and the Chief of Engineers have approved the 
revised plan insofar as the interests of navigation are concerned. 


The Commission finds: 


(1) The following exhibits conform to the Commission’s rules and regula- 
tions and should be approved as part of the license for the project: 

Exhibit K: (FPC No. 2188-76 and -77) Detail Land Maps showing project 
lands and boundary, superseding Exhibit K (FPC Nos. 2188-2 and -3), now part 
of the license for the project ; 

Exhibit L: (FPC No. 2188-78) General Plan, Elevation & Section, superseding 
Exhibit L (FPC No. 2188-4), now part of the license for the project; 

(FPC No. 2188-79) Powerhouse & Intake Dam, Cross-Section, superseding 
Exhibit L (FPC No. 2188-5), now part of the license for the project; 

(FPC No. 2188-81) Main One Line Wiring Diagram, superseding Exhibit L 
(FPC No. 2188-8), now part of the license for the project; 

(FPC No. 2188-82) Powerhouse Plans, superseding Exhibit L (FPC No. 
2188-6) , now part of the license for the project ; and 

Evhibit M(1): General Description and Specifications of Equipment of the 
Cochrane Development—one typewritten sheet filed in the Commission on No- 
vember 10, 1958, and superseding Exhibit M for the Cochrane Development filed 
June 14, 1955, and now part of the license for the project. 


and the superseded exhibits should be eliminated from the license for the project. 
(2) The annual charge for reimbursing the United States for the costs of 
administration of Part I of the Federal Power Act, based on the decreased 


authorized installed horsepower capacity (343,700 horsepower), as hereinafter 
provided, is reasonable. 


The Commission orders: 


(A) The above-described exhibits are approved as part of the license for the 
project. 
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(B) The above-specified superseded exhibits are eliminated from the license 
for the project. 

(C) The license for Project No. 2188 is revised by substituting— 

(i) Exhibit K (FPC Nos. 2188-76 and -77) for Exhibit K (FPC Nos. 2188-2 
and 2188-3) in Paragraph (a) of the license ; 

(ii) Exhibit L (FPC Nos. 2188-78, -79, -81, and -82) for Exhibit L (FPC Nos. 
2188-4, —5, -8, and -6) and Exhibit M(1) for the Cochrane Development filed 
November 10, 1958, for Exhibit M for the Cochrane Development filed June 14, 
1955, in paragraph (b) of the license ; 

(iii) “24,000-kw” for “25,000-kw” in line 8 of Paragraph (b) (3) of the license; 
and 

(iv) “January 1, 1959” for “April 1, 1956” in line 1 and “(343,700 horse- 
power)” for ‘(346,300 horsepower)” in line 5 of Paragraph (iii) of Article 36 
of the license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act and failure to file such an application shall constitute ac- 
ceptance of this order. In acknowledgment of the acceptance of this order, it 
shall be signed for the Licensee and returned to the Commission within 60 days 
from the date of its issuance. 


MIDDLE STATES PETROLEUM CORPORATION (FORMERLY MIDSTATES 
OIL CORPORATION), DOCKET NO. G—14836 


ORDER ADOPTING DECISION OF PRESIDING EXAMINER 
(Issued April 13, 1959) * 
Syllabus 


1. Producer has established a prima facie case for the issuance of a certificate, 
since it has proven that there is a market for the gas at the proposed price, 
that the project is economically feasible at that price, and there is 
no evidence showing that the proposed rate adversely affects the public 
convenience and necessity. P. 498. 

2. Commission issues certificate of public convenience and necessity under Sec- 
tion 7 of the Natural Gas Act to Middle States. P. 500. 

Commissioner Hussey not participating. 

Commissioner Connole dissenting. 

W. C. Braden, Jr., B. J. Williamson, Harry S. Littman, and Dale A. Wright 
for Middle States Petroleum Corp. 

W. O. Crain, George D. Fiser, C. Huffman Lewis, and Vernon W. Woods for 

United Gas Pipe Line Co. 

Orson L. Huntsman for the staff of the Federal Power Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 

On November 21, 1958, the presiding examiner issued a decision herein 
determining that a certificate of public convenience and necessity should be 
issued under Section 7(e) of the Natural Gas Act to Midstates Oil Corporation. 
No exceptions have been filed to that decision. However, the Commission initiated 
a review of the presiding examiner’s decision in accordance with Section 1.30(d) 
(2) of the Commission’s Rules of Practice and Procedure. 


*Initial decision appears on p. 493. 
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The Commission finds: 





Upon consideration of the entire record in this proceeding, the initial decision 
of the presiding examiner herein should be adopted as the decision of the 
Commission. 


The Commission orders: 


The initial decision of the presiding examiner issued herein on November 
21, 1958, is hereby adopted and such decision shall become effective as the 
decision of the Commission as of the date of issuance of this order. 
Commissioner Connole dissenting. 


DECISION 
UPON APPLICATION FOR A CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued November 21, 1958) 


MarsH, Presiding Examiner: This proceeding is upon the application, filed 
by Midstates Oil Corporation (Midstates) on April 4, 1958, for a certificate 
of public convenience and necessity pursuant to Section 7 of the Natural Gas 
Act (the Act) authorizing Midstates to sell to United Gas Pipe Line Company 
(United), for resale for ultimate public consumption, natural gas produced by 
Midstates in the Normanna and South Tuleta Fields in Bee County, Texas, pur- 
suant to a contract entered into between United and Midstates on March 31, 
1958." 

Pursuant to notices issued and published by the Secretary of the Commission, 
the matter came on for hearing before the undersigned hearing examiner. Upon 
the conclusion of the presentation of evidence, Midstates moved for the waiver 
of the intermediate decision procedure. The motion was concurred in by United 
but was opposed by Staff Counsel. Thereafter, the Commission issued an order 
denying applicant’s motion. An opportunity was afforded for the filing of briefs 
and briefs have been filed by Midstates, United, and the Svaff of the Commis- 
sion. Final briefs were received on November 12, 1958. 

On February 11, 1958, in the matter of United Gas Pipeline Company, 
Docket No. G—13326, 19 FPC 222, the Commission issued a certificate of public 
convenience and necessity authorizing United to construct and operate field fa- 
cilities to enable applicant to take into its certificated main pipeline system 
natural gas which it will purchase from producers in the general area of its 
such existing transmission system, such authorization being “limited, however 
to construction during the calendar year 1958, and the total expenditures for 
facilities to be constructed hereunder shall not exceed three million dollars 
and no single project shall exceed a cost of $400,000.” The evidence in this 
proceeding shows that prior to such construction as may be necessitated by 
reason of the authorization herein sought, United has constructed pursuant 
to that authorization facilities costing approximately $1,600,000. United pro- 
poses to perform such construction and to operate such facilities as may be 
needed in this instance under and pursuant to the authorization granted in 
the order of February 11, 1958 above referred to. Consequently, United did not 
file in this proceeding an independent application for authorization to construct 
and operate the facilities herein required, and, therefore, United does not appear 
as an applicant here. United did, however, file a petition to intervene and, pur- 
























1On file with the Commission as Midstates Oil Corporation, FPC Gas Rate Schedule 
Number 61, but subject to the caveat that “This proposed filing will not become effective 
until accepted for filing by the Federal Power Commission.” 
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suant to the authorization granted by the Commission, participated in the 
hearing herein. 

Before proceeding to a consideration of the merits of this case, it should be 
noted that Midstates denies the Commission’s jurisdiction in the premises and 
the application was, therefore, filed under protest and without prejudice to any 
legal or equitable right or remedy available to Midstates by which its status 
under the provisions of the Natural Gas Act might be judicially determined. 

That, by reason of the ownership and operation of its integrated transmission 
system, United is an interstate natural-gas company subject to this Commission’s 
jurisdiction, has been repeatedly determined by the Commission and is conceded 
here. Midstates is a corporation authorized to do business in Texas and 13 other 
Southern and Middle Western states. The corporation is the wholly owned sub- 
sidiary of Middle States Petroleum Company (Petroleum Company). It is not, 
however, a newly organized corporation. United has been buying gas from Mid- 
states from five or six other fields, and for some 20 years. The contract here 
involved has been filed, as is indicated in the footnote set out above, as Midstates 
FPC Gas Rate Schedule Number 61, indicating that there are outstanding a 
number of such contracts between Midstates and purchasers of gas. 

Subsequent to the filing of the application herein but prior to the date on 
which the matter came on for hearing, namely on or about August 1, 1958, Ten- 
nessee Gas Transmission Corporation (Tennessee) acquired the ownership of 
in excess of two-thirds of the stock of Petroleum Company. By reason of such 
acquisition, Tennessee thus became the owner of over two-thirds of the stock of 
the holding company which, in turn, owns all of the stock of the corporation 
which is the applicant in this proceeding. 

The Normanna and Tuleta Fields are adjacent to each other and are, in turn, 
adjacent to United’s 18-inch main pipeline extending from Beeville in Bee County, 
to Refugio, in Refugio County, Texas. At Refugio this 18-inch pipeline is inter- 
connected with United’s West 30-inch line through which gas moves to United’s 
consumers in the Monroe, Louisiana, area. The greater part of the sales by 
United from the West 30-inch line are to other pipeline companies. Both the 18 
and the 30-inch lines are interconnected with, and are parts of, United’s inte- 
grated interstate natural gas transmission pipeline system. 

The contract of March 31, 1958 provides that seller will deliver the gas 
covered thereby “at a mutually agreeable central point in the Normanna or South 
Tuleta Field” and seller agreed to construct, operate and maintain, at its own 
expense the necessary pipeline from seller’s wells to that delivery point. Thus 
the seller will have to install some 500 to 1,000 feet of small pipe which will 
extend from the wellheads to separators (and/or heaters) at the outlets of which 
United’s lines will receive the gas. Buyer agreed to construct a pipeline from 
its existing pipeline (more specifically the 18-inch line above referred to) to 
said delivery point. When deliveries are begun, the gas so sold and purchased 
will flow in an uninterrupted stream from the wells by which it is pro- 
duced into United’s interstate transmission system. Thus, the sale by Mid- 
states to United will be and become a sale of natural gas in interstate commerce 
for purposes of resale for ultimate public consumption. 

It was estimated that the cost of constructing the facilities which United 
would have to construct would be in the neighborhood of $80,000 and thus far 
less than the $400,000 maximum amount allowed for any single project by the 
Commission’s order of February 11, 1958 in Docket No. G-13226. United has 
made the necessary survey and is prepared to proceed at once with the in- 
stallation of the facilities which it will have to install in order to receive the 
gas here under consideration. 
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The evidence in this record discloses that for 20 years United has been dedicated 
to the obligation to supply the demands of its gas consumers. Those demands 
increased from about 263 billion cubic feet in 1937 to 406 billion in 1946 and to 
approximately one and one quarter trillion cubic feet in 1956 and 1957. To 
meet this ever increasing consumer demand United has felt bound to follow 
consistently a policy of continually adding reserves to its system, and for this 
purpose the pipeline company has regularly pursued the practice of acquiring new 
gas through gas purchase contracts. United considers itself obligated to purchase 
additional volumes of gas at approximately the rate at which its reserves are 
being depleted. 

Union Producing Company, United’s gas producing subsidiary has about four 
trillion cubic feet of reserves in place. A simple mathematical calculation would 
indicate that these reserves would provide a supply for about 314 years on the 
basis of United’s current demands. In addition, United has gas purchase con- 
tracts with various producers which together with Union’s leases are estimated to 
produce economically about 24 trillion cubic feet. On the basis of United’s 
present market demands these reserves would seem to be sufficient for about 
20 years service. However, the demands of United’s customers are increasing 
consistently and it is clear that unless United continues to add to its reserves 
each year an amount approximating the amount of reserves used up in the same 
period the company will be moving toward liquidation, and will be permitting the 
wasting away of its ability to serve its consumers. 

The Normanna Field is located near Beeville which is one of United’s pro- 
duction areas. The reserves in the field are owned by seven oil companies includ- 
ing Midstates, but 75 per cent of them are owned by Atlantic Refining Company 
and Tidewater Oil Company. The leases covered by the contract of March 
31, 1958 include some 530 acres. At the present time, Midstates has only three 
producing wells in the area. The field is in the early stages of development 
and consequently its area is not fully defined. On the basis of present data the 
reserves which Midstates proposes to dedicate to United under the contract 
are estimated at 14 billion cubic feet. This figure was arrived at as a result 
of a study made of the field by United’s geologists, which study afforded a basis 
for an agreement between the parties as to the extent of such reserves. Mid- 
states proposes to drill additional wells, however, and United’s witness testified 
that he anticipated a revision upward of the reserve estimate as such drilling 
proceeds. United’s geologists considers Normanna a major gas discovery. 

The evidence establishes the fact, and it is not questioned by Staff Counsel, 
that Midstates is a qualified applicant within the meaning of Section 7(e) 
of the Act. Equally well established is the fact that Midstates is able and 
willing properly to do the acts and perform the services proposed and (subject 
to its reservation as to jurisdiction herein before referred to) to conform to the 
provisions of the Act and the requirements, rules and regulations of the Com- 
mission thereunder. A prima facie showing, at least, has been made as to the 
adequacy of the reserves for the purpose of the sale herein proposed, the ability 
of the applicant to finance the project, the economic and engineering feasibility 
of the project, and the eventual need in United’s market for the gas proposed to 
be furnished. As the Staff’s brief is understood, aside from evidence to justify 
the price agreed upon in the contract of March 31, 1958 the applicant unquestion- 
ably has made the showing required by Section 7(e) of the Natural Gas Act. 
Thus, as was true in Hope Natural Gas Company, Docket No. G—12571, et al., 
19 FPC 405, 407, “This case poses but one question, namely, ‘What evidence of 
prices or rates must an independent producer applicant introduce in order te 
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sustain a finding that the public convenience and necessity requires a sale of the 
gas?” 

The contract herein is to continue and remain in full force and effect for a 
term of twenty years from the date deliveries are commenced. It also provides 
that buyer shall pay seller for the gas delivered thereunder 17 cents per Mcf for 
the first five years; 18 cents per Mcf for the next five years; 19 cents per Mcf for 
the third five years; and 20 cents per Mcf for the last five years of the contract. 

The contract further provides for redetermination of the price on the basis of 
the arithmetic average of the price of the three contracts for the purchase of 
gas in Texas Railroad District No. 2 between bona fide pipeline companies and 
producers having the highest unit prices for the purchase of gas in that district. 
There is not in this contract, nor in any other contract between United and 
producers from which it purchases gas, a “favored nations” clause. Thus the 
payment of 17 cents per Mcf under this contract would not have the effect 
of increasing the price United pays to others for gas produced in the area. 

The negotiations with respect to the contract here in question were begun 
by United when its geologists reached the conclusion that “Normanna was a 
major discovery,” and those negotiations extended over a period of about three 
months. There were several meetings, telephone calls and written communica- 
tions between the negotiators. The evidence shows that Midstates had been 
offered 19.25 cents for its gas in this field but was dissatisfied with some features 
of the proposal. United’s negotiators were aware that the holders of 75 per cent 
of the leaseholds in the Normanna area had actually entered into contracts for 
the sale of their gas to another interstate buyer at 19.25 cents per Mcf. Those 
sales, however, United’s representatives realized, constituted “the guts of the 
field.” In recognition of this circumstance the initial price of 17 cents per Mcf 
was agreed upon. 

In connection with its contention that the application should be dismissed 
because the applicant’s evidence of the reasonableness of the rate involved is 
inadequate, the Staff adduced evidence intended to reflect a comparison of rates 
and other contract provisions of all rate schedules on file with the Commission 
as of June 30, 1958 in certain counties in Texas Railroad Commission District 
No. 2. The purpose of this evidence, it was said, was to afford a reference 
basis for determining whether the proposed price of 17 cents per Mcf “is ex- 
cessive and whether such price is in the public interest” under Section 7(c) of 
the Natural Gas Act. The evidence was in the form of a tabulation described 
as a “Summary of Effective Rates in FPC Gas Rate Schedules on File as of 
6-30-58 in certain counties in Texas Railroad Commission District No. 2.” The 
prices tabulated therein, the testimony showed, were the highest rates in effect 
in that area not subject to any rate proceedings. Described somewhat differently, 
these rates have been approved by the Commission either affirmatively or tacitly 
by allowing them to become effective without suspension. Such rates, according 
to the Staff’s testimony ranged from 6 to 14 cents per Mcf. The highest price 
authorized by the Commission relatively close to the Normanna Field is 11 cents 
per Mcf. 

The staff’s schedule was not intended to, nor did it, show what was the highest 
price agreed upon between buyer and seller for gas produced in this area. 
Neither did it show rates at which purchases of gas are, or will be, made by 
transmission lines under contracts involved in certificates of public convenience 
and necessity which have been issued by the Commission in any instances in 
which such rates have not been filed as rate schedules and permitted to become 
effective. Thus, although the evidence shows it to be the fact, the tabulation 
did not reveal that a price of 1914 cents per Mcf had been agreed upon between 
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Consolidated Edison Company as purchaser and four of the other producers in 
the Normanna and South Tuleta Fields. Neither did it reflect contracts for the 
sale and purchase of gas produced in Refugio County under a certificate author- 
ization granted on December 28, 1956 to Coastal Transmission Coi 7 as buyer 
in Houston Texas Gas & Oil Corporation, et al., 16 FPC 118. Th -e was offered 
in evidence one of these contracts in which the price agreed upon was 17 cents 
per Mcf. 

It must be conceded, however, as Staff Counsel says, that there is not a 
scintilla of evidence in this record to show the amount of Midstates’ investment 
in its producing properties. Similarly there is no evidence showing the cost of 
drilling the wells of Midstates with which we are here concerned. The major 
issue in this proceeding, Staff Counsel contends, is whether the facts adduced 
will support a finding that the rate which Midstates proposes to charge United 
is just and reasonable, and since that cost evidence is not in this record, the 
record is incomplete and does not afford a basis for the determination as to 
whether public convenience and necessity permit the granting of the certificate 
sought herein. Staff Counsel’s efforts to supply this deficiency by cross examina- 
tion of the witnesses presented by the applicant and the intervener having proven 
futile, Staff Counsel requested that a subpena duces tecum be issued to require 
the applicant to produce its books showing the financial data covering the pro- 
duction of the gas involved, but that request was denied by the presiding 
examiner. 

The Commission has, of course, repeatedly held that rates are an issue in 
certificate proceedings. With consistency also it has held that cost evidence is 
relevant in the determination of the reasonableness of rates charged for natural 
gas sold in interstate commerce. In The City of Detroit v. The Federal Power 
Commission, 230 F. 2d 810, the United States Court of Appeals for the District of 
Columbia circuit directed the use of cost as the point of departure in the determi- 
nation of just and reasonable rates in proceedings under Sections 4 and 5 of the 
Act. 

In an early independent producer certificate proceeding the Commission con- 
cluded that the Natural Gas Act does not require that each producer applicant 
establish as an indispensable prerequisite to the granting of a certificate that 
the rates involved shall be the lowest reasonable rates, or necessarily the same 
rates as would be found in a Section 5 proceeding. “Criteria for prescribing a 
rate necessarily differ from criteria for proscribing a rate.” Anthony J. Tam- 
borello et al., Docket No. G—3045, et al., Opinion No. 287 issued November 28, 
1955, 14 FPC 123, and No. 287A, issued January 20, 1956,15 FPC 1. In that case 
the Commission held that because the economic and other conditions presented 
in certificate applications filed by independent producers are substantially 
different from those presented in pipeline certificate proceedings, it was not 
prudent to expend the time required to make a determination in a rate case 
of a just and reasonable rate as such. 

In another early case the Commission reached the conclusion that “A pro- 
ceeding of this nature [one under Section 7(e) of the Act] cannot and is not 
intended to take the place of a proceeding under Sections 4 or 5 of the Act.” 
There the Commission also said “A proceeding under Section 5(a), moreover, 
is certain to entail a long delay in terms of final decision, and there is no way 
of undoing the damage done to the public in the interim period” Opinion No. 
288, Cities Service Gas Company, et al., issued November 28, 1955, 14 FPC 134. 

More recently in an opinion in a similar proceeding the Commission took oc- 
casion to attest to the soundness of the principle established in the Tamborello 
Case (supra) and went on to say that “A rate case is so time-consuming that it 


4 + 
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is infeasible to transform an independent producer certificate proceeding into a 
rate case to determine whether or not a condition should be imposed on the 
original price.” And the Commission added that “* * * Section 7 of the Act is 
distinctively the certificate section of the statute, and is designed to serve pur- 
poses fundamentally different from those of the rate provisions of Sections 4 and 
5 of the Act. The proper administration of the Act demands a close adherence 
to the intended scheme of the statute; and the several objectives of the Act can 
best be achieved by following the channels specifically designed for the attain- 
ment of each.” Opinion No. 309, Seaboard Oil Company, et al., issued March 31, 
1958, 19 FPC 416. 

In Hope Natural Gas Company, supra, it was contended that an independent 
producer applicant must not only show that the public convenience and neces- 
sity requires the sale, but that the public convenience and necessity requires 
it at the proposed price rather than at some unspecified lower price, and that 
any applicant who fails to introduce evidence that public convenience and neces- 
sity requires the sale at a proposed price has failed to sustain its burden of proof, 
and must be denied a certificate on the ground that the record is fatally deficient. 
But the Commission in that case had this to say: “We are of the view that if 
the applicant proves there is a market for the gas at the proposed price and that 
the project is economically feasible at the proposed price (both market and 
economic feasibility being factors which we consider in determining public con- 
venience and necessity) that it has sustained its burden of going forward with 
the evidence, and in the absence of evidence showing that the proposed price or 
rate adversely affects the public convenience and necessity, the applicant has 
made a prima facie case, and a certificate should issue to it.” 

In support of this view the Commission cited among others the case of 
Florida Economic Advisory Council, Petitioner v. Federal Power Commission, 
Respondent, decided by the Court of Appeals of the District of Columbia circuit 
on December 4, 1957, 251 F. 2d 643, in which the court said 


Petitioner claims the Commission should have held a rate hearing to deter- 
mine the lawfulness of the rates to be charged by the gas suppliers. But this 
inquiry may be resolved in a rate proceeding rather than in a proceeding 
for a certificate of public convenience and necessity, and the Commission did 
not abuse its discretion in declining to consider the matter in the instant 
proceeding. 


Here, as in Transcontinental Gas Pipe Line Corporation, et al., Opinion No. 
815, 20 FPC 264, there is no evidence to show that the producer price pro- 
posed is unreasonable, and what the Commission said in that opinion, namely, 
“* * * it is impracticable within the confines of a certificate proceeding to 
apply a cost of service formula under Sections 4 and 8 of the Act to determine 
just and reasonable rates for initial sales to producers” is equally applicable 
here. 

In an order issued October 31, 1958 denying applications for rehearing of its 
Opinion No. 315, supra, the Commission said “Contrary to the assertion by UGI 
that the Commission may not be able to employ exactly the same standards for 
determining a ‘just and reasonable rate’ as it would use in rate proceedings 
under Section 4, the fact is that if we are to determine in a certificate pro- 
ceeding under Section 7 what initial rates are just and reasonable, the same 
standards would have to be applied as in similar rate determinations under 
Sections 4 or 5.” 

In the light of the foregoing it is concluded that, contrary to staff counsel’s 
contention, it is not necessary that “* * * all the facts pertaining to the costs 
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of acquisition of leases, costs of services for rendition of any acts required to 
be performed and whatever the inducement for risk capital may require to con- 
duct the business may call for, should be known to this Commission in this case” 
in order for this Commission to make the determination required by Section 
7(e) of the Act. 

The applicant has proven that there is a market for the gas at the proposed 
price and that the project is economically feasible at that price. There is an 
absence of evidence showing that the proposed price or rate adversely affects the 
public convenience and necessity. The applicant has, therefore, made out a 
prima facie case and a certificate should be issued to it. Hope Natural Gas Com- 
pany, supra. 

ADDITION AL 







FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record herein, the evidence adduced and the 
briefs filed, it is found and concluded, in addition to the findings and conclu- 
sions heretofore set out, that: 

(1) Midstates Oil Corporation, an independent producer of natural gas is or 
will be upon commencement of the sale of gas authorized herein, engaged in the 
sale of natural gas in interstate commerce for resale for ultimate public con- 
sumption subject to the jurisdiction of the Commission, and that company 
is or will be, therefore, a “natural-gas company” within the purview of the 
Natural Gas Act. 

(2) United Gas Pipe Line Company, a Delaware Corporation having its prin- 
cipal place of business in Shreveport, Louisiana, is a “natural-gas company” 
within the meaning of the Natural Gas Act and is subject to the provisions of 
such Act, as has heretofore been found by this Commission. 

(3) The sales, pursuant to the contract of March 31, 1958, by Midstates Oil 
Corporation to United Gas Pipe Line Company, of natural gas produced by the 
former in the Normanna and South Tuleta Fields, Bee County, Texas, will be 
sales made in interstate commerce for resale and will thus be subject to the 
jurisdiction of the Commission, and such sales, together with the construction 
and operation of any facilities necessary therefor subject to the jurisdiction 
of the Commission, are subject to the requirements of subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 

(4) The facilities which will be used by United Gas Pipe Line Company for 
the purpose of receiving the gas delivered by Midstates Oil Corporation pursuant 
to the contract of March 31, 1958, and which facilities will transport the gas 
so received into United’s integrated interstate transmission pipeline system, will 
become integrated parts of such pipeline system. 

(5) The facilities referred to in Finding (4) will be used to transport natural 
gas in interstate commerce subject to the Commission’s jurisdiction and such 
facilities, and the construction and operation thereof, are subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(6) The applicant, Midstates Oil Corporation, is a qualified applicant within 
the meaning of Section 7(e) of the Act and is able and willing properly to do 
the acts and to perform the services proposed in the application filed herein 
and to conform to the provisions of the Natural Gas Act and to the requirements, 
rules and regulations of the Commission thereunder. 

(7) The proposed sale by Midstates Oil Corporation to United Gas Pipe Line 
Company, together with the operation of any facilities subject to the jurisdiction 
of the Commission necessary therefor, are required by the public convenience 
and necessity and a certificate therefor should be issued as hereinafter ordered 
and conditioned. 
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ORDER 


WHEREFORE, it is ordered, subject to review by the Commission upon exceptions 
filed or upon its own motion, as provided in its rules of practice and procedure, 
that: 

(A) A certificate of public convenience and necessity be, and the same 
hereby is issued authorizing Midstates Oil Corporation to sell to United Gas 
Pipe Line Company pursuant to a contract between them dated March 31, 1958 
the natural gas produced by seller in the Normanna and South Tuleta Fields in 
Bee County, Texas, as revealed in the application and exhibits thereto filed in 
Docket No. G-14836. 

(B) The certificate issued in paragraph (A) hereof shall be deemed of full 
force and effect unless notice of the refusal thereof, in writing and under oath, 
shall be filed by Midstates Oil Corporation within 70 days from the date 
hereof. 

(C) The certificate issued to Midstates Oil Corporation herein is not trans- 
ferable and shall be effective only upon the condition that United Gas Pipe Line 
Company construct the facilities necessary for the receipt and transportation 
of the natural gas involved and only so long as the grantee of this certificate shall 
continue the acts or operations hereby authorized in accordance with the pro- 
visions of the Natural Gas Act and the applicable rules, regulations and orders 
of the Commission, provided, however, that the service herein authorized shall 
not be abandoned without the approval of the Commission first had and obtained 
in accordance with the provisions of Section 7(b) of the Act. 

(D) The grant of the certificate herein to Midstates Oil Corporation shall not 
be construed as a determination of the reasonableness, within the contemplation 
of Sections 4 and 5 of the Natural Gas Act, of the rate proposed to be charged by 
Midstates Oil Corporation, 01 as a waiver of the requirements of Section 4 of the 
Natural Gas Act, or of Section 154 of the Commission's regulations thereunder, 
requiring the filing of rate schedules for the service herein authorized, and is 
without prejudice to any findings or orders which have been or may hereafter be 
made by the Commission in any proceeding now pending or hereafter instituted 

by or against Midstates Oil Corporation. Further, the action taken in this 
proceeding shall not foreclose nor prejudice any future proceedings or objections 
relating to the operations of any price or related provision in the gas purchase 
contracts herein involved. 
EpWARD B. MarsH, 
Presiding Examiner. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


COLUMBIA GULF TRANSMISSION COMPANY, DOCKET NO. G—17550 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued April 14, 1959) 


On January 15, 1959, Columbia Gulf Transmission Company (Applicant) filed 
a budget-type application in Docket No. G-17550, pursuant to Section 7(c) of 
the Natural Gas Act, for a certificate of public convenience and necessity author- 
izing the construction and operation of field facilities to enable it to take into 
its certificated main pipeline system natural gas which will be purchased from 
producers in the general area of its existing transmission system from time to 
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time during the calendar year 1959, at a total cost not to exceed $2,500,000, with 
the total cost of any single project not to exceed $500,000, all as more fully set 
forth in the application. 

Applicant’s operations are confined to the transportation for and delivery of 
natural gas to United Fuel Gas Company (United). United purchases such 
gas in southern Louisiana, where it is received and transported by Applicant for 
delivery to United in Kentucky. 

This budget-type proposal will augment Applicant’s ability to act with reason- 
able dispatch in connecting to its pipeline system new supplies of gas in various 
producing areas generally coextensive with its system during the calendar year 
1959, and will also augment United’s ability to secure by contract such new sup- 
plies of gas. 

By telegram filed January 22, 1959, in this docket, Applicant requested tempo- 
rary authority to construct and operate approximately 1.6 miles of 6-inch pipeline 
to connect its facilities with those of Midwest Oil Corporation, et al., in Ellis 
Field, Acadia Parish, Louisiana, at an estimated cost of $46,500. This request 
was granted by the Commission by airmail letter dated January 28, 1959. 

On February 2, 1959, Applicant filed its Second Supplement to Application in 
this docket requesting temporary authority to construct and operate approxi- 
mately 6 miles of 6-inch pipeline from its existing South Pecan Lake facilities to 
a point near the Kerr McGee-Miami Corporation No. 2 Well, all in Cameron 
Parish, Louisiana, to receive and transport for United Fuel Gas Company, nat- 
ural gas which the latter has contracted to purehase from Humble Oil & Refining 
Company and Kerr-McGee Oil Industries, Inc., et al. This request was granted 
by the Commission by airmail letter dated March 11, 1959. 

On March 13, 1959, Applicant filed its Third Supplement to Application in this 
docket requesting temporary authority to construct and operate approximately 
0.94 mile of 6-inch pipeline from Applicant’s Compressor Station No. 10 at Rayne, 
Louisiana, to the facilities of Midwest Oil Corporation, all in Acadia Parish, 

Louisiana. This supplement has not yet been acted upon. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
April 2, 1959, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Columbia Gulf Transmission Company, a Delaware corpora- 
tion having its principal place of business in Houston, Texas, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order issued November 5, 1958, in Docket No. G-15524, et al. 

(2) The facilities hereinbefore described, as more fully described in the 
application and supplements in this proceeding, are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, and the construction and operation thereof by Applicant are 
subject to the requirements of Subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities to take natural gas from 
producers thereof during the calendar year 1959 as proposed by Applicant are 
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required by the public convenience and necessity and a certificate therefor 
should be issued, as hereinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit on or before March 1, 1960, a 
statement under oath showing: (a) names of fields connected, (b) estimates of 
gas supplies attached, (c) description of the project or projects constructed 
pursuant to the authorization granted hereinafter, (d) the location of said 
project or projects, and (e) the costs of the facilities so constructed. 

(6) The authorization granted hereinafter should be limited to expenditures 
for construction during the calendar year 1959, and the total expenditures for 
facilities authorized to be constructed hereinafter should be limited to $2,500,000, 
with no single project at any given location to exceed a cost of $500,000. 

(7) Publie convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a) and (e) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act (18 CFR 157.20) should attach to the 
certificate hereinafter issued to Applicant and to the rights granted thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Columbia Gulf Transmission Company to construct and 
operate the proposed facilities to take natural gas, all as more fully described in 
the application and supplements in this proceeding, upon the terms and conditions 
of this order. 

(B) Applicant shall submit on or before March 1, 1960, a statement under 
oath showing: (a) names of fields connected, (b) estimates of gas supplies at- 
tached, (c) description of the project or projects constructed pursuant to the 
authorization granted in paragraph (A) above, (d) the location of said project 
or projects, and (e) the costs of the facilities so constructed. 

(C) The authorization granted in paragraph (A) above shall be limited to ex- 
penditures for construction during the calendar year 1959, and the total ex- 
penditures for facilities to be constructed shall be limited to $2,500,000, with no 
single project at any given location to exceed a cost of $500,000. 

(D) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate issued in paragraph (A) above and to the exercise 
of the rights granted thereunder. 


Before Commissioners: Jerome Kuykendall, Chairman; Frederick Stueck, Wil- 
liam R. Connole and Arthur Kline. 


LONE STAR GAS COMPANY, DOCKET NO. G—16851 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued April 14, 1959) 


Lone Star Gas Company (Applicant), a Texas Corporation with principal place 
of business at 301 South Harwood Street, Dallas 1, Texas, filed on October 30, 
1958, a budget-type application for a certificate of public convenience and neces- 
sity, pursuant to Section 7(c) of the Natural Gas Act, authorizing Applicant to 
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construct and operate facilities as hereinafter described, subject to the jurisdic- 
tion of the Commission, all as more fully represented in the application which is 
on file with the Commission. 

Applicant proposes to construct and operate various lateral pipelines and 
related facilities to enable it to take into its certificated main pipeline system 
natural gas which it will purchase from producers in the general area of its 
existing transmission system from time to time during the calendar year 1959, at 
a total cost not in excess of $1,000,000, with the total cost of any single project 
limited to $350,000. By letter received January 19, 1959, Applicant stated it 
would accept a certificate conditioned to limit the maximum cost of any single 
project to $250,000. 

Pursuant to due notice a public hearing was held in Washington, D.C., on April 
2, 1959, respecting the matters involved in and the issues presented by the appli- 
cation. No petition to intervene or protest to the granting of the application 
has been received. Staff counsel moved orally at the hearing that the intermedi- 
ate decision procedure be omitted and the Commission render a decision herein 
pursuant to Section 1.30(c)(1) of the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 


(1) Applicant, a Texas corporation with its principal place of business at 301 
South Harwood Street, Dallas 1, Texas, is a “natural gas company” within the 
meaning of the Natural Gas Act as heretofore found by the Commission. 

The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the juris- 
diction of the Commission as an integral part of Applicant’s pipeline system 
and the construction and operation thereof by Applicant is subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The construction and operation of the facilities hereinbefore described 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a) and (e) of Section 157.20 of the Commission’s 
regulations under the Natural Gas Act should attach to the certificate issued 
herein and to the exercise of the rights granted thereunder. 

(6) The certificate referred to in paragraph (3) above should be limited to 
expenditures for construction of lateral pipelines and related facilities for the 
purpose stated during the calendar year 1959 and the total extent of facilities 
authorized to be constructed should not exceed a cost of $1,000,000 and no single 
project shall exceed a cost of $250,000. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s Rules 
of Practice and Procedure, was unopposed by any party of record and, not having 
been denied by the Commission, is granted pursuant to Section 1.30(c) (1) of said 
Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued authoriz- 
ing Applicant to construct and operate natural gas facilities as hereinbefore 
described, all as more fully described in the application in this proceeding. 
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(B) The certificate referred to in paragraph (A) above is hereby limited to 
expenditures for construction of lateral pipelines and related facilities for the 
purpose stated during the calendar year 1959 and the total extent of facilities 
authorized to be constructed shall not exceed a cost of $1,000,000, and no single 
project shall exceed a cost of $250,000. 

(C) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate issued herein and to the exercise of the rights 
granted thereunder. 

‘D) Applicant shall submit on or before March 1, 1960, a statement under oath, 
showing: (a) names of fields connected, (b) estimate of gas supply attached, 
(c) the costs, (d) a description of the project or projects which have been 
constructed and (e) location of facilities constructed pursuant to the authori- 
zation granted hereunder during the calendar year 1959. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


MURPHY GAS, INC., DOCKET NO. G-—16482 
FINDINGS AND ORDER DIRECTING SALE AND DELIVERY OF NATURAL GAS 


(Issued April 14, 1959) 


Murphy Gas, Inc., (Applicant), an Ohio corporation, having its principal place 
of business at Negley, Columbiana County, Ohio, filed on September 30, 1958, 
an application, pursuant to Section 7(a) of the Natural Gas Act, for an order 
of the Commission directing Manufacturers Light and Heat Company (Manu- 
facturers), to sell and deliver natural gas to Applicant for resaie to the public in 
Middleton Township, Columbiana County, Ohio. 

Applicant shows that Mr. Frank H. Murphy owned and operated natural gas 
wells in the vicinity of Negley, Ohio and supplied the natural gas requirements 
of his neighbors. As this supply of gas diminished he began purchasing gas from 
Natural Gas Company of West Virginia (Natural), and since this was peaking 
service, he paid the retail rate. Eventually, Mr. Murphy purchased all his 
natural gas from Natural. 

In Docket No. G—9694 this Commission authorized Manufacturers to purchase 
and operate 8,980 feet of Natural’s 8-inch Line No. 6013, from which Mr. Murphy 
is presently being served by Manufacturers instead of by Natural. 

Mr. Murphy, having been informed by Manufacturers that he was eligible to 
take service under Manufacturers’ FPC Rate Schedule SGS (56 cents per Mcf) 
instead of Manufacturers’ Ohio retail rate (about 66 cents per Mcf), incorporated 
his business as Murphy Gas, Inc., and filed this application. 

Applicant’s estimated annual gas requirements are as follows: 


I eaters tas ek Sect aoe netscape eae 8,600 Mcf 
FD Soest ne saacencitet iain anne aerate gee npea 9,000 Mcf 
TO lata Sak aca esp eis ts aphasia apiece ease 9,300 Mcf 
AON ci se Site Sata RC El cla in ecu ae 9,800 Mcf 
Ne ie ean a ait ei aaa it ian aaa clac 10, 000 Mcf 


Peak day consumption on February 17, 1958 was 68 Mcf and probable peak 
day requirements will not exceed 80 Mcf. 
No additional facilities are required by reason of this application. 





‘ueck, 


place 
1958, 
order 
Manu- 
blic in 


al gas 
ments 
s from 
-aking 
ill his 


rchase 
flurphy 


ible to 
+ Mcf) 
orated 


TwrwTwy 


e peak 


FEDERAL POWER COMMISSION 505 































Manufacturers filed an answer herein on November 24, 1958, stating that it 
has no objection to being directed by this Commission to sell gas to Applicant 
at the existing physical connection in Middleton Township, Columbiana County, 
Ohio for resale by Applicant. 

Pursuant to due notice and adjournments ordered by the Presiding Examiner 
a public hearing was held in Washington, D.C., on April 2, 1959, respecting the 
matters involved in and the issues presented by the application. No petition 
to intervene or protest to the granting of the application has been received. 
Staff Counsel moved orally at the hearing that the intermediate decision pro- 
cedure be omitted and the Commission render a decision herein pursuant to 
Section 1.30(c)(1) of the Commission’s Rules of Practice and Procedure. 


The Commission finds: 





(1) The Manufacturers Light and Heat Company, a Delaware corporation, 
having its principal place of business in Pittsburgh, Pennsylvania, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of December 29, 1944, in Docket Nos. G—593, 
G-386, G-390, G-392, G-503, G-510, G-496 (4 F.P.C. 821). 

(2) Applicant is an Ohio corporation, having its principal place of business 
in Negley, Ohio, and is legally authorized to engage in the local distribution of 
natural gas within the community of Negley and its vicinity. 

(3) It is necessary and desirable in the public interest to direct The Manu- 
facturers Light and Heat Company to sell and deliver to Applicant up to 80 
Mcf of natural gas per day, as described herein. - 

(4) The requirement that Manufacturers serve Applicant as hereinafter 
ordered will not place any undue burden upon Manufacturers, nor require it to 
enlarge its facilities, nor impair its ability to render adequate service to existing 
customers. 

(5) Staff Counsel having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.30(c) (1) 
(18 CFR 1.30(c)(1)) of the Commission’s Rules of Practice and Procedure 
having been satisfied, sufficient cause exists for the Commission forthwith to 
render its final decision in the instant proceeding. 






















The Commission orders: 
(A) The Manufacturers Light and Heat Company is hereby directed to sell 
and deliver up to 80 Mcf of natural gas per day to Applicant under Manufacturers’ 
appropriate FPC Rate Schedule. 
(B) The Manufacturers Light and Heat Company shall report to the Com- 
mission in writing and under oath, the date of commencement of service to 
Applicant within thirty days after such commencement. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


SOUTHERN NATURAL GAS COMPANY, DOCKET NO G-17503 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING AND APPROVING ABANDONMENT 


(Issued April 14, 1949) 






On January 12, 1959, Southern Natural Gas Company (Applicant) filed in 
Docket No. G-17503 an application pursuant to Section 7(c) of the Natural Gas 
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Act for a certificate of public convenience and necessity authorizing the acqui- 
sition from Alabama Gas Corporation (Alabama) and the operation of approxi- 
mately 1.5 miles of 12%-inch lateral pipeline extending northeasterly from a 
point of connection with Applicant’s existing Calera lateral line in Alabama to 
its meter station near Bessemer, Alabama. The application also requests per- 
mission and approval pursuant to Section 7(b) of the Natural Gas Act to abandon 
by sale to Alabama approximately 1.8 miles of 12%4-inch lateral pipeline extend- 
ing southeasterly from a point on Applicant’s main North Line to a point in 
North Birmingham, Alabama. 

The proposed acquisition by Applicant of the 1.5 miles of lateral from Alabama 
which serves the City of Bessemer is requested in order to give Applicant control 
of the gas to the point of metering, making Applicant solely responsible for the 
maintenance and operation of all facilities up to the meter station outside of 
Bessemer, which meter station Applicant already owns and operates. The pur- 
chase price is to be the original cost less depreciation to the date of closing, which 
depreciated book value was $11,047.72 on November 30, 1958; this cost to be 
defrayed from funds on hand. 

The proposed sale by Applicant to Alabama of the 1.8 miles of lateral in the 
North Birmingham area, including an abandoned meter building and appurtenant 
equipment is desired to give Alabama control and operation of the lateral 
up to Applicant’s meter station which has been relocated from the southeast 
terminus of said lateral to the point of connection of said lateral with Applicant's 
main North Line. The depreciated book value of the properties which Alabama 
desires to purchase from Applicant (including land at original cost without 
depreciation) was $14,409.84 as of November 30, 1958. The properties are to be 
merged into Alabama’s distribution system in North Birmingham. 

The foregoing transactions are proposed under a letter agreement between Ap- 
plicant and Alabama dated November 28, 1958. 

No issue of gas supply, capacity or economics is involved herein, and no one 
will be deprived of service by the proposal. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
March 31, 1959, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Southern Natural Gas Company, a Delaware Corporation hay- 
ing its principal place of business in Birmingham, Alabama, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of October 6, 1942, in Docket No. G-296 (3 FPC 822). 

(2) The facilities proposed to be abandoned by sale, as hereinbefore described 
and as more fully described in the application herein, are used in the transporta- 
tion and sale of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, and such abandonment is subject to the requirements of Sub- 
section (b) of Section 7 of the Natural Gas Act. 

(3) The proposed abandonment of the aforesaid facilities is permitted by the 
public convenience and necessity and permission and approval therefor should be 
granted as hereinafter ordered and conditioned. 

(4) The facilities proposed to be acquired and operated by Applicant, as here- 
inbefore described and as more fully described in the application herein, will be 
used in the transportation and sale of natural gas in interstate commerce, subject 
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to the jurisdiction of the Commission and the acquisition and operation thereof 
by Applicant are subject to the requirements of Subsections (c) and (e) of Section 
7 of the Natural Gas Act. 

(5) The acquisition and operation of the facilities as proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(7) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (d)(2), (d)(3) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the issuance of the certificate referred to in paragraph 
(5) above and to the exercise of the rights granted thereunder, and that the 
time within which acquisition of the facilities authorized by this order should 
be completed and said facilities placed in actual operation should be fixed at 6 
months from the date on which this order issues. 

(8) A request during the public hearing by staff counsel for the omission of the 
intermediate decision procedure was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to Section 1.30(c) (1) 
of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Permission for and approval of the abandonment of the facilities here- 
inbefore described, as more fully described in the application and exhibits in this 
proceeding, is hereby granted to Southern Natural Gas Company. 

(B) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Southern Natural Gas Company to acquire and operate the 
facilities hereinbefore described, as more fully described in the application and 
exhibits in this proceeding, upon the terms and conditions of this order. 

(C) The general terms and conditions set forth in paragraphs (a), (b), (d) 
(2), (d) (3) and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the issuance of the certificate granted in para- 
graph (B) hereof and to the exercise of the rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be acquired 
and placed in actual operation by Applicant as provided by paragraph (b) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act, is 
hereby fixed at 6 months from the date on which this order issues. 

(E) Applicant shall advise the Commission of the date of abandonment of the 
facilities as authorized in paragraph (A) above within 10 days of such 
abandonment. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TENNESSEE GAS TRANSMISSION COMPANY AND TRANSCONTINENTAL 
GAS PIPD LINE CORPORATION, DOCKET NO. G-—17037 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued April 14, 1959) 


Tennessee Gas Transmission Company (TGT) and Transcontinental Gas Pipe 
Line Corporation (Transco), both Delaware corporations with principal places 
of business in Houston, Texas, filed in Docket No. G-17037 on November 24, 


























































508 FEDERAL POWER COMMISSION 


1958, a joint application for a certificate of public convenience and necessity, 
pursuant to Section 7(c) of the Natural Gas Act, authorizing them to construct 
and operate facilities, subject to the jurisdiction of the Commission, all as 
more fully represented in the application. 

TGT and Transco seek authority to construct and operate an emergency inter- 
connection between TGT’s and T.vansco’s natural-gas systems. The proposed 
interconnection would be constructed at the point where Transco’s 36-inch main 
line crosses TGT’s 30-inch Delta-Portland line near Heidelberg, Jasper County, 
Mississippi. The interconnection is to be used only in case of line failure or 
occurrence of other emergency on either system. 

The total cost of the proposed facilities is estimated to be $17,470, the separate 
eosts to TGT and Transco being $12,270 and $5,200, respectively. TGT will 
construct, own and maintain the necessary metering equipment and each appli- 
eant will construct, own and maintain the tap and valve on its own pipeline 
and the connection between the valve and the metering equipment. 

TGT and Transco propose to operate the interconnection under the terms of a 
letter agreement, executed November 18, 1958, which provides that when quanti- 
ties of gas are delivered to the company requesting it by the other, in order to 
alleviate an emergency, that the recipient thereof shall redeliver equivalent 
volumes of gas to the other within 60 days following the emergency delivery, 
unless a longer period for re-delivery is mutually agreeable. Emergency deliver- 
ies may be made under the agreement only when they will not impair the deliver- 
ing company’s service obligations to its other customers. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on April 
2, 1959, respecting the matters involved in and the issues presented by the 
application. No petition to intervene or protest to the granting of the applica- 
tion has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and that the Commission render a 
decision pursuant to Section 1.30(c) (1) cf the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Applicants, Tennessee Gas Transmission Company and Transcontinental 
Gas Pipe Line Corporation, Delaware corporations with principal places of 
business in Houston, Texas, are “natural-gas companies” within the meaning 
of the Natural Gas Act, as heretofore found by the Commission in its order 
dated June 8, 1945, in Docket No. G-621, 4 F.P.C. 293, and its order issued 
November 18, 1948, in Docket No. G-1143, 7 F.P.C. 139, respectively. 

(2) The facilities proposed to be constructed, as hereinbefore described and 
as more fully described in the application, are proposed to be used for the 
transportation and sale for resale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, as integral parts of TGT’s and Transco’s 
existing pipeline systems, and therefore, are subject to the requirements of 
subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) TGT and Transco each is able and willing properly to do the acts and to 
perform the service proposed and to conform to the provisions of the Natural 
Gas Act, and the requirements, rules and regulations of the Commission there- 
under. 

(4) The construction and operation by TGT and Transco of the facilities 
described in paragraph (2) hereof are required by the public convenience and 
necessity, and therefore, TGT’s and Transco’s request for a certificate of public 
convenience and necessity should be granted and TGT and Transco authorized 
to perform the aforesaid acts, operations and service as hereinafter ordered and 
conditioned. 
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(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act should 
attach to the certificate issued to TGT and Transco herein and to the exercise 
of the rights granted thereunder. 

(6) The authorization hereinafter granted should be conditioned upon the 
timely filing by TGT and Transco, as a part of their respective FPC Gas Tariffs, 
of the letter agreement, executed November 18, 1958, under which the proposed 
interconnection will be operated. 

(7) The request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued to TGT and Transco authorizing the construction and operation of 
natural-gas facilities for the purposes stated, upon the terms and conditions of 
this order, as hereinbefore described, all as more fully described in the application. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (3), (ce) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the certificate issued in paragraph (A) 
above and to the exercise of the rights granted thereunder. 

(C) The certificate issued in paragraph (A) is hereby conditioned upon the 
timely filing by TGT and Transco, as a part of their respective FPC Gas Tariffs, 
of the letter agreement, executed November 18, 1958, under which the proposed 
interconnection will be operated. 

(D) The construction of the facilities authorized in paragraph (A) hereof 
shall be completed by TGT and Transco within 4 months from the date of 
issuance of this order so as to permit emergency operation of the interconnection 
as hereinbefore described. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 





ALGONQUIN GAS TRANSMISSION COMPANY AND TENNESSEE GAS 
TRANSMISSION COMPANY, DOCKET NO. G—17409 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued April 15, 1959) 


On December 31, 1958, Algonquin Gas Transmission Company (Algonquin) 
and Tennessee Gas Transmission Company (Tennessee) filed in Docket No. 
G-17409 a joint application pursuant to Section 7(c) of the Natural Gas Act for 
a certificate of public convenience and necessity authorizing the exchange of 
natural gas between them; the construction and operation by Algonquin of 
approximately 0.73 mile of 6-inch lateral pipeline, and the construction and 
operation by Tennessee of a tap to effect the aforesaid exchange of gas; and 
an increase in the authorized maximum daily deliveries by Algonquin to Con- 
necticut Gas Company (Connecticut Gas), all as more fully set forth in the 
application. 

Algonquin presently supplies Connecticut Gas with natural gas for resale in 
various Connecticut localities. It is desired to convert the City of Thompson- 
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ville, Connecticut, from mixed gas to straight natural gas in the summer of 
1959. Tennessee’s main line passes within 244 miles of the City of Thompson- 
ville. The present proposal seeks to avoid construction of some 15 miles of 
pipeline by Connecticut Gas through a densely-populated area in Connecticut. 
Tennessee would build a tap on its line near Longmeadow, Massachusetts, where 
it would deliver gas into the 0.73 mile of line to be construeted by Algonquin 
from Tennessee’s tap to a connection with Connecticut Gas’s 6-inch line which 
the latter will construct from the Massachusetts-Connecticut boundary to 
Thompsonville. Algonquin would simultaneously return equivalent amounts of 
gas to Tennessee at several existing points of interconnection between their 
systems. 

The estimated total cost of Algonquin’s proposed facilities, including overhead 
and contingencies, is $36,450, to be defrayed from funds on hand. Tennessee’s 
proposed interconnection facilities are estimated to cost $1,550 which cost is to 
be defrayed from its general funds. 

Algonquin also requests authority in the subject application to sell an addi- 
tional 190 Mcf of natural gas per day to Connecticut Gas, increasing its au- 
thorized maximum delivery to 19,900 Mcf per day. Connecticut Gas market 
estimates indicate a need for the additional gas due mainly to increasing space 
heating demands in its service areas. A portion of the gas to be delivered to 
Connecticut Gas at Thompsonville by Algonquin will be utilized as fuel for a gas 
turbine electric generating plant owned and operated by Connecticut Gas. 

The proposed additional sale by Algonquin and its proposed exchange of gas 
with Tennessee will not impair the ability of either company to fulfill its au- 
thorized obligations to its customers. 

The exchange of gas proposed herein will be made pursuant to an agreement 
between Algonquin and Tennessee dated September 9, 1958, which agreement 
limits Tennessee’s obligation to deliver gas to Algonquin at Longmeadow to a 
maximum of 400 Mcf per hour. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
April 6, 1959, respecting the matters involved in and the issues presented by the 
application herein. No petition to intervene or protest to the granting of the ap- 
plication has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and that the Commission render a 
decision herein pursuant to Section 1.30(c)(1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Algonquin Gas Transmission Company, a Delaware corpora- 
tion having its principal place of business in Boston, Massachusetts, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found by 
the Conimission in its order issued February 27, 1951, in Docket No. G—1319 
(Docket Nos. G—1447, et al., 10 FPC 35). 

(2) Applicant, Tennessee Gas Transmission Company, a Delaware corporation 
having its principal place of business in Houston, Texas, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order issued February 14, 1947, in Docket No. G-805 (6 FPC 
416). 

(3) The delivery of natural gas by Tennessee to Algonquin and the redelivery 
of natural gas by Algonquin to Tennessee, as hereinbefore described; the con- 
struction and operation by Algonquin of approximately 0.73 mile of 6-inch lateral 
pipeline, and the construction and operation by Tennessee of a tap to effect the 
exchange of gas, as hereinbefore described; and the increase in authorized 
maximum daily deliveries by Algonquin to Connecticut Gas to 19,900 Mcf per day, 
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as hereinbefore described, all as more fully described in the joint application 
and exhibits herein, are subject to the requirements of Subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 

(4) The proposed exchange, construction and operation, and increase in deliver- 
ies of natural gas referred to in paragraph (3) next above, are required by the 
public convenience and necessity and a certificate therefor should be issued as 
hereinafter ordered and conditioned. 

(5) Applicants, Algonquin and Tennessee, are able and willing properly to do 
the acts and to perform the services proposed and to conform to the provisions 
of the Natural Gas Act and the requirements, rules and regulations of the 
Commission thereunder. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (¢)(4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Algonquin and 
Tennessee and to the exercise of the rights granted thereunder, and that the 
time within which construction of the facilities authorized by this order shall be 
completed and placed in actual operation should be fixed at 6 months from the 
date on which this order issues. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 





(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Algonquin Gas Transmission Company and Tennessee 
Gas Transmission Company to make the exchange of natural gas, to construct 
and operate the facilities, and to increase authorized maximum daily deliveries 
by Algonquin to Connecticut Gas to 19,900 Mcf per day, all as more fully 
described in the joint application in this proceeding, subject to the jurisdiction 
of the Commission, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(3), (ce) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the certificate issued in paragraph (A) above 
and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act is hereby 
fixed at 6 months from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


CONOWINGO POWER COMPANY AND PHILADELPHIA ELECTRIC 
COMPANY, DOCKET NO. E-6866 


ORDER AUTHORIZING ISSUANCE AND ACQUISITION OF PROMISSORY NOTES 
(Issued April 15, 1959) 


Conowingo Power Company (Conowingo), incorporated under the laws of the 
State of Maryland, with its principal place of business at Elkton, Maryland, and 
Philadelphia Electric Company (Peco), incorporated under the laws of the State 
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of Pennsylvania, with its principal place of business at Philadelphia, Pennsyl- 
vania, filed a joint application on March 6, 1959, for an order authorizing 
Conowingo, pursuant to Section 204 of the Federal Power Act, to issue Promissory 
Notes in the aggregate maximum principal amount of $1,200,000 and authorizing 
Peco, pursuant to Section 203 of the Act, to acquire the Promissory Notes to be 
issued by Conowingo. 

Conowingo, a wholly owned subsidiary of Peco, furnishes electric service to 
the public in parts of Harford and Cecil Counties, Maryland. Peco furnishes 
electric service to the public in the City of Philadelphia and in Delaware County, 
and in parts of Bucks, Chester, Montgomery, and York Counties, all in Pennsyl- 
vania. Peco also supplies directly or indirectly all the electric energy require- 
ments of Conowingo, which is operated as a unit of Peco’s integrated system. 

The proposed Promissory Notes will be non-interest bearing and will be 
payable on demand to the order of Peco to evidence loans of money proposed to 
be made by Peco to Conowingo in accordance with an Agreement, dated March 2, 
1959, between Peco and Conowingo. The proposed Notes will be issued and 
delivered by Conowingo to Peco simultaneously with the delivery of money by 
Peco to Conowingo in amounts equal to the principal amounts of the Notes. 
Conowingo proposes to issue the Notes as cash is needed to assist in financing 
the construction expenditures required for additions and betterments to its 
electric plant. The applicants anticipate that the approximate dates of issue 
and principal amounts of the proposed Notes will be as follows: 


1959 : 
RE Soon ctetinwancatese Rete Siete atu eS $100, 000 
I ic ihe ca ec ag ei et hl hin agp ites ida nia 100, 000 
NG Si ctctiaie eb icici se adele agent Reeecelee 300, 000 
NN 5 iiss cic gen eg a aanctanentabechahghicaciaa cumbia 100, 000 

1960: 
BN Aiea Sa cose pico ocala a tp lates Senha caleba dana acl wiht mshancdebceahiaetie spiaaacib aint 100, 000 
ED ris istenioes neadcnniei e ee cbideskdeckpha miming’ 100, 000 
PERG cn nin ceccntipecten i a ect lap calc ce icine chee 300, 000 
DRGNOED oi cilicnsnet nb ateediten cdtindss ekesee ied 100, 000 
NID iccsacesusenctitie ithe nchennnnehec manliness daub bien ieee Se dataiets $1, 200, 000 


According to the application, the proposed Notes will not be acquired by 
Peco for resale to the public. 

Conowingo’s 1959-1960 construction program is estimated to require $2,319,000, 
with $1,200,000 of this amount to be obtained from the proposed issuance of 
Promissory Notes and the remaining $1,119,000 to be provided by cash generated 
internally. Major items of this program include $420,000 for installation of 
equipment to serve new customers, $375,000 for removal and relocation of 
facilities made necessary by highway improvement, and $725,000 for improvement 
of transmission and distribution facilities. 

The applicants represent that the proposed transactions will be consistent 
with the public interest in that Peco, as owner of Conowingo’s capital stock 
and as supplier of Conowingo’s electric energy requirements, has a direct and 
substantial interest in Conowingo; that the additions and betterments to the 
electric plant of Conowingo as comprehended in its 1959-1960 construction 
program are necessary to meet adequately the existing and foreseeable electric 
loads on Conowingo’s system and to provide otherwise for reliable and reasonable 
service ; that the loans from Peco will assist Conowingo in financing economically 
its construction program; and that the proposed issuance and acquisition of 
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Promissory Notes is in line with the method followed by Peco in aiding 
Conowingo in financing prior improvements to the latter’s electric plant. 

Written notice of the application has been given to the Maryland Public Service 
Commission, the Pennsylvania Public Utility Commission, and to the Governor 
of each of those States. Notice of the application was also given by publication 
in the Federal Register on March 18, 1959 (24 F.R. 2000), stating that any 
person desiring to be heard or to make any protest with reference to the appli- 
cation should on or before April 2, 1959, file with the Federal Power Commission, 
Washington 25, D.C., petitions or protests in accordance with the Commission's 
Rules of Practice and Procedure. No petition or protest or request to be heard 
in opposition to the granting of the application has been received. 

The Pennsylvania Public Utility Commission by order dated March 30, 1959, 
approved cash loans by Peco to Conowingo from time to time prior to December 
31, 1960, in the aggregate maximum principal amount of $1,200,000, such loans 
to be evidenced by non-interest bearing Promissory Notes of Conowingo payable 
on demand. 


The Commission finds: 


(1) Conowingo, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued April 3, 
1957, In the Matters of Conowingo Power Company, et al., 17 FPC 489. 

(2) Peco, a corporation, is a public utility within the meaning of Section 203 
of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued February 5, 
1959, In the Matters of Philadelphia Electric Power Company and Philadelphia 
Electric Company, Docket No. E-6851. 

(3) The proposed issuance of Promissory Notes by Conowingo, as described 
above, will constitute an issuance of securities within the purview of Section 204 
of the Act. 

(4) The proposed issuance of Promissory Notes by Conowingo, as described 
above, will be in excess of 5% of the par value of the other securities of Cono- 
wingo now outstanding, and, therefore, will not be exempt by virtue of Section 
204(e) of the Act from the requirements of Section 204(a) of the Act. 

(5) Conowingo is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204(f) of the Act, and the proposed issuance of Promis- 
sory Notes by Conowingo, as described above, is therefore, not exempt by virtue 
of that Section from the requirements of Section 204 of the Act. 

(6) The proposed issuance of Promissory Notes by Conowingo, as described 
above, will be exempt from the competitive bidding requirements of Section 
34.1a of the Commission’s Regulations under the Federal Power Act by reason of 
Section 34.1a(a) (2) thereof. 

(7) The proposed issuance of Promissory Notes by Conowingo, as hereinafter 
authorized, will be for a lawful object, within the corporate purposes of Cono- 
wingo and compatible with the public interest, which is appropriate for and 
consistent with the proper performance by Conowingo of service as a public 
utility and which will not impair its ability to perform that service, and is 
reasonably appropriate for such purposes. 

(8) By the proposed transaction, as described above, Peco will acquire secu- 
rities of Conowingo, another public utility, within the meaning and subject to 
the requirements of Section 203 of the Act. 
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(9) The proposed acquisition by Peco of the Promissory Notes to be issued by 
Conowingo, as recited above, will be consistent with the public interest as 
expressed in Section 203 of the Act for the reasons set forth above. 

(10) Neither Conowingo nor Peco is subject to a requirement of the Public 
Utility Holding Company Act of 1935, or of a rule, regulation, or order there- 
under, which would exempt either of them, pursuant to Section 318 of the Federal 
Power Act, from the requirements of Sections 203 or 204 thereof, as the case may 
be, with respect to any matter with which this order is concerned. 


The Commission orders: 


(A) The proposed issuance by Conowingo of Promissory Notes in the aggre- 
gate maximum principal amount of $1,200,000 and the proposed acquisition by 
Peco of the Promissory Notes to be issued by Conowingo, all as described above, 
are hereby authorized and approved upon the terms and conditions and for the 
purposes set forth in the application, subject to the provisions of this order. 

(B) Nothing herein contained shall be construed to authorize the issuance of 
any of the aforementioned Promissory Notes by Conowingo or the acquisition 
thereof by Peco after December 31, 1960. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of costs, or any other matter 
whatsoever now pending or which may come before this Commission or any other 
regulatory body. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-17505 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued April 15, 1959) 


On January 12, 1959, El Paso Natural Gas Company (Applicant) filed in 
Docket No. G—17505 an application pursuant to Section 7(c) of the Natural Gas 
Act for a certificate of public convenience and necessity authorizing the con- 
struction and operation of approximately 4.3 miles of 3%4-inch pipeline extending 
westward from a point of connection with its existing 4%4-inch Alamogordo 
lateral pipeline and looping its existing 2%4-inch branch pipeline serving natural 
gas to Southern Union Gas Company (Southern Union) for resale to the U.S. 
White Sands Proving Grounds installations at White Sands, New Mexico. 

The total estimated cost of this proposed loop and appurtenant facilities, 
including overhead and contingency, is $42,000, which Applicant proposes to 
finance with current working funds or by making short term bank loans. 

The facilities proposed herein are required to meet peak hour demands under 
extreme cold weather conditions. Experience has indicated that existing fa- 
cilities are unable to adequately meet these peak hour demands. No increase 
in normal peak day or annual deliveries is anticipated. No question of gas 
supply is involved. 
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Temporary authority to construct and operate the facilities proposed herein 
was granted to El Paso Natural Gas Company on February 6, 1959. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
March 31, 1959, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.80(c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, El Paso Natural Gas Company, a Delaware corporation having 
its principal place of business in El Paso, Texas, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of October 29, 1942, in Docket Nos. G-242 and G-257 (3 FPC 
851). 

(2) The facilities hereinbefore described, as more fully described in the 
application and exhibits in this proceeding, are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, as integral parts of Applicant’s existing pipeline system 
and the construction and operation thereof by Applicant are subject to the 
requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and the 
requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c)(3), (¢)(4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Applicant and to the 
exercise of the rights granted thereunder. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 







The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing El Paso Natural Gas Company to construct and operate the 
facilities hereinbefore described, all as more fully described in the application in 
this proceeding and the exhibits appended thereto, for the transportation and sale 
of natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(ec) (3), (e) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the certificate issued in paragraph (A) above 
and to the exercise of the rights granted thereunder. 

(C) Applicant shall complete the proposed facilities and place them in regular 
operation within 6 months of the date of issuance of this order. 


556—-794—638-——-35 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TEXAS EASTERN TRANSMISSION CORPORATION, DOCKET NO. G-17042 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued April 15, 1959) 


On November 24, 1958, Texas Eastern Transmission Corporation (Applicant) 
filed a budget-type application in Docket No. G—17042, pursuant to Section 7(c) 
of the Natural Gas Act, for a certificate of public convenience and necessity 
authorizing the construction and operation of field facilities to enable Applicant 
to take into its certificated main pipeline system natural gas which will be 
purchased from producers in the general area of its existing transmission system 
from time to time during the calendar year 1959. 

The purpose of this budget-type proposal is to augment Applicant’s ability to 
act with reasonable dispatch in contracting for and connecting to its existing pipe- 
line system new supplies of gas in various producing areas generally coextensive 
with Applicant’s system. 

The total cost of the proposed facilities herein is not to exceed $4,000,000, which 
is Applicant’s estimate, for budget purposes, of its investment to be made in 
field facilities during the calendar year 1959, exclusive of such facilities as are 
the subject of existing certificate authorizations or pending certificate applica- 
tions. Applicant has agreed to a limitation of $500,000 as the maximum cost of 
any single project under this proposal. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
April 2, 1959, respecting the matters involved in and the issues presented by the 
application herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Texas Eastern Transmission Corporation, a Delaware corpora- 
tion having its principal place of business in Shreveport, Louisiana, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order issued March 30, 1949, in Docket No. G—1089 (8 
FPC 228). 

(2) The facilities hereinbefore described, as more fully described in the appli- 
cation in this proceeding, are proposed to be used in the transportation of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, and 
the construction and operation thereof by Applicant are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities to take natural gas from 
producers thereof during the calendar year 1959 as proposed by Applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued, as hereinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the Nat- 
ural Gas Act that Applicant should submit on or before March 1, 1960, a state- 
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ment under oath showing: (a) names of fields connected, (b) estimates of gas 
supplies attached, (c) description of the project or projects constructed pursuant 
to the authorization granted hereinafter, (d) the location of said project or proj- 
ects, and (e) the costs of the facilities so constructed. 

(6) The authorization granted hereinafter should be limited to expenditures 
for construction during the calendar year 1959, and the total expenditures for 
facilities authorized to be constructed hereunder should be limited to $4,000,000, 
with no single project at any given location to exceed a cost of $500,000. 

(7) Public convenience and necessity require that the general terms and condi- 
tions set forth in paragraphs (a) and (e) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act (18 CFR 157.20) should attach to the 
certificate hereinafter issued to Applicant and to the exercise of the rights 
granted thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Texas Eastern Transmission Corporation to construct and 
operate the proposed facilities to take natural gas, all as more fully described in 
the application in this proceeding, upon the terms and conditions of this order. 

(B) Applicant shall submit on or before March 1, 1960, a statement under oath 
showing: (a) names of fields connected, (b) estimates of gas supplies attached, 
(c) description of the project or projects constructed pursuant to the authoriza- 
tion granted in paragraph (A) above, (d) the location of said project or projects, 
and (e) the costs of the facilities so constructed. 

(C) The authorization granted in paragraph (A) above shall be limited to 
expenditures for construction during the calendar year 1959, and the total ex- 
penditures for facilities to be constructed shall be limited to $4,000,000, with no 
single project at any given location to exceed a cost of $500,000. 

(D) The general terms and conditions set forth in paragraphs (a) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act shall 
attach to the certificate issued in paragraph (A) above and to the exercise of the 
rights granted thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


CHAMPLIN OIL & REFINING CO., DOCKET NOS. G-9277 AND G-9280 









ORDER AFFIRMING RULING OF PRESIDING EXAMINER 
(Issued April 16, 1959) 


The matter before us relates to a referral by the presiding examiner of an ap- 
peal by Champlin Oil & Refining Co. (Champlin), on the record, from the pre- 
siding examiner’s ruling denying Champlin’s motion to strike certain evidence 
offered by complainants and intervenor Philadelphia Electric Company in rebuttal 
to evidence presented by Champlin. 
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On November 14, 1958, at the close of the cross-examination of the witnesses 
who presented Champlin’s direct case (which followed staff’s direct presentation 
and cross-examination thereon) request for recess was granted to enable the 
staff, complainants, and intervenors to prepare and serve evidence in rebuttal as 
contemplated by our order issued herein on January 27, 1958. Such evidence 
was served by the staff, complainants, and intervenor Philadelphia Electric Com- 
pany in early March 1959. 

Pursuant to Champlin’s request filed March 23, 1959, under the title “Motion for 
Prescription of Procedure,” as granted by the presiding examiner, the hearing 
herein was reconvened on March 31, 1959, for limited purposes, i.e., to enable the 
parties to offer the aforementioned evidence, to the end that oral argument might 
thereupon be heard and decision rendered by the presiding examiner as to the 
propriety and admissibility of certain portions of such testimony and exhibits, 
and for fixing of date for cross-examination on the evidence received and per- 
mitted to remain in the record. 

At that hearing session counsel for Champlin moved to strike those portions 
of complainants’ and intervenor’s evidence which related to the respective costs 
of service presented by those parties. Counsel for Champlin argued on behalf of 
the motion at some length and at one point summed up that argument by saying 
that “a cost of service study clearly constitutes direct testimony and exhibits 
which would have been proper as a case in chief,” but that complainants and in- 
tervenor were now precluded from presenting a case in chief because they had 
waived the opportunity to do so as granted by our orders of January 27 and May 
8, 1958. In turn, counsel for the complainants and intervenor argued that the 
proferred evidence constituted proper rebuttal and pointed to the various allega- 
tions of Champlin’s witnesses sought to be rebutted by that evidence. 

Following a short recess and independent research, the presiding examiner, on 
April 1, 1959, ruled that the proferred evidence constituted proper rebuttal, that 
such evidence did not circumvent the procedure set up by our order of January 
27, 1958, and, after fully setting forth his reasons, denied the motion to strike. 
Thereupon, counsel for Champlin noted his appeal from that ruling and requested 
that the matter be referred for our determination thereon. 

Our review indicates that Champlin’s witnesses in their testimony not only 
espoused certain accounting procedures and allocation methods but went on 
to testify that certain other procedures and allocation methods would not be 
properly applicable to an allocation of Champlin’s costs. We are not called upon, 
nor are we in a position, at this point, to pass upon the relative merits of the 
various accounting procedures and allocation methods. However, it does ap- 
pear to us that the evidence offered by the complainants and intervenor and 
sought to be stricken is proper rebuttal of the two facets of Champlin’s presen- 
tation referred to above. 

Based on the foregoing, and for the reasons stated by the presiding examiner 
in denying the motion to strike, we are of the view that the appeal herein should 
be denied. 


The Commission orders: 


The ruling of the presiding examiner on April 1, 195%, denying Champlin’s 
motion to strike portions of the rebuttal testimony offered by complainants and 
intervenor Philadelphia Electric Company, hereby is affirmed, and the appeal by 
Champlin from such ruling hereby is denied. 

Commissioner Kline not participating. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


ARKANSAS INDUSTRIAL PIPELINE CORPORATION, DOCKET NO. 
G-17770 


DECLARATION OF EXEMPTION 
(Issued April 21, 1959) 


On February 2, 1959, Arkansas Industrial Pipeline Corporation (Applicant) 
filed an application for exemption from the provisions of the Natural Gas Act 
pursuant to Section 1(c) thereof. 

Upon the basis of the application filed, the exhibit appended thereto and the 
files of the Commission, it appears that: 

(1) Applicant, a Delaware corporation having its principal place of business 
in Shreveport, Louisiana, proposes to engage in the transportation of natural 
gas in the State of Arkansas for its parent company, Arkansas Louisiana Gas 
Company (Arkansas Louisiana), which company has been advised that it should 
file an application for a certificate of public convenience and necessity to de- 
liver said natural gas to Applicant; 

(2) Applicant proposes to receive interstate natural gas from Arkansas 
Louisiana, to transport the same approximately 130 miles and to deliver it back 
to Arkansas Louisiana, all within the State of Arkansas; 

(3) All natural gas received by Applicant will be consumed within the State 
of Arkansas, and all of Applicant’s facilities are located within said State; and 

(4) The Arkansas Public Service Commission has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over the 
rates, service and facilities of Applicant. 

WHEREFORE, the Commission declares, by reason of the foregoing: 
Arkansas Industrial Pipeline Corporation is exempt from the provisions of the 


Natural Gas Act, and the orders, rules and regulations of the Commission issued 
thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


CONSOLIDATED GAS UTILITIES CORPORATION, DOCKET NO. G-17187 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued April 21, 1959) 


On December 3, 1958, Consolidated Gas Utilities Corporation (Applicant) 
filed in Docket No. G—17187 an application pursuant to Section 7(c) of the Net- 
ural Gas Act for a certificate of public convenience and necessity authorizing 
the construction and operation of miscellaneous meter and regulator equipment 
and field lines to enable it to take into its certificated main pipeline system 
natural gas which will be purchased from producers in the general area of its 
existing transmission system from time to time during the fiscal year ending 
October 31, 1959, at a total cost of approximately $500,000, all as more fully set 
forth in the application. 
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The purpose of the subject proposal is to enable Applicant to act with reason- 
able dispatch in contracting for and connecting to its pipeline system new supplies 
of natural gas in various producing areas generally co-extensive with its system. 

Applicant has advised that it will accept a limitation of $100,000 as the cost 
of any single project under this application. Construction costs will be financed 
out of treasury cash. 

No new or additional sale of gas is proposed. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
April 9, 1959, respecting the matters involved in and the issues presented by the 
application herein. No petition to intervene or protest to the granting of the 
application has been recéived. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 


a decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Consolidated Gas Utilities Corporation, a Delaware corpora- 
tion having its principal place of business in Oklahoma City, Oklahoma, is a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order of January 4, 1944, in Docket No. 
G-365 (4 FPC 477). 

(2) The facilities hereinbefore described, as more fully described in the appli- 
cation herein, are proposed to be used in the transportation and sale of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, as 
integral parts of Applicant’s existing pipeline system, and the construction and 
operation thereof by Applicant are subject to the requirements of Subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities to take natural gas from 
producers thereof during the fiscal year ending October 31, 1959, as proposed by 
Applicant are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the Nat- 
ural Gas Act that Applicant should submit within 60 days following the fiscal 
year ending October 31, 1959, a statement under oath showing: (a) names of 
fields connected, (b) estimates of gas supply attached, (c) a description of the 
project or projects that have been constructed pursuant to the authorization 
granted hereunder, (d) the location of said project or projects, and (e) the costs 
of the facilities constructed. 

(6) The authorization granted herein should be limited to construction during 
the fiscal year ending October 31, 1959, and the total expenditures for facilities 
to be constructed hereunder should be limited to $500,000, with no single project 
to exceed a cost of $100,000. 

(7) Public convenience and necessity require that the general terms and condi- 
tions set forth in paragraphs (a) and (e) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act (18 CFR 157.20) should attach to the 
authorization hereinafter issued to Applicant and to the exercise of the rights 
granted thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 
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The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Consolidated Gas Utilities Corporation to construct and 
operate the proposed facilities to take natural gas from producers thereof during 
the fiscal year ending October 31, 1959, all as more fully described in the appli- 
cation in this proceeding, upon the terms and conditions of this order. 

(B) The authorization granted in paragraph (A) above shall be limited to 
construction during the fiscal year ending October 31, 1959, and the total ex- 
penditures for facilities to be constructed hereunder shall not exceed $500,000, 
with no single project to exceed a cost of $100,000. 

(C) Applicant shall submit within 60 days following the fiscal year ending 
October 31, 1959, a statement under oath showing: (a) names of fields con- 
nected, (b) estimates of gas supply attached, (c) a description of the project or 
projects constructed pursuant to the authorization granted hereunder, (d) the 
location of said project or projects, and (e) the costs of the facilities constructed. 

(D) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the authorization granted in paragraph (A) above and to the 
exercise of the rights granted thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


MONSANTO CHEMICAL COMPANY, DOCKET NOS. G—9681, G-9682, G—11368, 

G-—11369, G-13612, G-14039, AND G-14551; MONSANTO CHEMICAL COM- 
PANY, (OPERATOR), ET AL., DOCKET NO. G-14728; MONSANTO 
CHEMICAL COMPANY, DOCKET NOS. G—14858 AND G—16807, MONSANTO 
CHEMICAL COMPANY (OPERATOR), ET AL., DOCKET NO. G—16808; 
MONSANTO CHEMICAL COMPANY, DOCKET NO. G—18318 


ORDER INSTITUTING RATE INVESTIGATION, CONSOLIDATING PROCEEDINGS, AND 
FIXING DATE OF HEARING 


(Issued April 21, 1959) 


By order of the Commission issued April 28, 1958, the rate suspension proceed- 
ings in the matters of Monsanto Chemical Company (Monsanto), Docket Nos. 
G-9681, G—9682, G-—11368, G—11369, G—13612, G-14039 and G-—14551, and of 
Monsanto Chemical Company (Operator), et al. (Monsanto), Docket No. G—14728, 
were consolidated and set for hearing. A hearing was held on October 20, 1958, 
during which Monsanto presented its direct case in favor of the proposed in- 
creases ; on February 3, 1959, the Commission staff undertook cross examination. 
Further hearings were set for April 28, 1959. 

Meanwhile other rate increases have been proposed by Monsanto and suspended 
in Docket Nos. G—14858, G—16807 and G—16808.. These have not been con- 
solidated or set for hearing. Altogether the rate increases proposed by Mon- 
santo comprehend a substantial part of Monsanto’s natural gas endeavors sub- 
ject to the jurisdiction of the Commission. Furthermore, staff investigations 
concerning the suspensions now in hearing indicate that various other Monsanto 
rates, presently in effect, may also be unjust, unreasonable, unduly discrimina- 
tory, or preferential, or otherwise unlawful. 






1 There have been other proceedings, but they concern suspensions of Louisiana tax 
reimbursement increases, not matters of concern to these proceedings : G-15787, G—15765, 
G-15844, G-15851, G-15945 and G-16838. 
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The Commission finds: 


(1) Monsanto Chemical Company is an independent producer of natural gas 
and is a “natural gas company” within the meaning of the Natural Gas Act, 
being engaged in the sale and delivery of natural gas in interstate commerce for 
resale for ultimate public consumption. 

(2) It is necessary and proper in the public interest and to aid in the enforce- 
ment of the provisions of the Natural Gas Act that an investigation be instituted 
by the Commission, upon its own motion, into and concerning all rates, charges, 
or classifications demanded, observed, charged, or collected by Monsanto (except 
Louisiana tax reimbursement matters) in connection with any transportation 
or sale of natural gas, subject to the jurisdiction of the Commission, and any 
rules, regulations, practices, or contracts affecting such rates, charges, or classi- 
fications; and that this investigation be consolidated for hearing with the 
above-designated suspension proceedings. 


The Commission orders: 


(A) An investigation of Monsanto is hereby instituted under the provisions of 
the Natural Gas Act, particularly including Sections 5, 14 and 15 thereof, for 
the purpose of enabling the Commission to determine whether, with respect to 
any transportation or sale of natural gas, subject to the jurisdiction of the 
Commission, made or proposed to be made by Monsanto, any of the rates, charges, 
or classifications (except Louisiana tax reimbursement matters), demanded, 
observed, charged, or collected, or any rules, regulations, practices or contracts 
affecting such rates, charges, or classifications are unjust, unreasonable, unduly 
discriminatory, or preferential. 

(B) If the Commission, after a hearing has been had, shall find with respect 
to Monsanto that any of its rates, charges, classifications, rules, regulations, 
practices, or contracts, subject to the jurisdiction of the Commission, are unjust, 
unreasonable, unduly discriminatory, or preferential, the Commission will there- 
upon determine and fix by order or orders just and reasonable rates, charges, 
classifications, rules, regulations, practices, or contracts to be thereafter observed 
and in force. 

(C) Pursuant to the authority contained in the Natural Gas Act, subject to 
the jurisdiction conferred upon the Federal Power Commission therein, includ- 
ing particularly Sections 4, 5, 14, and 15 thereof, and pursuant to the Commis- 
sion’s Rules and Regulations (18 CFR, Chapter 1), the above-designated Docket 
Nos. G-9681, G-9682, G-—11368, G-11369, G—13612, G-14039, G—14551, G—14728, 
G-14858, G-16807, and G—16808 and the rate investigation proceeding hereby 
instituted in Docket No. G—18318 are hereby consolidated for the purpose of 
hearing. 

(D) The public hearing heretofore scheduled to resume on April 28, 1959, is 
hereby postponed to resume on June 15, 1959, at 10:00 a.m. (EDST), in a Hearing 
Room of the Federal Power Commission, 441 G Street, N.W., Washington, D.C., 
and shall concern the matters involved and the issues presented in the consoli- 
dated proceedings designated in paragraph (C) above. 

(E) When said hearing is resumed on June 15, 1959, the Commission’s staff 
shall go forward first and present evidence in its direct case in these consoli- 
dated proceedings, after having served its proposed exhibits and prepared 
testimony not less than one week in advance. The presiding examiner shall 
thereafter proceed as may be found appropriate under the Commission’s Rules 
of Practice and Procedure. 

(F) Interested state commissions may participate as provided by Sections 1.8 


and 1.37(f) of the Commission’s Rules of Practice and Procedure (18 CFR 1.8 
and 1.37(f) ). 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


PENNSYLVANIA ELECTRIC COMPANY, PROJECT NO. 309 


ORDER SUPPLEMENTING PRIOR ORDER DETERMINING ACTUAL LEGITIMATE ORIGINAL COST ; 
NET CHANGE THEREIN ; AND PRESCRIBING ACCOUNTING THEREFOR 


(Issued April 21, 1959) 


The Commission by opinion and accompanying order adopted June 29, 1935, as 
modified by Supplemental order dated February 11, 1936,’ determined the actual 
legitimate original cost of Project No. 309 (Piney),? to be $5,672,054.21, as of 
December 31, 1925; that amount being expressly subject to subsequent Com- 
mission adjustment by reason of an undetermined amount of “salvage value” 
of certain construction equipment then remaining. The Commission’s opinion 
provides as follows (1 FPC 313, 321) : 


Construction equipment—$28,951.61 (credit) —This involves a proposed 
credit to the cost of construction for the salvage of certain construction 
equipment. The equipment in question was transferred to an affiliate during 
the fall of 1925 in exchange for construction work performed on the project 
by the said affiliate. The transfer was questioned on the grounds that it 
was made to an affiliate at what appeared to be a very large discount. For 
the reasons stated, the proposed credit of $28,951.61 is disallowed and the 
licensee will be required to set up accounts covering the item of equipment 
used in construction which will result in an unquestionable and equitable 
method of disposing of the entire equipment on hand, including the contro- 
verted item here under discussion. 

The record shows that, as of December 31, 1925, the Construction equipment 
account properly stated should show a balance of $144,574.34 reflecting the 
equipment on hand as of that date. We are convinced, and it is our opinion, 
that the proper accounting pertaining thereto will be accomplished by trans- 
ferring to the “General construction equipment account, no. 389,” the amount 
of $144,574.34, and crediting the same to the project cost. This balance 
thus transferred to said account shall be accounted for by the licensee in 
accounting reports filed for the years subsequent to the year 1925. 

* * * [Ljicense * * * [shall] establish and maintain control ledger sheets 
or accounts with reference to said project showing a total debit balance in its 
fixed capital accounts beginning with an entry of [$5,672,054.21] as the actual 
legitimate cost of said project as of December 31, 1925, subject, however, to 
subsequent adjustments of the amount of $144,574.34 to be set up temporarily 
in fixed capital account 389, general construction equipment ; 
























Commencing January 10, 1939, and from time to time thereafter, Licensee filed 
statements pursuant to Section 4.1 of the Commission’s Regulations under the 
Federal Power Act, claiming for the period from January 1, 1926, through Decem- 

















* The Commission’s opinion and accompanying order adopted June 29, 1935, are reported 
at 1 FPC 269, 319. The Commission’s February 11, 1936, order reported in folio is repro- 
duced hereinafter in the attached Appendix A. 

2The project is located in and along the Clarion River, Clarion County, Pennsylvania, 
and may be described as the Piney project. The license, authorizing the construction, 
operation and maintenance of the project works, issued on October 13, 1922 (pursuant to 
the provisions of Section 4(d) of the Federal Water Power Act), is by its terms effective 
for a period of fifty years from the date thereof. It was issued originally to the Clarion 
River Power Company. ‘The transfer of the license to the Pennsylvania Electric Company 
‘was approved by this Commission as of March 2, 1942, 
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ber 31, 1956, project additions, retirements and credit adjustments, resulting in a 
net increase or change of $118,368.92 in project cost as shown by project plant 
accounts for that period.’ This net amount results from claimed and recorded 
costs of project additions in the amount of $650,054.45, project retirements in 
the amount of $358,852.17, and credit adjustments in the amount of $172,833.36. 

The Commission’s staff undertook a field examination of the books and records 
of Licensee and other data relative to the project plant costs. The staff reviewed 
the aforementioned previously unresolved accounting matter involving Licensee’s 
“Construction equipment”; Licensee’s classification of the previously determined 
project cost and certain of the claimed changes therein under this Commission’s 
present Uniform System of Accounts Prescribed for Public Utilities and Licensees, 
effective January 1, 1937; the correctness of Licensee’s claimed and recorded 
project cost changes for the period from January 1, 1926, through December 
31, 1956; and the resulting project cost as of the latter date. The staff also 
reviewed the project depreciation reserve as recorded upon Licensee’s books of 
account. However, further study of the reserve is being made and the staff 
recommends that this phase of the investigation be deferred for future Commis- 
sion consideration and determination. 

Following that study an agreement, subject to Commission approval, was 
reached between the staff and Licensee’s representatives with respect to a num- 
ber of proposed adjustments to project costs, including the accounting therefor. 

The proposed adjustments to project costs consist of the reclassification of a 
number of items within the project plant accounts; the elimination of $30,460.43 
from the total cost of project construction equipment, $144,574.34, (previously 
ordered classified in Account No. 389), as representing the salvage value credit 
associated with that equipment; the elimination of the amount of $1,240.76 from 
claimed and recorded project cost changes for the period from January 1, 1926, 
through December 31, 1956; and the accounting disposition of the amounts pro- 
posed to be eliminated from claimed and recorded project cost. 

The resulting revised actual legitimate original cost of the project as of De- 
cember 31, 1925, would be $5,641,593.78. The resulting revised net increase or 
change in project plant accounts for the period from January 1, 1926, through 
December 31, 1956, would be $117,128.16, comprised of project additions totalling 
$648,813.69, project retirements of $358,852.17 and credit adjustments of $172,- 
833.36. On this basis the resulting actual legitimate original cost of the project 
as of December 31, 1956, would be $5,758,721.94, all as more specifically shown 
by primary plant accounts of the Commission’s Uniform System of Accounts 
Prescribed for Public Utilities and Licensees as set forth in the attached schedule. 

The accounting for the proposed adjustments, including the accounting dispo- 
sitions of the amounts proposed to be eliminated from the claimed and recorded 
project costs as of December 31, 1956, is shown by the following composite 
journal entry: 

Debit Credit 
ST cI NU ah nc a $31, 701. 19 
100.1 Electric Plant in Service—Project No. 309_......--___ $31, 701. 19 


After giving effect to the above adjustments, the Commission’s staff proposes 
and Licensee, by letter dated March 7, 1958, concurs that the Commission 
determine: 

(1) the revised actual legitimate original cost of the project as of December 
31, 1925, to be $5,641,593.78, classified by primary plant accounts as shown in the 
attached schedule* ; 


* Article 17 of the license provides for the filing of statements for purposes of Com- 
mission determination of the actual legitimate original cost of the project. 
*Schedule omitted. 
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(2) the net increase or change in the project plant accounts for the period 
from January 1, 1926 through December 31, 1956, to be $117,128.16, comprised 
of project additions totalling $648,813.69, project retirements totalling $358,- 
852.17, and credit adjustments totalling $172,833.36, classified by primary plant 
accounts as shown in the attached schedule; and 

(3) the resulting actual legitimate original cost of the project, as of Decem- 
ber 31, 1956, to be $5,758,721.94, classified by primary plant accounts as shown 
in the attached schedule. 

By the aforementioned letter dated March 7, 1958, Licensee agreed to the pro- 
posed adjustments, the accounting therefor, including the accounting dispositions 
of the amounts proposed to be eliminated from project cost and resulting project 
costs ; all as recommended by the staff as set forth above. 

The Public Utility Commission of Pennsylvania was advised by letter of this 
Commission dated July 9, 1958, of the proposed adjustments, the accounting 
therefor, including accounting dispositions of the amounts proposed to be 
eliminated from project cost and resulting project costs; all as recommended by 
the Commission’s staff as set forth above. By letter dated July 15, 1958, that 
Commission indicated no objection thereto. 


The Commission finds: 


(1) Licensee, by its tentative agreement, and the Public Utility Commission 
of Pennsylvania, by its letter dated July 15, 1958, have obviated the necessity 
for notice and opportunity to protest provided for by Sections 4.4 and 4.5 of the 
Commission’s Regulations under the Federal Power Act. 

(2) The foregoing adjustments, and the accounting therefor, including ac- 
counting dispositions of the amounts proposed to be eliminated from project 
cost, are reasonable and appropriate for the purposes of the Federal Power Act 
and, therefore, should be approved and directed as hereinafter provided. 

(3) The revised actual legitimate original cost of the project, as of December 
31, 1925, is $5,641,593.78 ; the net increase or change in the project plant accounts 
for the period from January J, 1926 through December 31, 1956, is $117,128.16 
(comprised of project additions, retirements and credit adjustments totalling 
$648,813.69, $358,852.17, and $172,833.36, respectively); the resulting actual 
legitimate original cost of the project as of December 31, 1956, is $5,758,721.94; 
all classified by primary plant accounts as shown in the attached schedule. 

(4) It is necessary and appropriate for the purposes of the Federal Power 
Act that the matter of determining the accrued depreciation applicable to 
project properties be reserved for future Commission consideration and decision 
as hereinafter ordered. 


The Commission orders: 


(A) The provisions of Sections 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act are hereby waived for purposes of this order. 

(B) The foregoing adjustments, and the accounting therefor, including the 
accounting dispositions, all as proposed by the staff and agreed to by the 
Licensee, are hereby approved and directed to be made by Licensee. 

(C) Licensee shall, to the extent that it has not already done so, establish 
and maintain control and detail plant accounts for the Piney project showing 
the debit balance of $5,641,593.78, as of December 31, 1925; the debit amount 
of $117,128.16 as the net increase or change in project plant accounts for the 
period from January 1, 1926 through December 31, 1956; the debit balance of 
$5,758,721.94, as of December 31, 1956; all as more specifically shown in the 
attached schedule, classified by primary plant accounts of the Commission’s 
Uniform System of Accounts Prescribed for Public Utilities and Licensees. 
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(D) Licensee shall within 60 days from the issuance of this order file, in 
triplicate, certified copies of its adjusting journal entries showing compliance 
with this order. 

(E) The matter of Commission determination of the amount of accrued 
depreciation applicable to project properties is hereby expressly reserved for 
future Commission consideration and decision. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, TEXAS EASTERN 
TRANSMISSION CORPORATION, ALGONQUIN GAS TRANSMISSION 
COMPANY, AND THH MANUFACTURERS LIGHT AND HEAT COMPANY, 
DOCKET NO. G-17522 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued April 21, 1959) 


On January 14, 1959, Transcontinental Gas Pipe Line Corporation (Transco), 
Texas Eastern Transmission Corporation (Texas Eastern), Algonquin Gas 
Transmission Company (Algonquin), and The Manufacturers Light and Heat 
Company (Manufacturers) filed a joint application in Docket No. G—17522, 
pursuant to Section 7(c) of the Natural Gas Act, for a certificate of public 
convenience and necessity authorizing the exchange and delivery of natural gas 
between the Applicants for a period ending November 1, 1959, all as more fully 
set forth in the application which is on file with the Commission and open to 
public inspection. 

It appears that Transco’s 23- and 30-inch transmission pipeline from its main 
line near Princeton, New Jersey, to the Leidy-Tamarack Storage Pool in Clinton 
and Potter Counties, Pennsylvania, authorized, among other things, on Septem- 
ber 4, 1958, in Docket No. G-—13590 (Docket No. G-13143, et al., 20 FPC 264), 
is complete except for some 1%4 miles, which is being delayed by lengthy con- 
demnation suits in New Jersey. The present proposal is designed to bypass this 
gap, permitting Transco to utilize the constructed portion of the Leidy line and 
to inject gas into the Leidy Storage Pool, by any or all of the following methods: 

(1) Transco to deliver to Texas Eastern up to 35,000 Mcf per day (14.78 psia) 
through existing interconnections between their two systems or by delivery to 
common customers; Texas Bastern to increase its deliveries to its existing 
customer, Algonquin, by an equivalent volume; Algonquin, in turn, to deliver 
such volumes to Home Gas Company (Home) at an emergency interconnection 
of their respective facilities near Spring Valley, New York, for the account of 
Manufacturers ; Manufacturers to reduce its deliveries to its customer, Home, by 
the same volumes which Home will receive from Algonquin; and Manufacturers 
then to deliver equivalent volumes into Transco’s Leidy line through an existing 
temporary interconnection near Martin’s Creek, Northampton County, 
Pennsylvania. 

(2) Transco to deliver up to 25,000 Mcf per day (14.73 psia) to Manufacturers 
at Transco’s existing Downington, Pennsylvania, delivery point; Manufacturers 
to return an equal volume into Transco’s Leidy line at the Martin’s Creek 
connection. 

(3) Transco to deliver up to 25,000 Mcf per day (14.73 psia) to Texas Eastern 
at existing interconnections or through common customers; Texas Eastern to 
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deliver equal volumes to Manufacturers at Texas Hastern’s Delmont, Penn- 
sylvania, compressor station; Manufacturers to deliver equivalent volumes into 
Transco’s Leidy line through a temporary interconnection near Tamarack, 
Clinton County, Pennsylvania. 

The above proposal is made pursuant to an agreement dated January 9, 1959, 
entered into by the four Applicants and Home for the exchange of gas for the 
period ending October 31, 1959. 

No additional facilities are proposed to effectuate the exchange. 

Temporary authority to operate the necessary interconnections and to exchange 
natural gas for the period ending November 1, 1959, as requested in the joint 
application in this proceeding was granted to the respective Applicants by airmail 
letters on February 6, 1959. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
April 7, 1959, respecting the matters involved in and the issues presented by the 
joint application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Transcontinental Gas Pipe Line Corporation, a Delaware 
corporation having its principal place of business in Houston, Texas, is a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order issued April 28, 1950, in Docket No. 
G-1277 (9 FPC 58). 

(2) Applicant, Texas Eastern Transmission Corporation, a Delaware cor- 
poration having its principal place of business in Shreveport, Louisiana, is a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order issued March 30, 1949; in Docket No. 
G-1089 (8 FPC 228). 

(3) Applicant, Algonquin Gas Transmission Company, a Delaware corpora- 
tion having its principal place of business in Boston, Massachusetts, is a “nat- 
ural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its order issued February 27, 1951, in Docket No. 
G-1319 (Docket Nos. G—1447, et al., 10 FPC 35). 

(4) Applicant, The Manufacturers Light and Heat Company, a Pennsylvania 
corporation having its principal place of business in Pittsburgh, Pennsylvania, 
is a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order of December 29, 1944, in 
Docket No. G-593, et al. (4 FPC 821). 

(5) The proposed exchange and delivery of natural gas between the four 
Applicants as hereinbefore described and as more fully described in the joint 
applications and exhibits in this proceeding, are subject to the requirements of 
Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(6) The aforesaid proposed exchange and delivery of natural gas between 
the four Applicants herein are required by the public convenience and necessity 
and a certificate therefor should be issued as hereinafter ordered and conditioned. 

(7) Applicants, Transco, Texas Eastern, Algonquin and Manufacturers, are 
able and willing properly to do the acts and to perform the services proposed and 
to conform to the provisions of the Natural Gas Act and the requirements, 
rules and regulations of the Commission thereunder. 
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(8) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a) and (e) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act (18 CFR 157.20) should apply to the 
certificate issued hereinafter and to the exercise of the rights granted thereunder. 

(9) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued to the four Applicants in this proceeding, jointly, authorizing the 
exchange and delivery of natural gas as hereinbefore described for the period 
ending November 1, 1959, all as more fully described in the joint application 
and exhibits in this proceeding, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act shall 
attach to the certificate issued in paragraph (A) hereof and to the exercise 
of the rights granted thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


ALGONQUIN GAS TRANSMISSION COMPANY, DOCKET NO. G—12859 
ORDER DIRECTING REFUND OF EXCESS CHARGES AND TERMINATING PROCEEDING 
(Issued April 22, 1959) 


Algonquin Gas Transmission Company (Algonquin) on March 20, 1959, filed a 
“Notice of Withdrawal and Cancellation of Tariff Sheet”* which were made 
effective subject to hearing and refund as of November 12, 1957, by order issued 
herein on February 3, 1958, as subsequently amended by orders issued herein 
on May 12, 1958, and on February 13, 1959. Algonquin states in its “notice” that 
inasmuch as the aforementioned individual tariff sheets were filed to supersede 
Original Sheets Nos. 5, 6, 8, 10, and 14, and First Revised Sheets Nos. 7, 11—A, 
and 12 to the said tariff, it is the company’s understanding that the effect of 
its “notice of withdrawal and cancellation” will be to “annul the supercession” 
which became effective as of November 12, 1957, as aforementioned, and to 
re-establish the effectiveness of the said earlier effective rates as of November 
12, 1957 and thereafter. 

By the filing of its said “notice” Algonquin appears to claim the right under 
Section 1.11(d) of the Commission’s Rules of Practice and Procedure, and of 
Section 154.64 of its Regulations Under the Natural Gas Act, to withdraw its 
revised tariff sheets which were made effective as of November 12, 1957, as 
aforesaid. Its letter of transmittal states the “notice” will become effective 
thirty days after its filing, on April 20, 1959, “unless otherwise ordered by the 
Commission.” It offers to refund the entire amounts of excess charges collected 
since November 12, 1957, which to February 28, 1959, according to supporting 
exhibits also filed March 20, 1959, total $2,807,969, plus interest thereon at 6%. 

In filing its ‘notice’ of withdrawal, however, Algonquin misconceives the 
proper procedure to be followed after proposed increased rates have been made 


1 First Revised Sheets Nos. 5, 6, 8, 10, and 14, and Second Revised Sheets Nos. 7, 11—A, 
and 12, to Algonquin’s FPC Gas Tariff, Original Volume No. 1. 
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effective subject to hearing and refund pursuant to Section 4(e) of the Act. 
Such increased rates are no less effective than are those filed pursuant to Section 
4(c), which are not suspended and set for hearing. Therefore, “unless the 
Commission otherwise orders” they may be changed only by the filing of “new 
schedules” pursuant to Section 4(d), effective upon not less than thirty days’ 
notice. Moreover, Algonquin is not entitled to withdraw the revised tariff 
sheets under the theory that they are “pleadings” under Section 1.11(d) of our 
Rules of Practice and Procedure. Nor do we find that what Algonquin proposes 
can be regarded as the cancellation or termination of filed tariff sheets pursuant 
to Section 154.64 of our Regulations Under the Natural Gas Act. Obviously, no 
termination of service is being proposed. 

According to our interpretation of the Act and of our rules and regulations 
thereunder, since what Algonquin seeks is to change effective rates retroactively 
to November 12, 1957, it should have either (1) filed superseding tariff sheets 
requesting an effective date of November 12, 1957, for them, or (2) requested the 
Commission to cancel, remove and void the sheets now in effect subject to hearing 
and refund, thereby causing the reinstatement of the tariff sheets which were in 
effect prior to such date.” 

Additionally, Algonquin should have filed the supporting statements and other 
materials required by Section 154.63 of our regulations in connection with the 
proposed rate reductions. However, the company’s filing includes a balance sheet 
and income statement, excluding the proposed refunds and indicating a 5.77% 
rate of return for the calendar year 1958. 

The filing shows also that interruptible sales during 1958 exceeded the estimate 
of such sales which formed in part the basis for the rates which became effective 
November 12, 1957. Since a continued increase in the volume of this class of 
sales may require a further study of Algonquin’s rates, information on inter- 
ruptible sales for a reasonable period after 1958 should be supplied. Otherwise, 
without specifically approving the several items of cost utilized in Algonquin’s 
statements, we find these statements adequate to support an order of the Com- 
mission permitting the proposed retroactive change in rates. Consequently, in 
view of the immediate benefit to Algonquin’s customers arising from its proposal, 
it appears to be in the public interest to treat Algonquin’s “notice” as a motion 
for an order as above described. 

No protests or motions in answer to Algonquin’s proposal have been received 
which are unfavorable or object to it. On the other hand, fifteen of the 23 
customer companies have urged approval of the proposal. 


The Commission finds: 

(1) It is appropriate and in the public interest and in furtherance of the 
provisions of the Natural Gas Act, to direct that the revised tariff sheets which 
are the subject of this proceeding be cancelled, to direct that the superseded 
tariff sheets be reinstated, and to direct Algonquin to make the proposed refunds 
and report of interruptible sales, as hereinafter ordered. 

(2) This proceeding should be terminated as hereinafter ordered. 


The Commission orders: 

(A) The Secretary of the Commission is hereby directed to remove from 
Algonquin Gas Transmission Company FPC Gas Tariff, Original Volume No. 1, 
First Revised Sheets Nos. 5, 6, 8, 10, and 14, and Second Revised Sheets Nos. 
7, 11—A, and 12, and said sheets are hereby cancelled and are no longer of any 
effect as of November 12, 1957. 


2 Original sheets Nos. 5, 6, 8, 10 and 14, and First Revised Sheets Nos. 7, 11—A, and 
12 to Algonquin’s FPC Gas Tariff, Original Volume No. 1. 
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(B) The tariff sheets contained in Algonquin Gas Transmission Company 
FPC Gas Tariff, Original Volume No. 1, which were superseded by the revised 
tariff sheets described in paragraph (A) hereof, i.e., Original Sheets Nos. 5, 6, 
8, 10, and 14, and First Revised Sheets Nos. 7, 11—A, and 12 to the said tariff, are 
hereby reinstated as of November 12, 1957, and the Secretary of the Commission 
is hereby directed to replace said tariff sheets in the said tariff volume. 

(C) Within 15 days after the date of issuance of this order, Algonquin is 
hereby directed to refund to those distributors of gas who were its customers 
during the refund period commencing November 12, 1957, and continuing 
until its last billing statements rendered by it under the rates set forth in the 
tariff sheets described in paragraph (A) hereof, the difference between the 
amounts collected from such customers and the amounts that would have been 
billed to them under the rates set forth in the tariff sheets described in para- 
graph (B) hereof, together with interest at the rate of six per cent (6%) per 
annum from the respective dates of receipt by Algonquin of such excess amounts 
until the date of making such refunds. Algonquin shall bear all costs of making 
such refunds. 

(D) Within thirty days after the issuance of this order, Algonquin is hereby 
directed to report to the Commission, in writing and under oath, and transmit 
copies thereof to all State and regulatory commissions having jurisdiction in the 
areas served by Algonquin’s utility distributing customers and to parties in 
these proceedings, verified proof of payment, and the details of its calculations 
of refunds applicable to sales made in the period from and after February 
1959, including for this period substantially the same type of data included in 
the aforementioned statement submitted by Algonquin on March 20, 1959, of pro- 
posed refunds for the prior period. 

(E) Algonquin shall file with the Commission, in duplicate, statements of the 
volumes of gas sold on an interruptible basis to its wholesale customers during 
each month of the period beginning January 1, 1959, and ending March 31, 
1960. The statements shall be filed monthly for the preceding billing month 
and shall show the name of customer, volume of gas sold, the applicable rate 
schedule, and the amount billed. 

(F) Upon compliance by Algonquin with the terms and provisions of para- 
graphs (C), (D) and (E) of this order and acceptance thereof evidenced by a 
letter addressed to Algonquin by the Secretary of the Commission this pro- 
ceeding shall be terminated. 

(G) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by the Commission in any proceedings now 
pending or hereafter instituted by or against Algonquin. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


AMERICAN LOUISIANA PIPE LINE COMPANY, DOCKET NO. G-10396; 
GULF OIL CORPORATION, DOCKET NO. G-10400; PANHANDLE 
EASTERN PIPE LINE COMPANY, DOCKET NOS. G-11061, G-—18144 


ORDER GRANTING, IN PART, APPLICATION FOR RECONSIDERATION, CONSOLIDATING 
PROCEEDINGS AND ADVANCING DATE OF HEARING 


(Issued April 22, 1959) 


By Opinion No. 319 and order issued December 19, 1958, 20 FPC 851, the 
Commission granted permission to Panhandle Eastern Pipe Line Company 
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(Panhandle), Docket No. G—11061, to abandon natural-gas service to Michigan 
Consolidated Gas Company (Mich-Con) at Detroit and Ann Arbor, Michigan. 
Panhandle has been delivering a total of 127,000 Mcf of natural gas per day to 
Mich-Con at the two delivery points. 

In such Opinion No. 319 and order issued December 19, 1958, the Commission 
directed that: 

(B) Within 30 days of the issuance of this order Panhandle shall submit 
for the approval of this Commission a plan allocating the gas presently being 
delivered to Michigan Consolidated so that such gas will be available for 
sale for resale primarily to domestic and commercial consumers. 

Subsequently, on January 19, 1959, Panhandle submitted a plan for allocating 
the 127,000 Mcf of natural gas per day among its customers. In addition, Pan- 
handle indicated that it would have an additional 30,000 Mcf of natural gas per 
day available by reason of “supercharging of existing engines in * * * com- 
pressor stations.” 

In the Commission’s “Order Denying Applications for Rehearing, Granting 
Stay and Fixing Hearing on Allocation of Gas” issued February 13, 1959, it re- 
jected Panhandle’s proposed plan of allocation stating: 

In our order of December 19, 1958, we provided that Panhandle should 
submit for our approval a plan of allocating the gas presently being delivered 
to Michigan Consolidated so that such gas will be available for sale for 
resale primarily to domestic and commercial consumers. Panhandle did 
file a plan on January 19, 1959. However, the plan so filed is similar to that 
presented at the hearing, and, as we indicated in our prior order, that plan 
was not satisfactory. The present plan clearly makes no real attempt to 
meet the standards of our order since it provides increased volumes of gas 
only for existing eastern zone customers having a higher percentage of 
space heating saturation than that obtaining on the Michigan Consolidated 
System and does not show the portion of the gas that will be made available 
to domestic and commercial consumers to meet the requirements of the 
Commission’s order that the gas go primarily to these classes of consumers. 
We shall therefure reject Panhandle’s plan but will set a hearing to enable 
all properly interested parties to present plans and evidence with respect 
to the disposition of Panhandle’s gas in conformity to the standards of our 
order of December 19, 1958. In our opinion such parties would include 
Panhandle’s customers and interested state commissions, but not members 
of the American Natural System or their customers. 

By paragraph (E) of the aforementioned order issued February 13, 1959, the 
date for hearing with respect to the allocation of Panhandle’s gas was fixed for 
June 16, 1959. 

On March 16, 1959, Panhandle filed an “Application for Reconsideration” of 
paragraph (E) of the Commission’s order issued February 13, 1959, to the extent 
that the provisions thereof contemplate that a hearing commence on June 16, 
1959, to determine in Docket No. G—11061 the method for distributing the gas 
involved therein. As a part of its application for reconsideration, Panhandle 
submitted a proposed plan for allocating 157,000 Mcf of natural gas per day 
among its customers. This includes not only the volume of 127,000 Mcf per day 
involved in the abandonment proceeding, Docket No. G—11061, but also 30,000 
Mcf per day of additional capacity which has become available by reason of 
Panhandle having modernized and turbocharged its compressor engines. The 
additional 30,000 Mcf per day is the subject of the certificate application filed 
in Docket No. G-18144 hereinafter referred to. 
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A joint protest to Panhandle’s application for reconsideration and plan of 
allocation filed on March 16, 1959, was filed by National Coal Association, et al.* 
on March 26, 1959, and a response to such application and plan was filed by 
The East Ohio Gas Company (East Ohio). National Coal Association, et al. 
object to Panhandle’s plan primarily on the ground that the plan encom- 
passes the sale of large volumes of summer gas which may be utilized for 
industrial sales. East Ohio objected to the plan because under the plan no 
additional volumes of natural gas would be allocated to that company. East 
Ohio in its response states that “* * * East Ohio must insist upon receiving 
both or either of the supplies which it has supported in this proceeding, namely, 
20,000 Mcf per day of firm-flowing gas and 12,500,000 Mcf per year of storage 
gas.”’? 

On March 24, 1959, Panhandle filed an application, Docket No. G—18144, in the 
alternative for (1) a modification of the certificate of public convenience and 
necessity issued to the company June 30, 1956, in Docket No. G—2433 or (2) a 
certificate of public convenience pursuant to Section 7 of the Natural Gas Act 
authorizing the operation of facilities which Panhandle has installed to modern- 
ize and turbocharge its compressor engines at existing stations and the delivery 
of an additional 30,000 Mcf of natural gas per day to its existing customers. 
This application was supplemented by filings made on April 1, 1959 (First Supple- 
ment) and on April 15, 1959 (Second Supplement). 

Having considered the Panhandle’s application for reconsideration and its 
plan to allocate 157,000 Mcf of natural gas among its customers, the protest of 
National Coal Association and the response of East Ohio to such application 
and plan we are of the opinion that it is necessary and appropriate to consider 
Panhandle’s overall plan to allocate 157,000 Mcf of natural gas per day among 
its customers and to this extent we will grant Panhandle’s application for 
reconsideration. In this connection it will be necessary and appropriate to 
consolidate the proceeding with respect to the allocation of 127,000 Mcf of 
natural gas per day which will result from the abandonment of service to 
Mich-Con with the proceeding upon Panhandle’s application filed in Docket No. 
G-18144 on March 24, 1959, as supplemented on April 1 and 15, 1959. 

At such consolidated proceedings the burden shall be on Panhandle to justify 
its proposed deliveries of 12,500,000 Mcf per year to East Ohio and to demonstrate 
that such proposal is consistent with our orders issued in these proceedings on 
December 19, 1958 and February 13, 1959. 

In our opinion it is further necessary and appropriate in the public interest 
to advance the date of hearing in the proceedings (consolidated) from June 16, 
1959 to May 18, 1959. 

This order shall constitute notice of the application of Panhandle Eastern 
Pipe Line Company filed in Docket No. G—18144 on March 24, 1959 as supple- 
mented on April 1 and 15, 1959. Such application as supplemented is on file 
with the Commission and open to public inspection. 


1The et al. includes United Mine Workers of America, Fuels Research Council, Inc. 
and The Chesapeake and Ohio Railway Company. 

2In the Second Supplement to its application filed in Docket No. G—18144, hereinafter 
in this order referred to, Panhandle proposes to enter into service agreements providing 
for the delivery of 12,500,000 Mcf per year to East Ohio under Panhandle’s S—1 Rate 
Schedule. Panhandle has in the past delivered 6,000,000 Mcf per year to East Ohio under 
such S—1 Rate Schedule in accordance with a service agreement which has expired. It 
proposes to enter into a new service agreement covering the same volume and in addi- 
tion enter into a new service agreement covering 6,500,000 Mcf per year. The additional 
6.500,000 Mecf purportedly is to become available from off-peak gas resulting from super- 
charging of compressors. 
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The Commission orders: 


(A) Pursuant to the authority contained in and subject to the jurisdiction 
conferred upon the Commission by Sections 7 and 15 of the Natural Gas Act, and 
the Commission’s Rules of Practice and Procedure, a hearing be held on May 18, 
1959 at 10:00 a.m., E.D.S.T., in a hearing room of the Federal Power Com- 
mission, 441 G Street, NW., Washington, D.C., concerning the proposed plan of 
Panhandle Eastern for the allocation of 157,000 Mcf of natural gas per day 
among its customers. 

(B) The proceeding upon Panhandle’s application as supplemented filed in 
Docket No. G—18144 for a certificate of public convenience and necessity pursuant 
to Section 7 of the Natural Gas Act authorizing the operation of facilities and 
the delivery of an additional 30,000 Mcf per day to its customers is hereby con- 
solidated for purpose of hearing with the proceeding involving the allocation of 
127,000 Mcf per day among Panhandle’s customers, which volume of 127,000 
Mcf per day will result from Panhandle’s abandonment of service to Mich-Con. 

(C) Protests or petitions to intervene in the proceeding upon Panhandle’s 
application filed in Docket No. G—-18144 may be filed with the Federal Power 
Commission, Washington, D.C. in accordance with the Commission’s Rules of 
Practice and Procedure (18 CFR 1.8 or 1.10) on or before May 11, 1959. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


CHAMPLIN OIL & REFINING CO., DOCKET NOS. G-9277, G-9280; WEST- 
ERN NATURAL GAS COMPANY, DOCKET NO. G-9281; SINCLAIR OIL 
& GAS COMPANY, DOCKET NO. G-9291, BT AL.; TIDEWATER OIL 
COMPANY, DOCKET NO. G—13310, ET AL.; PAN AMERICAN PETRO- 
LHUM CORPORATION, AND CONTINENTAL OIL COMPANY, DOCKET 
NO. G-9279; THE ATLANTIC REFINING COMPANY, DOCKET NOS. 
37-9283, G-9284; HUMBLE OIL & REFINING COMPANY, DOCKET NOS. 
G-—9287, G-9288; C. V. LYMAN, DOCKET NO. G-9289 


ORDER DENYING JOINT APPLICATION FOR ISSUANCE OF SUBPENAS DUCES TECUM AND 
AFFIRMING RULING OF PRESIDING EXAMINER ON REQUEST FOR FURTHER POSTPONEMENT 


(Issued April 22, 1959) 


Two matters are before us in the captioned proceedings. The first is an appeal 
from the Presiding Examiner’s ruling denying a request for further postpone- 
ment of the hearing made orally by counsel for certain of the intervenors. By 
that request intervenors seek an additional ten week postponement of these 
hearings in order to adduce additional evidence purportedly in rebuttal to the 
testimony and exhibits of one of the witnesses presented by the above-named 
companies. The oral motion, statements of counsel relating thereto, and the 
ruling of the presiding examiner have been certified to us pursuant to our Rules 
of Practice and Procedure. 

The second matter is a joint application filed April 1, 1959 by intervenors 
United Gas Improvement Company and Philadelphia Electric Company for 
issuance of subpenas duces tecum. 

The captioned proceedings, each of which involves an investigation of rates 
under Section 5 of the Natural Gas Act, were consolidated by our orders issued 
December 6, 1957, and January 31, 1958, for the limited purposes (stated more 
fully in those orders) of permitting the parties to make a record of “generally 
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applicable evidence relating to a theory or theories of rate fixing for sales of 
natural gas by independent producers, subject to the jurisdiction of the Com- 
mission, including evidence of general economic or accounting nature, but ex- 
cluding evidence applicable only to the cost of service or form and level of rates 
of any particular and individual Respondent.” Considerable such evidence has 
been adduced by all parties in the forty-one days of hearing in these consolidated 
proceedings (referred to as the Omnibus proceeding) since January 7, 1958. 

By our order issued herein on January 9, 1959, we held that evidence relative 
to a so-called combined or industry cost of service study compiled from answers 
to a questionnaire supplied by 17 independent producers should be admitted as 
statistical evidence “not to be used to test the rates of any individual producers 
but to aid the Commission in determining on general principles applicable to the 
rates of independent producers.” We further stated that inasmuch as such 
evidence was admitted as statistical evidence on a limited basis “in the nature 
of broad background material and not for the purpose of establishing costs or 
rates for any single individual producer, the need for cross-examination and 
detailed verification is materially less than might otherwise be the case.” 

Cross-examination on the aforementioned study was held in March, 1959, upon 
reconvening of the hearing, followed by cross-examination of the witnesses 
presented by the intervenors. After all such cross-examination and just prior to 
the conclusion of the hearing, the aforementioned motion for further postpone- 
ment was made. 

We agree with the presiding examiner’s view that it does not now seem reason- 
able to recess the proceedings for an additional ten weeks for the preparation of 
rebuttal which intervenors could have adduced in the period between our ruling 
on the above-referenced study and the time of reconvening of the hearing. This 
conclusion is supported by the presiding examiner’s further observation that 
nothing was developed on cross-examination which would have made possible the 
preparation of rebuttal testimony which was not already possible before the 
cross-examination was conducted. 

The joint application for issuance of subpenas also relates to the statistical 
evidence referred to above. That application requests that the Commission 
issue subpenas duces tecum directing “each of the parties hereinafter named, or 
such of them as may be necessary,” to produce “the responses made by each of the 
companies hereinafter named to a questionnaire by Arthur Young and Company 
for certain data * * * used in the preparation of exhibits 44LC-52LC. in- 
clusive”’, and, “lease data either in the form of ledgers or lease-by-lease records 
based on ledgers or any other comparable data used by representatives of each 
of the named companies in preparation of the responses * * * together with all 
pertinent letters, memoranda, or other corporate papers necessary to a clear 
understanding of such lease records.” 

The application also alleges that all of the foregoing data (1) “are essential 
to secure information as to whether the records of the responding producers had 
any relation to each other”; and (2) “are absolutely essential to permit a deter- 
mination by the Commission of the usefulness of the cost study.” 

Our review of the application for subpenas indicates that it does not conform 
to the requirements of Section 14(c) of the Natural Gas Act and Section 1.23 of 
the Rules of Practice and Procedure by its failure to state at any point the names 
of the parties to be directed by the requested subpenas, and by its failure to set 
forth with the “specification” required by Section 1.23 of the Rules the documents 
desired and the facts to be proved “in sufficient detail to indicate the materiality 
and relevance of such documents.” 
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Such specification and detail must be afforded the Commission to provide the 
basis upon which it can make the statutory finding that the decuments are 
“relevant or material to the inquiry.” The need for such specificity and detail 
is underscored in this instance when consideration is given to the views and 
ruling expressed in our order issued January 9, 1959, and summarized, in part, 
above. 

Moreover, we are of the view that the application for subpenas, submitted after 
cross-examination and after closing of the record, is not timely filed, and can 
only lead to further delays and undue prolonging of these proceedings not 


warranted in the public interest or by the views expressed in our aforementioned 
order. 


The Commission finds: 


(1) The ruling by the presiding examiner on March 31, 1959, denying the motion 
for further postponement of these proceedings should be affirmed. 

(2) The joint application for issuance of subpenas duces tecum filed April 
1, 1959, should be denied. 


The Commission orders: 


(A) The ruling by the presiding examiner on March 1, 1959, denying the 
motion for further postponement of these proceedings is affirmed and the appeal 
from such ruling hereby is denied. 

(B) The joint application for issuance of subpenas duces tecum filed on April 
1, 1959, by United Gas Improvement Company and Philadelphia Electric Com- 
pany hereby is denied. 

Commissioner Kline not participating. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TEXAS GAS TRANSMISSION CORPORATION, DOCKET NO. G-—10751 
ORDER APPROVING SETTLEMENT, PRESCRIBING REFUNDS AND TERMINATING PROCEEDINGS 
(Issued April 22, 1959) 


On December 8, 1958, as supplemented February 24, 1959, Texas Gas Trans- 
mission Corporation (Texas Gas), filed a motion to terminate and dismiss the 
proceeding herein pursuant to a settlement agreement between Texas Gas and 
all of its jurisdictional customers. Upon consideration of the settlement agree- 
ment, and the aforementioned motions and the exhibits attached thereto, we 
approve the terms of the settlement agreement, subject to the terms and condi- 
tions agreed to by the parties, as hereinafter ordered. 

This proceeding arose from the filing by Texas Gas on June 15, 1956, of pro- 
posed increased rates for sales of natural gas for resale. The filing contemplated 
a system-wide increase of $8,722,697 annually over the rates then in effect, based 
on adjusted sales for the twelve months ended April 30, 1956. By our order of 
July 18, 1956, herein, the effectiveness of the proposed increased rates was sus- 
pended until January 1, 1957, and until such further time thereafter as they 
might be made effective in the manner prescribed by the Natural Gas Act. Upon 
appropriate motion of Texas Gas, our order of March 4, 1957, made the increased 
rates effective as of February 15, 1957, subject to refund. These increased rates 
were effective until January 20, 1958, when further increases became effective 
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through increased rate filings of Texas Gas and appropriate orders issued in 
Docket No. G—12823. This proceeding, therefore, concerns the rates for the 
period from February 15, 1957, through January 19, 1958. 

During March 1958, settlement conferences were held concerning the rates for 
the aforementioned period. At these conferences, Texas Gas, its customers, and 
the staff were represented. While the parties were unable to agree to a settle- 
ment of all the issues in the proceeding, Texas Gas presented a jurisdictional 
cost of service of $84,479,744 for the year 1957, including return at 6 percent. 
Through subsequent negotiation, Texas Gas and its customers arrived at the 
lower settlement agreement before us for consideration. The revenues agreed 
to be retained by Texas Gas for the period under the settlement agreement are 
$83,864,585. 

Article I of the specific refund conditions attached to the settlement agreement 
provides that Texas Gas will refund .457 cents per Mcf,’ plus interest at 6 per 
cent per annum, to its jurisdictional customers, for each Mcf of gas purchased 
from Texas Gas during the period of February 15, 1957 through January 19, 1958. 
The total principal amount of immediate refund would be approximately 
$1,172,533 to its jurisdictional customers, based on applicable sales of 256,576,077 
Mcf during the period. 

Article III of the specific refund conditions stipulates that Texas Gas will 
make further refunds based on refunds it may receive from its suppliers as a 
result of final orders issued in Commission proceedings concerning rates for the 
sale of natural gas by the suppliers to Texas Gas. The amount to be refunded 
to each wholesale customer would be computed by dividing the refund received 
by Texas Gas from its suppliers by the total jurisdictional and non-jurisdictional 
sales made by Texas Gas during the above-described period, and multiplying the 
quotient by the total sales to each customer during the period. Texas Gas would 
not be required to make any refund until the amount available for refund was 
at least 0.1 cents per Mcf. Article II of the specific refund conditions lists the 
suppliers selling gas to Texas Gas whose rates were the subject of proceedings 
before the Commission during the period concerned. 


The Commission finds: 


The settlement of this proceeding on the basis as proposed and as agreed to by 
the parties and submitted for our consideration by motion of December 8, 1958, 
as supplemented on February 24, 1959, is just and reasonable and in the public 
interest in carrying out the provisions of the Natural Gas Act and such settle- 
ment should be approved and made effective, subject to the terms and conditions 
hereinafter ordered. 


The Commission orders: 


(A) The settlement of this proceeding on the basis proposed and agreed to 
between Texas Gas and its customers for sales of natural gas, subject to our 
jurisdiction, is approved and made effective subject to the terms and conditions 
hereinafter ordered. 

(B) Texas Gas shall refund, within 30 days from the date of issuance of 
this order, to its jurisdictional customers 0.457 cents per Mcf for each Mcf of 
gas purchased from Texas Gas by such customers during the period February 15, 
1957, to January 19, 1958, inclusive, together with interest thereon at the rate 
of 6 per cent per annum from the date of payment by the customer until 
refunded. 


1Exclusive of sales under Rate Schedule X-13, Interruptible Service (I) and Annual 
Contract Quantity Service (ACQ) Rate Schedules. 
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(C) Within 60 days from the date of issuance of this order, Texas Gas 
shall report to the Commission, in writing and under oath, the amount of the 
refund made to each of its jurisdictional customers, showing separately the 
amount of principal and interest so paid, and the billing determinants used 
for such determination, and shall serve a copy of such report upon each of the 
customers receiving a refund. Concurrently therewith, Texas Gas shall file 
with the Commission releases from its jurisdictional customers showing receipt 
of the principal and interest in conformity with the plan of settlement hereby 
approved. 

(D) In the event that Texas Gas receives a refund from its suppliers of 
monies paid or payable for gas delivered during the period February 15, 1957, 
to January 19, 1958, inclusive, Texas Gas shall make refund to its jurisdictional 
customers in accordance with the formula set forth in Article III of the settle- 
ment agreement, including the proportionate part of any interest so paid to 
Texas Gas by its suppliers. 

(E) Within 20 days of making a refund in accordance with paragraph (D) 
above, Texas Gas shall report to the Commission in writing and under oath, 
the amount of the refund made to each of the customers, including both prin- 
cipal and interest, together with a computation showing the manner in which 
such refund was determined, and shall serve a copy of the report upon each of 
the customers receiving a refund. 

(F) Upon full compliance by Texas Gas with all of the terms and conditions 
of this order, this proceeding shall be terminated. 

(G) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by the Commission and is without prejudice 
to any claims or contentions which may be made by the Commission, Texas 
Gas, or any other affected party hereto, in any proceeding now pending or 
hereafter instituted by or against Texas Gas or any other companies or 
persons parties hereto. 


NORTHERN NATURAL GAS COMPANY, DOCKET NOS. G-14697, G-14779 
ORDER ADOPTING DECISION OF PRESIDING EXAMINER 
(Issued April 23, 1959) * 
Syllabus 


Commission issues certificate of public convenience and necessity under Section 
7 of the Natural Gas Act to applicant. P. 551. 
Commissioner Hussey not participating. 


Justin R. Wolf, Charles A. Case, Jr., Louise C. Powell, Lawrence I. Shaw, 
F. Vinson Roach, and Daniel B. O’Brien for Northern Natural Gas Co. 

Lloyd J. Marti for Central Electric & Gas Co. 

Robert D. Mershon for the City of Cedar Falls, Iowa. 

Raymond A. Smith for Council Bluffs Gas Co. 

John F. Gaston for Iowa Electric Light & Power Co. 

Hubert C. Jones for Iowa Power & Light Co. 

Vernon Myers and J. F. Kinney for lowa Public Service Co. 

George C. Pardee, H. H. Foulks, Jr., and G. H. Seig for Metropolitan Utilities 
District of Omaha. 


*Initial decision appears on p. 538. Amended by order issued December 30, 1959, 22 
FPC 1177. 
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Harry 8. Littman, Harold L. Talisman, and W. C. Braden, Jr., for Tennessee 
Gas Transmission Co. and Midwestern Gas Transmission Co. 

P. L. Farnand and George C. Mastor for Minneapolis Gas Co. 

John W. Scott for Minnesota Valley Natural Gas Co. 

Jerome J. McGrath, John A. McGrath, and R. EZ. L. Hall for the National 
Coal Association. 

Jerome J. McGrath, John A. McGrath, and Welly K. Hopkins for the United 
Mine Workers of America. 

Jerome J. McGrath and John A. McGrath for Fuels Research Council, Inc. 

Clarence H. Ross, Charles C. McDugald, and Lowell E. Sachnoff for Natural 
Gas Pipeline Company of America. 

Justin A. Stanley and Robert A. Helman for Northern Illinois Gas Co. 

Arthur. R. Renquist and Carl W. Cummins for Northern States Power Com- 
pany of Minnesota. 

Milton H. Cohen and Robert S. Hunt for Northwestern Public Service Co. 

Richard A. Steffey for the staff of the Federal Power Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 

On March 24, 1959, the presiding examiner determined under Section 7 of 
the Natural Gas Act that certificates of public convenience and necessity be 
issued to Northern Natural Gas Company in the above-entitled proceedings 
authorizing Northern Natural to construct and operate facilities for the sale 
of natural gas to Northern Illinois Gas Company and twenty-three of its pres- 
ently existing customers. Exceptions dated April 8, 1959, and filed April 10, 
1959, by Iowa Electric Light and Power Company were withdrawn by telegram 
filed April 9, 1959. 


The Commission finds: 


Upon consideration of the entire record in this matter including the oral and 
documentary evidence adduced and the decision of the presiding examiner 
such decision should be adopted. 


The Commission orders: 


The decision of the presiding examiner issued herein on March 24, 1959, is 
hereby adopted and such decision shall become effective as the decision of the 
Commission as of the date of issuance of this order. 


DECISION 
UPON APPLICATIONS FOR CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued March 24, 1959) 


FRAZEE, Presiding Examiner: The Northern Natural Gas Company (Northern 
Natural) filed an application on March 19, 1958, under Section 7 of the Natural 
Gas Act, seeking a certificate of public convenience and necessity authorizing it to 
construct and operate certain facilities, as hereinafter described, estimated to 
cost $8,223,200 which it alleges are necessary for the delivery and sale for resale 
in interstate commerce of a contract demand volume of 50,000 Mcf/d of natural 
gas to the Northern Illinois Gas Company (Northern Illinois), a proposed new 
pipeline customer. Northern Natural is a Delaware corporation. Its principal 
place of business is located at Omaha, Nebraska. Its application, as amended, 
was numbered G-14697. 


















intervene in G-14779. By an order issued on November 6, 1958 the Commission 
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Thereafter on March 31, 1958, Northern Natural filed another application, 


under Section 7 of the Natural Gas Act, in which it seeks a certificate of public 
convenience and necessity authorizing it to construct and operate certain facil- 
ities, estimated to cost $7,733,300, as additions to, and to connect with, its 
presently existing natural gas transmission system which would enable it to sell 
and deliver an additional contract demand volume of 50,730 Mcf/d of natural 
gas to its presently existing customers. 


By a notice issued on September 30, 1958, the Commission consolidated the two 


applications of Northern Natural for hearing, and designated October 23, 1958, 
as being the final date on which protests or petitions to intervene, in each applica- 
tion, might be filed and fixed November 3, 1958 as the date for hearing. 


Petitions to intervene in G-14697 were timely filed as follows: 

Central Electric & Gas Company 

Council Bluffs Gas Company 

Interstate Power Company 

Iowa Electric Light and Power Company 

Iowa Power and Light Company 

Iowa Public Service Company 

Midwestern Gas Transmission Company and Tennessee Gas Transmission 
Company 

Minneapolis Gas Company 

Minnesota Valley Natural Gas Company 

National Coal Association ‘ 

United Mine Workers of America and Fuels Research Council, Inc. 

Natural Gas Pipeline Company of America 

North Central Public Service Company 

Northern Illinois Gas Company 

Northern States Power Company of Minnesota 

Northern States Power Company of Wisconsin 

Northwestern Public Service Company 

Illinois Commerce Commission 

Petitions to intervene in G—14779 were timely filed as follows: 

Central Electric & Gas Company 

Council Bluffs Gas Company 

Iowa Electric Light and Power Company 

Iowa Power and Light Company 

Iowa Public Service Company 

Iowa Southern Utilities Company 

Metropolitan Utilities District of Omaha 

Minneapolis Gas Company 

Minnesota Valley Natural Gas Company 

National Coal Association 

United Mine Workers of America and Fuels Research Council, Inc. 

Northern Illinois Gas Company 

Northern States Power Company of Minnesota 

Northwestern Public Service Company 


By an order issued on October 29, 1958, the Commission permitted these inter- 


ventions but limited their participation to asserted rights and interests specifi- 
cally set forth in their petitions for leave to intervene. 


On October 23, 1958, the City of Cedar Falls, Iowa, timely filed a petition to 
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permitted the City of Cedar Falls to intervene in accordance with the terms of its 
petition. 

As provided in the Commission notice dated September 30, 1958, the hearing 
was convened on November 3, 1958 and concluded on December 19, 1958 after an 
intervening recess. Preliminary to the taking of testimony, Minnesota Valley 
Natural Gas Company (Minnesota Valley), an intervenor, moved that No. 
G-—14697 be severed from G—14779 and that the hearing on Northern Natural’s 
application numbered G—14697 be deferred until further order of the Commission. 
Minnesota Valley contended that any consideration of Northern Natural’s re- 
quest to sell gas to Northern Illinois would be prejudicial to the efforts of Minne- 
sota Valley, and others, to obtain natural gas service for the new communities 
enumerated in G—2306, et al., and contrary to the spirit of the Commission’s 
opinion in American Louisiana Pipe Line Company, et al., 20 FPC 575, wherein 
Northern Natural’s proposals to serve new communities were denied and Northern 
Natural was instructed that it should, in any future application, relate all of its 
current proposals one to another. The Northern States Power Company of Min- 
nesota and the Central Electric and Gas Company, intervenors, joined in the 
motion with Minnesota Valley. The National Coal Association, United Mine 
Workers of America and Fuels Research Council, Inc., also supported Minnesota 
Valley’s motion and in addition moved that the hearing upon both applications 
be deferred until further order of the Commission. The motion was over- 
ruled by the Examiner. Thereafter on November 7, 1958, Minnesota Valley 
filed an appeal from this ruling. The Iowa Electric Light and Power Company 
joined in the appeal. On December 3, 1958, the Commission denied Minnesota 
Valley’s appeal. 

In its application G—14697, Northern Natural proposes to deliver the 50,000 
Mcf/d of natural gas to Northern Illinois, an Illinois Public Utility Company, at 
a point near East Dubuque, in Joe Daviess County, Illinois. In order for North- 
ern Illinois to accept delivery of the gas at this point from Northern Natural 
it proposes to construct and operate a 22-inch pipeline extending approximately 
138 miles from the point where delivery of the natural gas will be accepted from 
Northern Natural to its own Station 215, located near Mount Prospect, Illinois 
on the presently existing Northern Illinois system. 

Northern Natural proposes to charge and Northern Illinois has agreed to pay 
for the 50,000 Mcf/d of natural gas at the rate which is in effect in Rate Zone 3 
at the time of the initial delivery by Northern Natural to Northern Illinois,’ and 
deliveries will be made under Northern Natural’s proposed Rate Schedule PL-3 
on file with the Commission. The PL-3 Rate Schedule contains provisions for 
a minimum monthly bill and does not grant the pipeline customer “full require- 
ments” benefits. 

To deliver the 50,000 Mcf/d proposed in G—14697, to Northern Illinois, Northern 
Natural requests Commission authorization to add approximately 46.3 miles of 
30-inch loop line and 6,000 additional horsepower of compression facilities to 
its existing system and construct other facilities, all estimated to cost, as 
itemized below : 


1 The rates presently in effect, subject to an undertaking, on Northern Natural’s system 
are those ($2.875 contract demand charge and 22.9¢ commodity charge) proposed by 
Northern Natural in its rate case in G-12153. On November 24, 1958, Northern Natural 
filed a motion requesting that its rates as proposed in G—15335 ($3.50 demand and 22.9¢ 
commodity in Zone 3) be permitted to become effective on November 27, 1958 subject 
to an undertaking. 
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Main Line Loop Additions: Estimated Cost 
18.5 miles 30’’ north of Oakland, Iowa 
9.0 miles 30’’ north of Beatrice, Nebraska 
10.8 miles 30’’ north of Tescott, Kansas 
8.0 miles 30’’ north of Bushton, Kansas 
46.3 Total Loop Lines 
Compressor Additions: 
2,000 horsepower at Ogden Station, Iowa 478, 000 
2,000 horsepower at Palmyra Station, Nebraska 478, 000 
2,000 horsepower at Mullinville Station, Kansas 478, 000 
6, 000 TICE COMIC BRIN i iciscctceenrintemntreneeminins 1, 434, 000 
Extension and Miscellaneous: 
18.0 miles 20’’ pipeline extension to lateral serving Dubuque, Iowa. 2,164,500 
Measuring station near East Dubuque, Illinois 
Interest and overhead 


Total Extension and Miscellaneous 2, 495, 800 
Total Cost of Project (G—14697) 


The 18-mile extension of 20-inch pipeline of the present Northern Natural 
lateral serving Dubuque, Iowa, will pass under the Mississippi River to a 
measuring station to be constructed near East Dubuque, in Jo Daviess County, 
Illinois, at which point Northern Natural will deliver the entire 50,000 Mcf/d to 
Northern Illinois. 

In order to accept delivery of and to transport the 50,000 Mcf/d of gas from 
Northern Natural’s measuring station near East Dubuque, in Jo Daviess 
County, Illinois, to points of interconnection with its presently existing dis- 
tribution system, Northern Illinois proposes to build the following facilities at 
a total estimated cost as itemized below: 


Facilities and Miscellaneous: Estimated Cost 
Approximately 138 miles of 22-inch main line extending from East 
Dubuque to Station 215 northwest of Chicago 
SR.” ATO Ue eeisienenebenacamnes 
Interest and Overhead 


Total Cost of Project 12, 420, 000 


Northern Natural will finance the construction of facilities described in each 
application from funds on hand and, if necessary, by temporary short-term bor- 
rowings under a $40 million revolving credit arrangement. At the hearing a 
Northern Natural witness testified that his company had, to that date, borrowed 
a total of $25 million under this agreement. Shortly thereafter Northern 
Natural issued $30 million of 454 percent debentures a part of which will be used 
to repay the $25 million previously borrowed under the credit agreement. 
Including the $30 million of 45% percent debentures as long-term debt it was 
estimated by the Staff that Northern Natural’s present capitalization ratio is 
as follows: 56.3% long-term debt, 10.4% preferred stock and 33.3% common 
equity. 

Northern Illinois does not propose to issue any securities to finance the con- 
struction proposed by it in this proceeding, but Northern Illinois does finance 
from time to time, and the construction of the 138 mile line may accelerate its 
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next security offering. Northern Illinois has a banking arrangement under 
which it may borrow up to $10 million on short-term notes. 

The evidence of record indicates that neither Northern Natural nor Northern 
Illinois would have any difficulty in financing the proposed construction, if they 
do not already have the funds on hand. 

The facilities proposed by Northern Natural, in their two applications, were 
shown on the record to be adequate for the transportation and delivery of the 
quantities of gas proposed in each application. The 50,000 Mcf/d for Northern 
Illinois would be delivered from the high pressure side of Northern Natural’s 
Ogden Compressor Station which supplies the natural gas for delivery to com- 
munities along the Northern Natural 190 mile lateral extending to Dubuque, 
Iowa. This is a 20-inch lateral for the first 98 miles and a 16-inch lateral for 
the remaining distance to Dubuque. The Dubuque lateral is designed to carry, 
on the 1959-60 peak day, a volume of approximately 93,759 Mcf at the discharge 
from the Ogden Compressor Station. This volume will be reduced by deliveries 
to communities along the lateral to about 59,382 Mcf by the time the 20-inch 
lateral narrows to the 16-inch line, so that the 16-inch section of this lateral 
has sufficient capacity to supply the natural gas demand of the City of Dubuque, 
and other communities attached to it, and at the same time deliver the 50,000 
Mcf/d to Northern Illinois. The proposed 20-inch extension, for supplying the 
50,000 Mcf/d of natural gas to Northern Illinois, will be connected to the 16-inch 
portion of the Dubuque lateral at a point about six miles southwest of Dubuque 
and will extend from there under the Mississippi River and into Jo Daviess 
County, Illinois where it will be connected with the 138 mile 22-inch line pro- 
posed to be constructed by Northern Illinois. 

Intervenors, in cross examination, and in their briefs, expressed concern over 
the proposal of Northern Illinois to construct a transmission line designed to 
carry 116,150 Mcf/d at a delivery pressure of 500:‘lbs. psig, which is the pressure 
at which the 50,000 Mcf/d from Northern Natural will be delivered, to accept 
the delivery of only 50,000 Mcf/d. Northern Illinois gives as its reasons for 
planning such additional pipeline capacity (1) that the pipeline was designed with 
the future growth of its market in mind, (2) that it is economically advan- 
tageous at this time to build a 22-inch line for the reason that a pipeline designed 
to carry only 50,000 Mcf/d would be a 16-inch line and would cost about $9.3 
million. The cost of looping such a line to receive an additional 50,000 Mcf/d, 
using the same right of way, would cost an estimated $8.6 million. The total 
estimated cost is $12,420,000 for the construction of the proposed 22-inch line. 
It is designed to carry an estimated 116,150 Mcf/d as compared with a total 
maximum capacity of 100,000 Mcf/d for the two looped 16-inch lines and (3) 
Northern Illinois further states that its present gas supplies come from south 
and west of Chicago and that its most rapidly growing market is in the area 
north and west of Chicago. Northern Illinois further shows that if gas to supply 
its market northwest of Chicago were to be purchased from its present suppliers 
it would be necessary to construct an urban loop estimated to cost from $5 mil- 
lion to $7 million. Witnesses for Northern Illinois stated that if their company 
was authorized to purchase this 50,000 Mcf/d from Northern Natural, the pro- 
posed 22-inch 138 mile line would be constructed in lieu of the urban loop it would 
otherwise be required to construct in order to serve the market northwest of 
Chicago. 

Northern Illinois witnesses readily admitted that, at some time in the future, 
they probably would ask Northern Natural for additional supplies of natural 
gas, subject to the approval of the Commission, but that their decision to con- 
struct this 22-inch line was not predicated upon the sole premise of receiving 
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additional supplies of natural gas from Northern Natural. Witnesses for North- 
ern Illinois did express the hope that additional supplies of natural gas might 
become available to their company from other presently existing natural gas 
transportation companies in the area, or that Canadian gas might eventually 
come into the area which could be received into and transported through the 
proposed 22-inch line. Witnesses for both Northern Natural and Northern 
Illinois emphatically state there is presently no agreement, expressed or im- 
plied, by which, or under which, Northern Natural has given assurances to 
Northern Illinois that additional quantities of natural gas would be made 
available. Northern Illinois now purchases natural gas from at least two other 
interstate natural gas pipeline companies. Therefore, Northern Illinois cannot 
qualify as an “entire requirements” purchaser from Northern Natural and con- 
sequently would not share in any reallocation of uncontracted-for volumes or 
other apportionment proceedings for Northern Natural natural gas. 

The growth of population in the area served by Northern Illinois, and par- 
ticularly in the area northwest of Chicago, has been rapid. It has expanded from 
1.3 million in 1940 to an estimated population in excess of 2.2 million today. 
The number of customers served by Northern Illinois has, according to witnesses, 
increased 94% since 1945, or from a total of 311,686 in 1945 to 604,793 in April, 
1958. This number of customers served by Northern Illinois conceivably would 
have been even greater in number had it not been for the fact that Northern 
Illinois has been under a restriction order imposed upon it by the Illinois Com- 
merce Commission. This restriction order was imposed upon Northern Illinois, 
at its request, and has been in effect since July, 1946. This order prohibits the 
attachment of space-heating customers and prevents the attachment of firm 
industrial customers who use more than 50 Mcf/d. At the beginning of the 
1958-59 heating season Northern Illinois had a backlog of 170,534 requests for 
space-heating for single-family dwellings. This backlog of requests for space- 
heating for single-family dwellings does not reflect the demand for space-heating 
in multiple-family dwellings, commercial establishments, government buildings, 
institutions and industrial plants. Under the restriction order, Northern Illinois 
is permitted to attach new space-heating customers as additional supplies of 
natural gas become available to it. Such space-heating attachment authoriza- 
tions are issued on the basis of one new customer for each 1.5 Mcf of additional 
gas. Therefore Northern Illinois says if a certificate is issued authorizing it to 
purchase the 50,000 Mcf/d of gas from Northern Natural, it will be able to attach 
33,300 additional space-heating customers. 

Northern Illinois has several applications pending before the Commission for 
increased supplies of natural gas.* Northern Illinois adduced evidence to show 
how it would utilize the natural gas to be received from Northern Natural and 
the gas requested in the other certificate applications, upon the supposition all 
of this gas would be made available by the 1959-60 heating season. It also pro- 
jected its market forward to include the 1961-62 heating season in estimates 
which its witnesses said were, in their opinion, conservative when compared 
with the company’s past experience. The record shows that if Northern Illinois 
is certificated for the total volume of 177,092 Mcf/d requested in pending appli- 
cations, it would have a deficiency of 35,131 Mcf/d for the 1960-61 heating season. 
Upon the same assumption, Northern Illinois would have a deficiency of 132,831 
Mcf/d for the 1961-62 heating season. Hence Northern Illinois must rely to a 







*G-12399 et al., Natural, 61,104 Mcf/d requested, temporary authorization issued 
December 2 and December 19, 1958; G—14829, Texas Illinois, 5988 Mef/d, pending; 
G-16841, Midwestern, 60,000 Mcf/d, now in hearing. 
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large extent on storage and peak-shaving facilities to meet its peak system 
requirement. 

The record is clear, and there was no contention by intervenors but that North- 
ern Illinois has an immediate market demand for the natural gas which it has 
agreed to purchase from Northern Natural. 

Northern Illinois makes only one sale of natural gas for boiler fuel, that sale 
being to the Commonwealth Edison Company for four of its plants. Witnesses 
for Northern Illinois state the company has no plans for adding any new in- 
terruptible customers. Boiler fuel sales to Commonwealth Edison may, however, 
increase during the period of time necessary in which to attach the 33,300 new 
space-heating customers, assuming the purchase from Northern Natural is 
certificated and the 50,000 Mcf/d of gas becomes available. 

Northern Illinois sells boiler fuel gas to Commonwealth Edison plants located 
at Joliet, Dixon, Ridgeland and Waukegan at prices varying from 23.1¢ per 
Mcf for the Joliet plant to 25.9¢ per Mcf for the Waukegan plant. Witnesses 
for Northern Illinois stated, assuming it could purchase gas from Northern Nat- 
ural at a load factor of about 96% then it was estimated that some of the gas 
purchased from Northern Natural might be sold as boiler fuel. Northern Illi- 
nois stated it did not anticipate making any overrun purchases from Northern 
Natural, therefore, any of the Northern Natural gas that Northern Illinois may 
sell as boiler fuel would cost Northern Illinois approximately 32.35¢ per Mcf. 
Since sales at this price would be uneconomical this natural gas would go into 
underground storage to meet the demand of present, and future space-heating 
customers. 

A Northern Natural witness testified his company would like to sell overrun 
gas to Northern Illinois and that Northern Natural would file an overrun rate 
schedule with the Commission to provide for such sales. There was testimony 
from a Northern Illinois witness that Northern Natural probably would not have 
overrun gas available during the winter months when additional supplies of 
gas were required by Northern Illinois. The Northern Natural witness testi- 
fied that his company has such wide variations in temperature over its extensive 
pipeline system that the demands on the system drop as much as 40% from one 
day to the next and therefore overrun gas might be available to Northern Illinois. 
Therefore overrun gas might be available to Northern Illinois at a time when that 
company could use it. 

Any overrun gas available on Northern Natural’s system, during the heating 
season, would be equally available to all present Northern Natural customers as 
well as to Northern Illinois, and Northern Illinois would have no priority to any 
particular volume. Considering the capacity of the Dubuque lateral, and the con- 
tract demand thereon, it would appear no substantial volume of overrun natural 
gas is likely to be delivered to Northern Illinois until additional facilities, in 
addition to those proposed herein, have been constructed on the Dubuque lateral. 

A policy witness for Northern Natural gave the reasons for his company’s 
decision to file an application for a certificate to sell the 50,000 Mcf/d to Northern 
Illinois. He said that the sale to Northern Illinois, if certificated, would be 
made under a 75% “take-or-pay” contract on a monthly basis. Such an arrange- 
ment, he testified, would result in a sale at an 85% load factor. This witness 
also testified that Northern Natural’s present customer requests for increases in 
contract demand are at a fairly low load factor and that future requests will 
probably be at about a 30% load factor. This witness further testified since the 
sale to Northern Illinois would be made at a high load factor it would increase 
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Northern Natural’s system load factor and have the very beneficial effect of 
making Northern Natural’s system-wide operations more economical than they 
are at the present time. This witness estimated the sale of this 50,000 Mcf/d 
of gas to Northern Illinois would result in revenues to Northern Natural of ap- 
proximately $1.5 million annually in excess of the incremental cost of service. 
He also testified these estimated increased revenues thus available to Northern 
Natural could be used to defray some of the costs of serving existing and new 
communities on the Northern Natural system which are of borderline economic 
feasibility. Further that such increased revenue to Northern Natural might 
forestall rate increase applications. 

The record fully establishes the economic feasibility of this proposed sale of 
50,000 Mcf/d of natural gas to Northern Illinois and would indicate no adverse 
effect, quite to the contrary a beneficial effect is indicated, upon the rates for 
service to present and future customers on the Northern Natural system. 

Northern Illinois clearly shows that it has an immediate market demand for 
the 50,000 Mcf/d of natural gas which it, in this application, seeks to obtain 
from Northern Natural. Northern Illinois witnesses are frank in admitting that 
the Northern Natural gas will be more expensive than its present supply con- 
tracts. They state, however, that the market demand for the gas fully justifies 
the minor increase which will result, if this purchase is certificated, in its total 
system operating costs. 

At the rates presently being charged by Northern in Zone 3,° the average price 
of Northern Natural’s gas delivered to Northern Illinois at East Dubuque, Illinois, 
would be 32.35¢ per Mcf at 100% load factor. The average price now paid by 
Northern Illinois to its present suppliers is 26.3¢ per Mcf at 100% load factor. 
Thus the higher priced gas which Northern Illinois proposes to purchase from 
Northern Natural, if certificated in this application, would have the end result 
of increasing the average cost of Northern Illinois’ purchased gas from the present 
26.3¢ per Mcf to 27.1¢ per Mcf, or an increase of .8¢ per Mcf. 

Northern Illinois is an intrastate company and is exempt from the provisions of 
the Natural Gas Act, 16 F.P.C. 798. It is regulated by the Illinois Commerce 
Commission. Under its rate schedule on file with the Illinois Commission, it 
is permitted to pass on to its customers any increase in the cost of gas purchased 
from its presently existing suppliers. Witnesses for Northern Illinois stated they 
planned, if this sale by Northern Natural to Northern Illinois is certificated, to 
file a request with the Illinois Commission which, if approved, would permit it 
to pass on to its customers, present and future, any increases in the cost of this 
natural gas or natural gas from other suppliers which might become available 
to Northern Illinois in the future. It was estimated that this increase in the 
cost of purchased gas, if approved, would result in an annual increase of $1.36 in 
the gas bill of an average residential customer using gas for space heating. 

Northern Illinois estimated the cost of constructing the proposed 22-inch 138- 
mile pipeline, together with the facilities necessary to operate it, would be $12,420,- 
000. Including the annual allowance for the amortization of the initial cost, the 
annual fixed and operating charges for the 138-mile line was estimated to be 
$1,732,000. This is equal to 9.5¢ per Mcf when divided by the annual volume 
of gas proposed to be purchased from Northern Natural. Adding this 9.5¢ cost 
to the 32.35¢ per Mef, the average price for purchased gas, produces a total 
average cost of 41.8¢ per Mcf for the gas from Northern Natural. 


* See footnote 1. 
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In justifying the increased cost of this natural gas Northern Illinois witnesses 
point to the increased revenue which Northern Illinois expects to receive from 
the additional 33,300 space-heating customers who, they say, will be attached to 
the Northern Illinois system as quickly as possible after the receipt of a certificate 
authorizing this sale. A Northern Illinois policy witness unequivocably stated 
that the company intends to absorb the cost of building and operating the 138-mile 
line. This he said would be possible because of the additional revenue available 
to Northern Illinois from the sale of the 50,000 Mcf/d of gas from Northern 
Natural. 

This witness, when questioned concerning the possibility that the cost of this 
138-mile line might force Northern Illinois to request a general rate increase 
from the Illinois Commerce Commission, said that his company had not had 
a rate increase for several years and that ultimately it would be necessary to 
request a rate increase but that the cost of this construction would not accelerate 
the date of that request. 

Witnesses for Northern Illinois testified that, prior to this hearing, the company 
had applied to the Illinois Commerce Commission for a certificate authorizing 
the construction of the 138-mile line proposed herein and there presented cost 
evidence comparable to that herein presented. At the date of this hearing, 
the Illinois Commerce Commission had not issued a certificate to Northern 
Illinois authorizing the construction of the proposed 138-mile line. 

The record shows that the present system salable capacity of the Northern 
Natural system is 1,241,318 Mcf/d. Northern Natural seeks authorization of the 
Commission, in this consolidated proceeding, to construct and operate additional 
facilities which would increase this salable capacity by 100,730 Mcf/d. If au- 
thorized this additional system salable capacity would increase Northern’s sys- 
tem salable capacity to 1,342,048 Mcf/d. In order to deliver the proposed 50,730 
Mcf/d to its present utility customers Northern Natural seeks authorization to 
construct and operate the following facilities, to wit: 


Main Line Loop Additions: Estimated Cost 
17.2 miles of 30’’ north of Ventura, Iowa $1, 613, 900 
4.6 miles of 30’’ north of Beatrice, Nebraska 
12.5 miles of 30’’ northeast of Palmyra, Nebraska 
4.5 miles of 30’’ north of Clifton, Kansas 
9.0 miles of 30’’ north of Macksville, Kansas 
9.6 miles of 30’’ north of Mullinville, Kansas 
57.4 Total Loop Lines 
Main Line Compressor Additions: 
2,000 horsepower at Brushton Station, Kansas 
2,000 horsepower at Clifton Station, Kansas 
4,000 horsepower at Beatrice Station, Nebraska 
8,000 Total Compressor Additions 
Branch-Line Loop Addition and Miscellaneous: 
3.5 miles of 10’’ loop on Marshalltown, Iowa, branch line extending 
east of Ogden, Iowa 
Interest and overhead 


Total Branch-Line Loop and Miscellaneous___.._._________-__- 421, 800 
Total Cost of Project in G-14779 7, 733, 300 
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The tabulation below lists those existing utility customers of Northern Natural 
who seek increases in their contract demand in the amounts set opposite their 
names for the 1958-59 heating season, to wit: 


Requested Increase in Contract 
Demand for the 1959-60 Heat- 
ing Season* (Mcf) 
Customer 


Board of Water, Electric, Gas and Power Commissioners (Austin, 


PONCE) aire ecres Reece ins encom catbcas nial atalnsablbanineaiatnagid 300 
Gear Fame, Gly 06nd WL 500 
Central’ ERiectric and’ Gas Compeaty— son. nn inc ccectwnsidantisdenceitie * 839 
Combtad 20ntural Gen ConiQay a.nd cain 1 
COCR TERING, “SOW OE nnn ee ee tt cietienlitksnndlnliilinbhes 5 
COGHEH Tene Gas’ CuMipatiy nna iced desl iin he 500 
Coane Cee; CU CEs sk in Scented aed 5 
Iowa Electric Light and Power Company____-.--..---~..---.---.-.-- 2, 550 
Towa: Powe? and Light’ Coanpany ooo a 7, 000 
Fowe FPublle Séeviee Gomme... sik sks ecncdtes ddl 6, 850 
lowe Southern Utilities Companys .....nnccsdcssdsccdi duccdiicdsets 370 
Kansas Power and Light Oomspamy, Titt aint iin. 85 
Minaenpolie Gas COMMIS 6 icici a a ei 12, 000 
Minnesota Valley Natural Gas Company_-_ ......-.._-.-..-.-..-.--. 300 
Nebraska Natural Gas Compaity, TR6@.. 2 6c nn he ecb cccsnasen 250 
Now Uiie, Bilasiesete—FUC a a a eee 200 
North Central Public Service Company__..................---....-.. 89 
Northern States Power Company of Minnesota__.._...-._-..__-_-----__ 4, 000 
Northwestern Public Service Company. ...........---....._-....-.._ 680 
Omaha, Nebraska (Metropolitan Utilities District)_.._...__._._._._._....- 5, 000 
Owatonna, Minnesota (Municipal Public Utilities)..............______ 300 
Caner, Orn ee a a a keels 25 
Puopees Nactwree ‘Gee’ evista ee a a ea 8, 591 


Peoples Natural Gas Division—Argus System 


Deng, Fipthd Gi Titans eo ekki cttw 





Total Requested Increase in Contract Demand_-__-.-.---------_. 
Less 839 Mcf (See Footnote 5) 


Adjusted Total Contract Demand Requested__.........-------_ 


The Peoples Natural Gas Division (Peoples), a Northern Natural wholly- 
owned distributor, has requested an increase in its contract demand of 8,591 
Mcf/d of which volume Peoples proposes to sell 3,000 Mcf/d to the St. Paul 
Ammonia Products, Inc. (St. Paul) as a firm sale. St. Paul is now an inter- 
ruptible industrial customer. It operates a plant for the production of anhydrous 











¢ Although these increases in contract demand were requested for the 1958—59 current 
heating season, the facilities necessary for such service obviously cannot be authorized 
and constructed so as to permit delivery prior to the 1959—60 heating season. 

5The total volume requested should now be 49,891 Mcf instead of 50,730 Mcf because 
Central Electric and Gas Company no longer wishes to increase its contract demand by 
the volume of 839 Mef as originally requested. 


556—794—63—37 
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ammonia for ammonium nitrate fertilizer. The St. Paul plant. was originally 
designed to use fuel oil in the winter months and natural gas in the summer 
months. Technical difficulties forced the plant to abandon the use of fuel oil 
and to convert to the use of L.P.G. St. Paul’s supply of gas is interrupted on 
an average of 110 to 120 days each year. The record shows that St. Paul is 
unable to operate for this period of interruptible time on L.P.G. alone for the 
reason that their storage capacity of 4 million gallons of L.P.G. is sufficient for 
only 50 days of operation. The St. Paul plant would use about 70 tank cars of 
L.P.G. per week, a demand which is greater than the railroads and L.P.G. sup- 
pliers are able to meet. Therefore, expensive shutdowns would be necessary 
if St. Paul relied entirely on L.P.G. Consequently a firm supply of 3,000 Mcf/d 
would greatly facilitate the St. Paul plant operation during the time when change- 
over to L.P.G. is taking place. 

On the remaining days of the year, when St. Paul does not experience inter- 
ruption and can operate entirely on natural gas it purchases approximately 
11,000 Mcf/d from Peoples. 

In addition to Peoples the following utility customers of Northern Natural 
adduced evidence showing their need for increased supplies of natural gas from 
Northern Natural, to wit: 

The Minneapolis Gas Company 

The Iowa Power and Light Company 

The Iowa Public Service Company 

The Metropolitan Utilities District of Omaha 

The Northern States Power Company of Minnesota 
The Iowa Electric Light and Power Company 

The Northwestern Public Service Company 

The Council Bluffs Gas Company and 

The City of Cedar Falls, Iowa 

Northern’s customers had requested the increased supplies for the 1958-59 
heating season. The facilities necessary for this service cannot be constructed 
se as to permit delivery, if certificated, until the 1959-60 heating season. Most 
Northern Natural utility customers seeking these increased supplies of natural 
gas indicated that they would be able to meet their residential space-heating 
demand by the use of peak-shaving facilities and/or reliance upon Economy 
Replacement Gas from Northern Natural which said ERS gas was authorized 
by the Commission for the current (1958-59) heating season by letter dated 
November 13, 1958 in response to Northern Natural’s application in Docket No. 
G-16447. 

Northern Natural customers stated they would have difficulty in meeting more 
than one day of maximum demand without the additional supplies herein 
requested. 

This record clearly indicates the utility customers of Northern Natural have 
made a prima facie case by establishing their need for the additional quantities 
of gas set opposite their names supra as more fully set out in G—14779. 

Northern Natural presented engineering data to the effect that the facilities 
proposed, for which it seeks certificates of public convenience and necessity, are 
adequate to deliver the increased contract demand volumes in the amount of 
100,730 Mcf/d. 

Northern Natural witnesses estimated the Company’s average cost of pur- 
chased gas by the year 1960 would be 15.33¢ per Mcf. It was further estimated 
that the incremental return to Northern Natural from the sale of the additional 
supplies of gas requested in G-14779 would amount to $836,320 in excess of the 
cost of service, other sales without additional facilities would increase the return 
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on the investment over the cost of service to more than $1 million, thus the serv- 
ice proposed by Northern Natural for its existing customers appears to be 
feasible. 

At the American Louisiana Pipe Line Company, et al., 20 F.P.C. 575, hearing 
Northern Natural estimated its total gas reserves on December 31, 1956 to be 
11,202,975 Mmef. In the present hearing, Northern Natural estimated its re 
serves had increased to a total of 12,163,299 Mmcf on December 31, 1957. Some 
concern was expressed upon the record regarding the effect which the proposed 
sale to Northern Illinois might have on Northern Natural’s gas reserves. Under 
the agreement between Northern Natural and Northern Illinois, as proposed in 
Rate Schedule PL-3, the maximum annual sale and/or delivery would be 
18,250,000 Mcf. The service agreement between Northern Natural and Northern 
Illinois provides for a 15-year term, hence a total amount of 273,750 Mmef of 
natural gas is proposed to be sold by Northern Natural and delivered to Northern 
Illinois over the 15-year period. Northern Natural’s reserves were increased by 
960,324 Mmef between December 31, 1956 and December 31, 1957. Thus the 
total sale, over the full 15-year period, to Northern Illinois would require less 
than one-third of the additional reserve which Northern Natural added during 
the aforesaid 12-month period. The proposed sale of 50,000 Mcf/d over a 15-year 
period by Northern Natural to Northern Illinois is a substantial one. However 
from the record in this case this sale to Northern Illinois does not appear to be 
of such magnitude that the certification of it would affect the reserves of North- 
ern Natural upon which the present customers of Northern Natural rely for their 
future requirements 

In the American Louisiana Pipe Line Company, et al., 20 F.P.C. 575, hearing, 
the Commission gave Northern Natural an opportunity to file a new application 
seeking authorization to serve the 208 new communities proposed for service 
in that proceeding. In the present hearing Northern Natural adduced evidence 
purporting to show that it could make the deliveries herein proposed, totaling 
100,730 Mcf/d and serve the 208 new communities previously proposed in 
G-2306 et al., for a period of 12 years, starting with January 1, 1959, before 
a deficiency in input deliveries would occur. 

During the course of this hearing, Northern Natural issued a press release 
in which it announced its intention to file an application with the Commission 
geeking authority to construct the facilities necessary to add 326 new com- 
munities to its system (these 326 new communities include the 208 communities 
previously proposed by Northern Natural in The American Louisiana case, supra). 
After the release of this announcement, Northern Natural’s witnesses, being 
examined as to Northern Natural’s reserves, testified that their company had 
acquired, since January 1, 1958, enough additional reserves to extend Northern 
Natural’s deliverability life to 13 years on the peak day, taking into considera- 
tion the attachment of the 326 new communities as well as the sales of 100,730 
Mcf/d requested in this consolidated hearing. 

The Commission Staff, in the examination of Northern Natural witnesses, and 
in their brief, indicate Northern Natural’s estimate of its reserves are reasonable. 
The Staff did, however, as it has in prior hearings, question Northern Natural’s 
use of 42% of open flow test in calculating the deliverability from the Hugoton 
Field wells in Kansas and discussed same at some length in their brief. The 
Staff contends that Northern Natural should use a 25% of open flow test in 
calculating the deliverability from this field. The Staff recommended, in their 
brief, the certification of the 100,730 Mcf/d sales, and the services herein pro- 
posed, and further state that Northern Natural has demonstrated, in this hear- 
ing, an average-day deliverability life of 14 years when such deliverability life 
is calculated upon a 25% open flow limitation from the Hugoton Field wells. 
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The record in this consolidated hearing, applications G—14697 and G-—14779, 
sufficiently shows that Northern Natural possesses satisfactory reserves to make 
the sales and/or deliveries for which certificates are sought. It also shows 
that Northern Natural has a continuing program of active negotiation for, and 
the purchase of, additional supplies of natural gas in order to maintain an 
adequate reserve deliverability life. The record is clear also that there is an 
immediate need and demand for the quantities of gas, 100,730 Mcf/d, for which 
certification is sought herein, thus indicating a ready market for same. No 
one questioned the adequacy of the facilities proposed by Northern Natural for 
the transportation of this natural gas nor was there any question concerning 
ability of either Northern Natural or Northern Illinois to finance the construction 
of the facilities proposed herein, the construction costs were shown to be reason- 
able by competent testimony. It is the considered judgment of this Examiner, 
based upon the record adduced in this hearing, that Northern Natural has made 
a prima facie case and established those requirements prerequisite to the issuance 
of a certificate of public convenience and necessity, under Section 7 of the Natural 
Gas Act, authorizing the construction of the facilities proposed for the sale 
and delivery of the 100,730 Mcf/d of natural gas all as more particularly set 
out in the respective applications filed herein. 


FINDINGS AND CONCLUSIONS 


Upon consideration of the record herein, and the briefs of the respective 
parties and intervenors, it is found and concluded that: 

(1) The Northern Natural Gas Company (Northern Natural) is a Delaware 
corporation with its principal place of business located at Omaha, Nebraska. 
It is the applicant in Docket No. G-14697 filed March 19, 1958 and Docket No. 
G-14779 filed March 31, 1958. It is a “natural-gas company” within the meaning 
of the Natural Gas Act as has heretofore been determined by the Commission 
in Docket No. G-280, 3 F.P.C. 967. 

(2) The facilities which Northern Natural seeks authority to construct and 
operate in Docket No. G—14697 will be used for the delivery of 50,000 Mcf/d of 
natural gas to the Northern Illinois Gas Company (Northern Illinois) ° and 
the facilities which Northern Natural seeks authority to construct and operate 
in Docket No. G—14779 will be used for the delivery of 49,891 Mcf/d of natural 
gas to twenty-three of Northern Natural’s presently existing utility customers 
all as more fully described and set out in the applications filed herein. The 
facilities which Northern Natural seeks authority to construct and operate will 
become integral parts of its presently existing interstate natural gas pipeline 
system and will be used to receive, transport and sell for resale natural gas in 
interstate commerce, all being subject to the jurisdiction of the Federal Power 
Commission and subject to the requirements of Section 7 (c) and (e) of the 
Natural Gas Act. 

(3) The sale by Northern Natural of 3,000 Mcf/d (which is a part of the 
increase of 8,591 Mcf in contract demand requested by the Peoples Natural Gas 
Division) on a firm basis to the St. Paul Ammonia Products Company, Inc., 
will be made in interstate commerce and such transportation, and the facilities 
required therefor, will become, when initiated, subject to the jurisdiction of the 
Federal Power Commission and the requirements contained in Section 7 (c) and 

(e) of the Natural Gas Act. 


*The Northern Illinois Gas Company is exempt from the provisions of the Natural 
Gas Act. It isan intrastate operation. 16 F.P.C. 798. 
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(4) The proposed construction and subsequent operation of the facilities 






















“ for which Northern Natural, in its two applications, seeks authorization are 
we necessary and required by the public convenience and necessity and a certificate 
an in each application should therefore be issued as hereinafter ordered and 
an conditioned. 
an (5) The gas reserves of Northern Natural are reasonably estimated to be 
i 12.168 trillion cubic feet on December 31, 1957 and are adequate to support the 
No additional sales proposed by Northern Natural in its two applications filed herein. 
for (6) Northern Natural is able and willing properly to do the acts and to perform 
ing the service proposed by it in Docket Nos. G—14697 and G—14779 and to conform 
on to the provisions of the Natural Gas Act and the requirements, rules and regu- 
‘- lations of the Federal Power Commission promulgated thereunder. 
er, (7) The construction and operation by Northern Natural of the facilities 
ade described in the applications, as amended, in Docket Nos. G-14697 and G-14779 
ose together with the sales of natural gas, as proposed in said applications, as 
ral amended, to Northern Illinois and to twenty-three presently existing utility 
ale customers together with the transportation and sale of natural gas by Northern 
est Natural to the St. Paul Ammonia Products Company, Inc., on a firm basis, are 
required by the public convenience and necessity and a certificate of public con- 
venience and necessity should be issued to Northern Natural therefor as here- 
inafter ordered and conditioned. 
j (8) The certificate herein issued to Northern Natural in Docket No. G—14697 
tive shall become effective only upon the issuance of a certificate to the Northern 
Illinois Gas Company by the Illinois Commerce Commission, authorizing the 
are construction and operation by the Northern Illinois Gas Company of the 22-inch 
ska. 138-mile pipeline and appurtenant facilities proposed to be constructed to 
No. receive at East Dubuque, in Joe Daviess County, Illinois, the 50,000 Mcf/d of 
= natural gas from Northern Natural. 
sion (9) The public convenience and necessity requires that the general terms and 
conditions set forth in paragraphs (a), (b), (c), and (e) of Section 157.20 of 
and the Commission’s regulations under the Natural Gas Act, including the rules of 
d of practice and procedure, should also attach to the issuance of the certificates to 
and Northern Natural and to the exercise of the rights granted thereunder, and 
rate that the time within which the construction of the facilities authorized by this 
ural order should be completed and the facilities placed in operation should be fixed 
poe at ten months from the date on which this order issues. 
e 
will ORDER 
eline 
as in WHEREFORE, it is ordered, subject to review by the Commission that: 
ower (A) A certificate of public convenience and necessity is hereby issued authoriz- 
€ the ing the Northern Natural Gas Company to construct and operate the facilities 
described in Docket No. G-14697 for the transportation and sale of 50,000 Mcf/d 
f the of natural gas in interstate commerce for resale to the Northern Illinois Gas 
1 Gas Company, all as more fully described in the application in this proceeding, and 
Inc., upon the terms and conditions of this order. 
lities (B) A certificate of public convenience and necessity is hereby issued author- 
of the izing the Northern Natural Gas Company to construct and operate the facilities 
) and described in Docket No. G—14779 for the transportation and sale of 49,891 Mcf/d 
of natural gas in interstate commerce for resale to 23 of its presently existing 
utility customers, and named above, and in the amounts set opposite their names, 
nent respectively, all as more fully described in the application in this proceeding, on 


the terms and conditions of this order. 
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(C) The certificate issued in paragraph A hereof shall become effective only 
upon the issuance of a certificate to the Northern Illinois Gas Company by the 
Illinois Commerce Commission authorizing the construction and operation by 
the Northern Illinois Gas Company of the facilities herein proposed to be con- 
structed by it to receive the 50,000 Mcf/d of natural gas from Northern Natural 
at a connection at, or near, East Dubuque in Joe Daviess County, Illinois. 

(D) The certificate issued in paragraph A, as conditioned in paragraph C, 
and the certificate issued in paragraph B hereof shall be accepted in writing and 
under oath by a responsible official of the Northern Natural Gas Company within 
30 days from the issuance of this order. 

(E) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Section 
157.20 of the Commission’s Rules and Regulations is hereby fixed at ten months 
from the date on which this order issues. 

(F) The certificates herein issued to the Northern Natural Gas Company are 
not transferable and shall be effective only so long as it continues the acts or 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, and the applicable rules, regulations and orders of the Commission. 
The general terms and conditions set forth in paragraphs (a), (b), (c) (1), (3), 
(4) and (e) of Section 157.20 of the Commission’s Rules and Regulations includ- 
ing the rules of Practice and Procedure, shall attach to the issuance of the certif- 


icates granted in paragraphs A and B hereof, and to the exercise of the rights 
granted thereunder. 


Harry W. FRAzEEz, 
Presiding Examiner. 


MICHIGAN WISCONSIN PIPE LINE COMPANY, G-13246; NORTHERN IN- 
DIANA PUBLIC SERVICE COMPANY, G-12871, G-12872 ; NORTHERN ILLI- 
NOIS GAS COMPANY, G-13408; MICHIGAN GAS UTILITIES COMPANY, 
G-13858 ; OHIO VALLEY GAS CORPORATION, G-—15457 


ORDER MODIFYING AND ADOPTING INITIAL DECISION OF PRESIDING EXAMINER 
(Issued April 24, 1959) * 
Syllabus 


1. Michigan Gas Utilities’ application under Section 7(a) to obtain gas from 
Michigan Wisconsin by requiring American Louisiana to cut back on its 
deliveries to Michigan Wisconsin at Bridgman of “already committed sup- 
plies” rejected, since this would place an undue burden on American 
Louisiana. P. 556. 

2. Michigan Wisconsin’s formula for determining the economic feasibility of 
constructing lateral lines to provide service under Section 7(a) accepted 
with some modifications for purposes of this case only. P. 558. 

8. Bethany’s request under Section 7(a) for gas service cannot be granted, since 
the market estimates are questionable, the amortization schedule for bonds 


of longer than 20 years cannot be justified, and the debt-service coverage is 
inadequate. P. 559; 568. 


*Initial decision appears on p. 564. 
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4. Commission issues certificate to Michigan Wisconsin under Section 7 of the 
Natural Gas Act, and allocates gas to Michigan Wisconsin’s existing custo- 
mers. P. 563. 


Commissioner Hussey not participating. 


Charles V. Shannon, Stanley M. Morley, Richard F. Generelly, Louis Flaaz, of 
May, Shannon and Morley, and Wilber H. Mack for Michigan Wisconsin Pipe 
Line Co. 

John C. Lawyer, Stanley A. Tweedle, of Lawyer, Friedrich, Petrie & Tweedle, 
for Northern Indiana Public Service Co. 

Justin A. Stanley and Richard G. Ferguson of Isham, Lincoln & Beale, for 
Northern Illinois Gas Co. 

Richard J. Connor and Thomas F. Ryan of Gallagher, Connor & Boland, and 
J. W. McAuliffe for Michigan Gas Utilities Co. 

H. J. O'Leary for the Public Service Commission of Wisconsin. 

Robert N. Derengoski for the Michigan Public Service Commission. 

Albert J. Feigen and Roscoe F. Moulthrop for the City of Bethany, Missouri. 

Albert J. Feigen for Ohio Valley Gas Corp. 

Charles V. Shannon, Richard F. Generelly, and Wilber H. Mack for American 
Louisiana Pipe Line Co. 

Charles R. 8. Anderson for Iowa Southern Utilities Co. 

Charles V. Shannon and Stanley M. Morley of May, Shannon and Morley, 
and Oscar L. Chapman and Martin L. Friedman of Chapman, Wolfsohn and 
Friedman for Michigan Consolidated Gas Co. 

Reuben Goldberg for Michigan Gas and Electric Co. 

Vernon A. Swanson of Fairchild, Foley & Sammond for Milwaukee Gas Light 
Co. 

Glen H. Bell of Aberg, Bell, Blake & Conrad, and Harry K. Wrench for Wiscon- 
sin Fuel and Light Co. 

Raymond N. Shibley, and Richard P. Taylor of Steptoe & Johnson for Panhan- 
dle Eastern Pipe Line Co. 

Samuel H. Olsen, Prosecuting Attorney, Leonard Simons, County Utilities 
Counsel, and David R. Kaplan, Special Assistant Prosecuting Attorney, for the 
County of Wayne, Michigan. 

John F. Gaston for Iowa Electric Light and Power Co. 

Charles 8. Wilcor of Sprague, Wilcox & Houts for St. Joseph Light & Power 
Co. 

Seymour Tabin of Froelich, Grossman, Teton and Tabin, for Wisconsin Public 
Service Corp. 

William A. McNamara for Madison Gas and Electric Co. 

John F. Zimmermann of Shaw, Muskat & Paulsen for Wisconsin Natural Gas 
Co. and Wisconsin Michigan Power Co. 

W. W. Mullikin of McManus and McManus for Keokuk Gas Service Co. 

Ned Willis for Northern Central Public Service Co. 

David 8S. Lichtenstein for the staff of the Federal Power Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 

These proceedings are before us on exceptions to the decision of the Presiding 
Examiner issued January 30, 1959, allocating an incremental supply of gas 
available to Michigan Wisconsin Pipe Line Company (Michigan Wisconsin). 
The proceedings were convened for hearing on July 8, 1958, to dispose of the 
following issues: (1) Whether or not the requests of the Section 7(a) appli- 
eants and interveners for natural gas service should be granted; (2) Whether 
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or not authorization of the so-called Group “C” facilities’ described in Michigan 
Wisconsin’s application should be granted; and (3) What allocation should 
be made of the increased supplies of natural gas available to Michigan Wisconsin 
from the Laverne Field. 

We shall first dispose of the requests of the 7(a) applicants and interveners 
who seek an allocation of gas in these proceedings. These parties fall logically 
into two groups, those* who have sought to use these proceedings as a vehicle 
to obtain supplies from American Louisiana Pipe Line Company (American 
Louisiana) through the medium of Michigan Wisconsin, and those* who seek 
an allocation from the additional supplies to become available to Michigan 
Wisconsin from the Laverne Field. 


Section 7(a) Applicants Seeking an Allocation from American Lotisiana 

1. In Docket Nos. G—12871 and G-—12872, Northern Indiana Public Service 
Company (Northern Indiana), seeks orders under Section 7(a) directing Ameri- 
ean Louisiana to sell certain volumes of natural gas to it (1) for distribution 
in the Town of La Grange, Indiana; and (2) a supplemental supply for its 
Northwestern System. The volume of gas which it requests in Docket No. 
G-—12871 is 750 Mcf per day and in Docket No. G—12872, 12,000 Mcf per day. 

2. In Docket No. G—15457, Ohio Valley Gas Corporation (Ohio Valley), filed 
an application under Section 7(a) for an order directing American Louisiana 
to sell to it 1,350 Mcf of natural gas per day, which volume would be in addi- 
tion to volumes now being delivered by American Louisiana to said applicant. 
By order issued August 7, 1958, the Docket No. G—15457 proceeding was con- 
solidated with the other proceedings set out in the caption of this decision. 

3. In Docket No. G—13858, Michigan Gas Utilities (Michigan Gas) proposes 
that Michigan Wisconsin be required to install a lateral commencing at a point 
on American Louisiana’s Payne-Bridgman tie-line and extending in a northerly 
direction to Sturgis, Michigan.* The volume of gas sought by Michigan Gas 
Utilities would be a portion of the volumes of American Louisiana gas presently 
being delivered to Michigan Wisconsin pursuant to orders issued by the Commis- 
sion in prior proceedings, Docket Nos. G—2306 et al. 

By the terms of its application Michigan Gas sought an order under Section 
7(a) directed in the alternative against either American Louisiana or Michigan 
Wisconsin to construct a lateral from the facilities of American Louisiana to a 
point on Michigan Gas Utilities’ Southern Division, and to sell natural gas to 


2On June 4, 1958 the Examiner issued a decision on the so-called first phase of these 
proceedings granting a certificate of public convenience and necessity authorizing the 
construction and operation of the Group “‘A”’ and Group “B” facilities required by Michigan 
Wisconsin to transport the incremental supply through its mainline system. The Examiner 
ordered the resumption of the hearing on July 8, 1958, and inter alia, attached the follow- 
ing condition to the exercise of the rights granted under such certificate: “(i) The 
remaining issues respecting authorization of the Group “C” facilities, the applications 
in Docket Nos. G—12871, G—12872, G—13408 and G—13858, and all issues respecting the 
allocation of the additional gas made available by the “‘A” and “B” facilities, are reserved 
for subsequent hearing and determination.” By order of June 20, 1958, the Commission 
adopted the decision of the Examiner. 

2Northern Indiana Public Service Co., G—12871, G—-12872; Michigan Gas Utilities Co., 
G-—13858; and Ohio Valley Gas Corp., G—15457. 

* Northern Illinois Gas Co., Docket No. G—13408; City of Bethany, Missouri, and Iowa 
Electric Light & Power Company. 

The record indicates that the gas supply must physically come from the American 
Louisiana system and it would not be feasible to build a lateral or other facilities neces- 
sary to deliver the gas to the Sturgis area from Michigan Wisconsin’s line. 
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it for its Southern Division. However, in its briefs Michigan Gas now takes 
the position that Michigan Wisconsin should be required to construct the lateral 
and sell the gas to it, although American Louisiana will actually deliver the 
gas to Michigan Wisconsin at the proposed Sturgis lateral instead of at 
Bridgman. 

Turning first to the applications of Ohio Valley and Northern Indiana, the 
Examiner found that the supplies of gas claimed to be available on the American 
Louisiana system by these applicants have been temporarily allocated to Michi- 
gan Wisconsin and Michigan Consolidated in other proceedings and no allotment 
from such volumes could be made except in those proceedings. Furthermore, 
the Examiner indicated that these volumes of gas have now been definitively 
allocated to Michigan Consolidated in the so-called Panhandle abandonment 
case, by order issued December 19, 1958, in Docket Nos. G—10396, et al., 20 FPC 
851. Accordingly, the Examiner denied the applications on the ground that 
“an order requiring American Louisiana to deliver to Northern Indiana and 
Ohio Valley the volumes of gas requested by them in their Section 7(a) appli- 
cations or any substantial portions thereof would destroy the ability of American 
Louisiana to render adequate service to its other present customers.” We 
affirm the Examiner’s decision as to the aforesaid applicants. It is clear that 
the Commission’s order of December 19, 1958, has precluded any possibility 
that the gas supplies sought to be attached by these applicants may become 
available for disposition in these proceedings. 

The application of Michigan Gas Utilities stands in essentially the same 
posture as Northern Indiana and Ohio Valley, in that the gas supplies it seeks 
in these proceedings must physically be obtained from fhe American Louisiana 
system. However, Michigan Gas argues that (under its proposal) the “cut- 
back” on American Louisiana’s deliveries to Michigan Wisconsin at Bridgman 
to the extent of the volumes delivered at the Sturgis lateral, in effect, amounts 
only to delivery of the same gas by American Louisiana to Michigan Wisconsin 
at another point; and that the cut-back by American Louisiana at Bridgman 
will be offset by corresponding volumes of Laverne gas to become available to 
Michigan Wisconsin. The Examiner accepts this argument on the theory that 
“there has been no commitment of American Louisiana gas to particular cus- 
tomers of Michigan Wisconsin and they do not have a right to particular sources 
of Michigan Wisconsin’s supply.” 

The Examiner finds that the annual requirement in 1957 of Michigan Gas for 
the Sturgis area was 654,945 Mcf, and that a sufficient portion of the amount 
recommended by Staff to be held as a reserve on the Michigan Wisconsin system 
after all other allocations (i.e. 1,153,169 Mcf) can be spared to supply the 
present requirements of the Sturgis area. The Examiner concludes that Michi- 
gan Wisconsin should be directed to sell natural gas to Michigan Gas Utilities 
at Sturgis, provided that the direction be conditioned (1) upon Michigan Wis- 
consin first seeking and obtaining a certificate of public convenience and necessity 
for the construction and operation of the Sturgis lateral; (2) upon Michigan 
Gas Utilities utilizing the gas solely to meet the requirements of the Sturgis 
area; and (3) upon Michigan Gas Utilities refraining from attaching any more 
space-heating customers in such area, unless hereafter authorized to do so. 

Exceptions to this finding of the Examiner were filed by the Staff, Wisconsin 
Fuel and Light, Ohio Valley Gas and Panhandle Eastern. Ohio Valley points out 
that the Examiner’s decision is in effect discriminatory in that Ohio Valley’s 
application was denied for failure to show the availability of American Louisiana 
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Gas to meet its requirements. Wisconsin Fuel and Light points out that the 
effect of American Louisiana deliveries would be to reduce the volumes which 
Michigan Wisconsin would have available for its present customers so that 
Michigan Gas may supplement or replace a supply presently available from 
another pipeline company. 

Panhandle argues that if it is permitted to supply the requirements of 
Michigan Gas Utilities for Sturgis instead of Michigan Wisconsin, no new 
facilities would be needed and this service would be far more feasible and in 
the public interest than service by the American Natural System. Thus, in 
order to obtain gas from Michigan Wisconsin, $300,000 would have to be spent 
to construct lateral facilities from American Louisiana’s 22-inch line to Sturgis, 
Michigan, and an undisclosed amount would have to be expended by Michigan 
Gas Utilities to rearrange its present transmission facilities. All these ex- 
penditures would be unnecessary if Panhandle continues to serve Michigan 
Gas Utilities’ Southern Division. Panhandle further points out that gas sup- 
plies available from the so-called abandonment case (Docket No. G—10396 et 
al.) can fully meet the needs which Michigan Gas Utilities has urged in this 
proceeding. The gist of Staff’s position is that the Examiner fails to show how 
he can lawfully compel American Louisiana rather than Michigan Wisconsin to 
make gas available in these proceedings. 

Since the Examiner held that an order requiring American Louisiana to 
deliver to Northern Indiana and Ohio Valley the volumes of gas requested by 
them, or any substantial portion thereof, would place an undue burden upon 
American Louisiana and would destroy the ability of American Louisiana to 
render adequate service to its other present customers, it follows that granting 
service to Michigan Gas Utilities would create discrimination where no sig- 
nificant distinction can be drawn between the applications. 

Since Staff’s and Panhandle’s exceptions also go to the “substantive merits” 
of Michigan Gas Utilities’ application, we will briefly treat the alternatives 
proposed by Staff and Panhandle as a solution to the shortage of supply on 
Michigan Gas Utilities’ system in its Southern Division. Staff's position on the 
substantive merits is that Michigan Gas Utilities’ Southern Division should not 
be served by Michigan Wisconsin, at least until final determination is made 
that Panhandle is unable to serve its needs. The Examiner recognizes that the 
order in Docket Nos. G—10396, et al. requires that Panhandle submit a new plan 
which should provide that greater volumes go to domestic and commercial 
consumers, including Michigan Gas, than Panhandle proposed. However, the 
Examiner concludes that there is no basis for inferring that the additional 
volume of Panhandle gas would be anywhere near enough to meet the needs of 
Michigan Gas Utilities. We are in accord with Staff’s exception to this con- 
clusion of the Examiner. Staff points out that while it cannot be inferred that 
the volume to be made available by that order will be sufficient to meet the 
needs of Michigan Gas Utilities, neither can it be inferred, pending final alloca- 
tion of the gas made available therein, that the volume will be insufficient, 
which is the conclusion the Examiner must draw to support his finding. In view 
of the foregoing considerations the application of Michigan Gas Utilities must 
be denied. 


7(a) Applicants Seeking Gas from Michigan Wisconsin 


1. Northern Illinois Gas Company. In Docket No. G—13408, Northern Illinois 
Gas Company seeks a supply of gas from Michigan Wisconsin for the com- 
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munity of Earlville, Llinois. Northern Illinois presently distributes natural 
gas to approximately 611,000 customers in several counties in northeastern 
Illinois; such gas comes from other sources. Earlville does not now have 
natural gas service. The record indicates that Michigan Wisconsin is the most 
economie source of gas for Earlville. The population of Earlville was 1,217 in 
1950. From the record, it appears that Northern Illinois is able and willing to 
finance, install and operate the proposed distribution system and some part of 
the required lateral. The third year requirements of Earlville are 58,049 Mcf 
annually, and 523 Mcf on a peak day. 

The number of space heating customers sought to be attached is 227. The 
cost of the system to service Earlville is estimated to be $110,000. The witness 
for Northern Illinois Gas Company stated that he did not believe that company 
should be called upon to build a lateral all the way (approximately 2 miles) to 
the Michigan Wisconsin line. However, he indicated that if the town border 
station was located somewhere else than indicated on Exhibit 85, Northern 
Illinois might build a part of the tie-line to Michigan Wisconsin’s pipeline. 
The feasibility study was predicated only upon the assumption that Michigan 
Wisconsin would build the lateral. Mr. Semrad, witness for Michigan Wis- 
consin, stated that the maximum mileage which Michigan Wisconsin would con- 
struct under its formula would be 1.1 miles. 

The evidence of record herein justifies the conclusion that the application 
of Northern Illinois should be granted, provided, however, that the number of 
space heating customers which Northern Illinois may connect to the Earlville 
System be limited to 227. There is a public need for natural gas service in 
the community. The evidence indicates to our satisfaction that the project 
can be adequately financed and is economically feasible. Furthermore, we find 
that no undue burden will be placed upon Michigan Wisconsin in supplying the 
requirements of the Earlville system. We also find that pursuant to its lateral 
formula Michigan Wisconsin should be directed to construct a lateral to a town 
border station to be located approximately one-half mile from the city limits of 
Earlville, Illinois. The construction of the aforesaid lateral falls within the 
Michigan Wisconsin 10 cents per Mcf formula (discussed below) modified by 
omitting the cost for a measuring station. 

2. Iowa Electric Light € Power Company. The Examiner denied the applica- 
tion of Iowa Electric on the ground that the proposal to provide service to 
Chariton would not be economically feasible if Iowa Electric had to build any 
portions of the required lateral. Apparently, this conclusion was conceded by 
Iowa Electric’s engineering witness. Since this factor appears to be controlling, 
it would serve no useful purpose to discuss other relevant criteria under Section 
7(a). 

We accept the Examiner’s finding that Michigan Wisconsin should not be 
directed to build all the way to Chariton. Since Iowa Electric did not present 
evidence as to the feasibility of its project if it were to build all or part of the 
lateral, there is no alternative but to deny the application. 

We take special care to point out that our ruling herein is not to be construed 
as implicit approval of Michigan Wisconsin’s so-called 10-cent formula regardless 
of the particular circumstances of future 7(a) applications. We are predicating 
our finding with respect to Iowa Electric on the record in the instant case. We 
are compelled to the conclusion that the proposal that Michigan Wisconsin 
build the necessary lateral to Chariton would impose an undue burden on the 
existing customers of Michigan Wisconsin. 
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This application (as well as that of the City of Bethany) raises the perplexing 
and recurring problem of Michigan Wisconsin’s lateral line policy.5 Conse- 
quently, we feel that it might be appropriate to make certain observations with 
respect to our future policy as to proposed lateral lines. As Iowa Electric per- 
tinently observes in its exceptions, “there is some point beyond which Michigan 
Wisconsin should not be required to build a lateral.” This brings the problem 
clearly into focus. The difficulty we face is one of drawing a line in some way 
that will be equitable as between conflicting interests and at the same time 
provide some objective test which is administratively practical. The Michigan 
Wisconsin formula has provided a simple test of feasibility and can serve to make 
possible laterals that would be infeasible for either party to construct entirely 
by itself. The Staff has recommended certain modifications of the formula, 
although, basically, they do not consider the formula to be unreasonable. The 
major modifications the Staff suggests are: 

(1) Elimination of the costs of the measuring station. A measuring station 
is required in any event. Further, the inclusion of the measuring station im- 
poses a minimum load of about 30,000 Mcf annually before Michigan Wisconsin 
will build any lateral. 

(2) The formula should not be applied rigidly with the result that the measur- 
ing station is located at an inconvenient point. 

Whatever demonstration may be required to prove the feasibility of a lateral 
line, it is clear that the formula should provide for some relationship between 
the service to be rendered by such lateral and the annual costs associated with 
its operation. The service rendered by the lateral can be measured by the 
quantities of gas to be transported. Furthermore, the major portion of the 
annual costs associated with a lateral are determined by the amount of invest- 
ment. Consequently, if the Michigan Wisconsin formula be viewed as an 
equation we do not construe Iowa Electric’s challenge * as relating to the func- 
tional relationship it sets up, but rather as a challenge to the accuracy of the 
variables employed (viz., 10¢ and 15%). 

We cannot find at this time that the 15% figure used by Michigan Wisconsin 
is outside the zone of reasonableness. The major question is whether the 10-cent 
figure conforms to Michigan Wisconsin's past and future practice and is required 
by the public interest rather than representing an arbitrary choice of a criterion. 
Neither on this record nor on any other record has this question been fully 
explored. Like many other matters which call for the exercise of judgment 
and discretion, the “validity” of the formula may not be demonstrable with 
mathematical precision, but as we have indicated above it does provide an 
objective test which is workable and appears to be reasonable until such time 
as a substitute can be found based on more definitive criteria. We must risk a 


&The formula used by Michigan Wisconsin to determine what facilities it is willing 
to build provides that the operating costs of the lateral, or the portion of the lateral, 
to be installed by Michigan Wisconsin shall not exceed 10-cents per Mcf on the basis of 
the estimated annual firm sales to the distribution project in the third year. In the 
formula, the operating costs are set out as 15% of the estimated cost of construction of 
the lateral, or portion of the lateral and appurtenant facilities, as follows: 





NN lcs ns inane cis ccna eye rts endarems tint caren tea tentptan ttn tp a nes tea in ese throne enemeteiemaeine piace 6.0% 
DRG WR io cciitcncenmtictokntncbakidhbntdembnsntnnnceinma est 3.0% 
Gee Tad ced do cisuectibbocessociteninthbbnasbewenceens 1.5% 
DR POC NOR ons cee wens cme ewescepemescccdes pestetascecaseesen 3.5% 
Operation and Maintenance..................~-....~..-.- 00 oo 1.0% 

15. 0% 


*lIowa Electric contends, inter alia, that the “10-cent formula” has not been shown 
or proven to be a valid measure of the feasibility of a lateral line. 
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tentative solution in order to provide service for the urgent requirements of 7 (a) 
applications which are presently before us for consideration. However, we 
are prepared to reject the variables in this formula if it fails to meet the 
pragmatic test of experience. 

We believe that future 7(a) applications may bring to light difficulties in 
practical application of the formula that will require substantial revision in the 
public interest. Indeed, final approval of the formula at this time or any 
variation thereof may result in denial of projects earnestly desired by Michigan 
Wisconsin itself. Perhaps additional experience in the application of this 
formula may point in the direction of initiating a further study by the Com- 
mission’s staff. However, until such time as further experience dictates the 
necessity for a revision of the formula, the practical requirement of some reason- 
able criterion for determining which laterals are feasible, compels us to accept 
this formula with the modification suggested by the staff (i.e., elimination of the 
costs of the metering station). 

3. City of Bethany. The city of Bethany intervened in these proceedings and 
filed an application under Section 7(a) (Docket No. G-14898) seeking a supply 
of gas for distribution in Bethany. Bethany seeks a firm peak day supply from 
Michigan Wisconsin of 1,274 Mcf per day, an annual supply of 185,558 Mef (both 
representing third year requirements) and construction by Michigan Wisconsin 


of approximately 9.5 miles of the 16.5 miles of lateral line needed to bring the 
gas to the town border. 


lateral line. 


The Presiding Examiner concluded that “Bethany’s request for gas service can- 
not properly be granted upon the present showing” but allowed the City an 
opportunity to present further evidence in order to “improve upon” its presenta- 
tion, and conditioned the certificate of public convenience and necessity issued to 
Michigan Wisconsin upon its temporarily reserving an annual volume of 254,614 
Mcf pending Bethany’s further showing in support of the economic and financial 
feasibility of its project and the Commission’s final order respecting Bethany. 
The Examiner directed Bethany to file a statement in writing with the Com- 
mission as to its desires respecting an opportunity to present further evidence. 
By his statement filed with the Commission on February 19, 1959, the Mayor of 
Bethany has indicated that Bethany desires such opportunity, and will be pre- 
pared to present additional evidence in the event the Examiner’s decision herein, 


insofar as it relates to Bethany, should become effective as the decision of the 
Commission. 


Bethany will construct the remaining seven miles of 


We affirm the Examiner’s conclusion that Bethany’s request for gas service 


cannot be granted on its present showing. However, we are in accord with the 


Examiner’s recommendation that the grant of the certificate of public convenience 
and necessity to Michigan Wisconsin be conditioned upon Michigan Wisconsin 
temporarily reserving an estimated annual amount of gas pending opportunity to 
Bethany upon further hearing to make an additional showing in support of the 
economic and financial feasibility of the project. The annual amount to be 
temporarily reserved is 185,558 Mcf rather than 254,614 Mcf. The latter figure 
apparently is an inadvertent error on the part of the Examiner. 





PLAN OF ALLOCATION TO EXISTING CUSTOMERS OF MICHIGAN WISCONSIN 


Staff Plan of Allocation 


The Examiner adopted the Staff recommendation for allocation to existing 
customers in toto. 


He found that the allocation recommended by the Staff is a 
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practicable means of overcoming, at least in substantial measure, the inequalities 
in the distribution of gas which at present exist on the system of Michigan 
Wisconsin ; that the allocation, properly, is based upon the estimates of those of 
the utility customers whose past estimates have proved to be more conservative 
and reliable than estimates of others of the utility customers; that the allocation 
will afford relief to those of the utility customers whose needs are most urgent; 
and that it is fair to all of the utility customers. 

In terms of actual permits, Staff plan recommended that each distributor be 
permitted to attach the number of spaceheating customers it estimates it would 
have attached by December 31, 1958. In those cases where the present allotment 
exceeds that number, Staff proposes that the present allotment be undisturbed. 
The net result of Staff plan after allotment of additional permits is to leave 
1,222,225 Mcf available for reserve on the system (after allowance for Bethany, 
Earlville, and 30,957 additional spaceheating customers). 

The Examiner found it unnecessary to leave that amount for reserve on the 
system to afford protection to Michigan Wisconsin against colder than normal 
winters and emergencies. We believe that this conclusion of the Examiner is 
supported by Michigan Wisconsin’s past history in delivering in excess of its 
designed capacity. Consequently, in light of the exceptions filed by Wisconsin 
Fuel & Light Company and Madison Gas & Electric Company and the urgent need 
for additional permits by existing customers who failed to achieve any additional 
allotment under Staff’s plan, we believe that a substantial part of the amount of 
1,222,225 Mcf should be allocated in this proceeding. Our conclusion is not to be 
taken as any fundamental criticism of Staff's plan of allocation. As far as it 
goes it is logical and consistent. 

The difficulty, however, of confining the plan of allocation to the end of 
December 1958, as proposed by Staff, and the inequities which may result is best 
pointed up by the exceptions of Madison Gas & Electric Company. The gist of 
its complaint with Staff's plan of allocation is that it penalizes those customers 
whose estimates for 1958 were “conservative” and rewarded those companies like 
Milwaukee which deliberately refrained from attaching customers or other 
distributors who were less cautious in their estimates. In short, the companies 
who failed to receive any additional permits under Staff plan argue witb 
considerable indignation that virtue is not its own reward. 

Obviously, certain inequities have resulted from past allocations. Some 
distributors ran out of permits early in 1958 and some distributors have permits 
available well into 1959. The Staff plan adopted by the Examiner would have 
been an equitable correction had this order been issued in 1958, but we are now 
well into 1959. Adoption of Staff plan so as to give all the customers the amounts 
needed to fill out their 1958 requirements would have partially corrected this 
inequity. On the other hand, some customers who previously had sufficient 
quantities to carry them over 1958 (and therefore receive no allocation under 
Staff's plan as adopted by the Examiner) would not be able to add customers 
in 1959. 

We believe that orderly development of the market, and the necessity for 
correcting inequities, require that some additions should be permitted in 1959 for 
each of the distributors. We will, therefore, allot to each distributor sufficient 
additional permits so that each distributor will be able to connect in 1959 a 
minimum of one-half the number he estimated he would connect for that year. 
This will afford present market areas a substantial degree of relief. 

The basic criterion of this plan is to allot to each distributor such additional 
numbers of permits as will enable it to connect one-half the number it estimated 
it would attach in 1959. Distributors that exhausted or would have exhausted 
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their allocation of permits in 1958 are allowed a sufficient number of permits to 
reach the estimated December 31, 1958 level if such number is greater than would 
have been allowed under the former criterion. 

The following table shows the results of extending Staff plan to give substan- 
tial relief to those customers who received no allotment under that plan: 


Present | Increase in New 
allocation | allocation | allocation 
herein 


4 (2) 


Michigan Gas and Electric Company 

Michigan Gas Utilities Company 

Milwaukee Gas Light Company 

Wisconsin Natural Gas Company 

Madison Gas and Electric Company 

Wisconsin Power and Light Company 

Wisconsin Public Service Corporation 

Wisconsin Michigan Power Company 

Wisconsin Fuel and Light Company 

Stoughton Light and Fuel Company 

Winnebago Natural Gas Corporation 

Illinois Power Company 

City of Aledo 

lowa Southern Utilities Company 

Keokuk Gas Service Company 

North Central Public Service Company 

Iowa Electric Light and Power Company 

City of Bloomfield 

City of Lamoni 330 
8t. Joseph Light and Power Company 5 2,049 


242, 471 32, 953 275, 424 


A The greater of either the number of permits needed to connect one-half of 1959 estimates or the num- 
ber needed to fill out 1958 requirement. 


B Enough permits available to connect one-half or more of estimated 1959 requirements in addition to 
all 1958 requirements. 


Group “C” Facilities 

The Group “C” facilities which Applicant, Michigan Wisconsin, seeks to have 
certificated in Docket No. G—13246 consist of 25.3 miles of 12%4-inch loop of its 
Madison, Wisconsin, lateral; a Wisconsin “B” compressor station having three 
units; and additional horsepower at its Station 10. The Examiner found that 
an adequate and reasonable estimate of the total cost of the facilities is $2,616,000. 
Michigan Wisconsin proposes to issue five-year promissory notes to finance such 
cost. 

On September 16, 1958, the Commission issued a temporary authorization for 
the construction and operation of the major portion of these facilities; to wit, 
the 25.3-mile loop, and one of the three proposed compressor units (a 1,200-Bhp 
compressor unit) in the Wisconsin “B” Station. 

The Examiner authorized the Group “C” facilities to the same extent as pro- 
vided in the temporary authorization since upon completion of the Group “A” 
and Group “B” facilities Michigan Wisconsin will have a sufficient gas supply 
to justify the permanent certification of the facilities temporarily authorized. 
We agree with the Examiner that the construction and operation of such por- 
tions of the “C” facilities is economically feasible. We also find that the au- 
thorization of the remainder of the “C” facilities is not justified on the basis of 
the present record.’ We believe that the record should be reopened and the 


7 The total Schedule “C” facilities plus the “A” and “B” facilities previously authorized 
were designed to enable Michigan Wisconsin to handle 562,700 Mcf per day north from 
Station 10 (Exh. 14). This purports to be the volume necessary to serve those customers 
on the 1959-1960 peak day as shown in the market data appended to the original applica- 


tion. This volume appears to be in excess of the volumes required by our allocation made 
herein. 
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remaining portion of the proposed Group “C” facilities be examined in relation 
to the final allocation plan (Docket No. G-16998) and evidence specifically pred- 
icated on such plan be taken in order to form a more intelligent basis for a 
decision. 


The Commission further finds: 


(1) Michigan Wisconsin Pipe Line Company is engaged in the transportation 
and sale of natural gas in interstate commerce and is a “natural-gas company” 
within the meaning of that term as used in the Natural Gas Act. 

(2) It is necessary and desirable in the public interest that the Commission 
by order direct Michigan Wisconsin to establish physical connection of its trans- 
portation facilities with those of Northern Illinois Gas Company at the point of 
connection near Earlville, Illinois, described in the foregoing decision, and direct 
the sale and delivery by Michigan Wisconsin of natural gas to Northern Illinois 
Gas Company for Earlville and environs, in accordance with Michigan Wiscon- 
sin’s presently filed tariff, or as such tariff may hereafter be legally changed, with 
a limitation for the present that Northern Illinois Gas Company may attach no 
more than 227 spaceheating customers. 

(3) Itis necessary and desirable in the public interest that the City of Bethany 
be afforded an opportunity upon further hearing to make an additional showing 
in support of the economic and financial feasibility of its project. 

(4) The Group “C” facilities above described are subject to the requirements 
of Section 7(c) of the Natural Gas Act, as amended. 

(5) Michigan Wisconsin is a qualified applicant and is able and willing prop- 
erly to do the acts and to perform the service proposed by means of the portion 
of the Group “C” facilities hereinafter authorized, and is willing to conform to 
the provisions of the Natural Gas Act, and the requirements, rules and regula- 
tions of the Commission thereunder. 

(6) The construction and operation of the portion of the Group “C” facilities 
hereinafter authorized are required by the present and future public convenience 
and necessity, and a supplemental certificate should be issued in Docket No. 
G-—13246 authorizing such construction and operation. 

(7) Since the allocation made herein differs substantially from the allocation 
proposed by Michigan Wisconsin upon which it based its design for the total 
Group “C” facilities, the record does not disclose precisely what portion of such 
facilities are required to render the service authorized herein. Accordingly, we 
will reopen the record to determine what further facilities are required beyond 
those presently authorized herein. 

(8) The certificate of public convenience and necessity heretofore granted to 
Michigan Wisconsin Pipe Line Company in Docket No. G—13246 should be condi- 
tioned upon Michigan Wisconsin so revising the pertinent provisions of its tariff 
as to increase the number of spaceheating consumers served by its distributing- 
company customers as specified by the respective numbers as heretofore set out 
(page 561). 

(9) The furnishing by Michigan Wisconsin of the gas service described in 
finding (2) will place no undue burden upon Michigan Wisconsin. Michigan 
Wisconsin will not be required to enlarge its transportation facilities in order to 
furnish such service. Its ability to render adequate service to its present 
customers will not be impaired. 

(10) The applicants and interveners enumerated in findings (2) and (3) above 
are persons or municipalities engaged or legally authorized to engage in the 
local distribution of natural gas to the public. 

(11) The construction and operation of the facilities proposed by Michigan 
Wisconsin and the sales described in findings (2) and (3) above are required by 
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the public convenience and necessity, and certificates therefor should be issued 
as hereinafter ordered, upon the terms and conditions contained in this order. 
(12) The service requested by the applications filed by Northern Indiana 
Public Service Company in Docket Nos. G—12871 and G—12872, Michigan Gas 
Utilities Company in Docket No. G—13858, and Ohio Valley Gas Corporation in 
Docket No. G—15457 is not necessary or desirable in the public interest and 
should be denied for the reasons heretofore stated. 


The Commission orders: 


(A) The certificate of public convenience and necessity heretofore issued in 
Docket No. G-13246, authorizing Michigan Wisconsin Pipe Line Company to 
construct and operate the Group “A” and Group “B” facilities, be and the 
same is hereby modified and supplemented by authorizing Michigan Wisconsin 
to construct and operate the portion of the Group “C” facilities temporarily 
authorized by the Commission on September 16, 1958, as described in the 
foregoing decision. 

(B) The record in Docket No. G—13246 is hereby reopened to determine what 
remaining portion, if any, of the Group “C” facilities will be required to render 
the service authorized herein. 

(C) The certificate of public convenience and necessity issued in Docket No. 
G-13246 be and the same is hereby conditioned upon Michigan Wisconsin so 
revising the pertinent provisions of its tariff as to increase the number of space- 
heating customers of its following distribution-company customers by the 
respective numbers as follows: 


Number of Additional 

Company Spaceheating Customers 
Michigan Gas and Electric Company._............................-.-- 996 
Daeeneam, GAG URI OUI es i carmeeresinenntnennneeinnionignereh 1, 468 
FURS GUNS Te CI iar enececiectcstesccinsinemscceica atic chaplain 15, 454 
"Rene RU SOI, I a semttahsipsinidlinicntieaaalaeel 6, 100 
Madison Gas and Electric Company_..--.....-.....--.--.--.__. 597 
Wisconsin Power and Light Company_-_---..---__----_--__----.. 2, 684 
Wisconsin Public Service Corporation............................. 3, 863 
Wisconsin Michigan Power Company-__..-..-...-..--_---.-.---. 438 
Wisconsin Fuel and Light Company....-...._....._........-.... 350 
Stoughton Light and Fuel Company___....-....---__-_--__--.--- 43 
ma TOG Cascade id a incertae 7 
FONG DRDO TID COO tcciniesivnnietnniaaiiinaninin 568 
St, Joseph Light and Power Compe nc.<<.ccmnnencncenennccnnspe 385 


(D) In Docket No. G—13408, Michigan Wisconsin Pipe Line Company be and 
the same is hereby directed to extend its transportation facilities to a town 
border station of Northern Illinois Gas Company to be located approximately 
one-half mile from the city limits of Earlville, Illinois, and to establish and 
maintain physical connection of its transportation facilities with the facilities 
to be constructed by Northern Illinois, and to sell and deliver natural gas to 
Northern Illinois Gas Company in accordance with Michigan Wisconsin’s pres- 
ently filed tariff, or as such tariff may hereafter legally be changed, with a 
limitation of 227 as the number of spaceheating customers which Northern 
Illinois may attach on its distribution system in Earlville and environs. 

(E) As a further condition attached to the exercise of the rights granted 
under the certificate issued in Docket No. G—13246, Michigan Wisconsin shall 
reserve from the increased delivery capacity of its gas system 185,558 Mcf on 
an annual basis for the City of Bethany pending the Commission’s final order 
respecting said intervener. 


556-794—63——_38 
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(F) Michigan Wisconsin shall report to the Commission in writing and 
under oath the date of commencement of operations and service to the appli- 
cant specified in paragraph (D) above. 

(G) Northern Illinois Gas Company shall within the period of one year from 
the date on which this order issues construct and place in operation its project 
to the extent of being able to receive service from Michigan Wisconsin. 

(H) The request of Iowa Electric Light and Power Company that the certifi- 
cate issued to Michigan Wisconsin be so conditioned as to require Michigan 
Wisconsin to extend a lateral to Chariton, Iowa, and to furnish natural gas for 
distribution in said city, be and the same is hereby denied. 

(I) The applications of Northern Indiana Public Service Company in Docket 
Nos. G-12871 and G-12872, Michigan Gas Utilities Company in Docket No. 
G-13858, and Ohio Valley Gas Corporation in Docket No. G-15457 be and the 
same are hereby denied. 

(J) The certificate in Docket No. G-13246, as hereby modified and supple- 
mented, is subject to the general terms and conditions set forth in paragraphs 
(a), (b), (ce) (1), (ec) (8), (c) (4), and (e) of Section 157.20 of the Commission's 
Regulations under the Natural Gas Act. 

(K) The construction authorized herein by Michigan Wisconsin shall be 
completed within one year from the date this order issues. 

(L) The request of Iowa Southern Utilities Company filed on January 7, 
1959, to defer any allocation of natural gas for service to new communities and 
to any 7(a) applicants in these proceedings, shall be and the same hereby is 
denied. 

(M) The motion of Madison Gas and Electric Company for oral argument on 
its exceptions is hereby denied. 

(N) The initial decision of the Presiding Examiner issued herein is modified 
as hereinabove set forth and as so modified is adopted as the decision of the 
Commission in these proceedings. Except to the extent granted hereinabove, 
the exceptions to the Presiding Examiner’s decision are hereby denied. 


DECISION 


UPON APPLICATION FOR CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND BEQUESTS OF SECTION 7(&) APPLICANTS AND INTERVENORS FOR SERVICE 


(Issued January 30, 1959) 


Purbvue, Presiding Examiner: On June 4, 1958, in Docket No. G—13246, the 
Examiner rendered a decision on the “first phase” of the application of Michigan 
Wisconsin Pipeline Co., whereby the construction and operation of the “A” 
group and “B” group of the facilities described in such application were author- 
ized. By order issued June 20, 1958, the Commission adopted the decision of 
the Examiner. 19 F.P.C. 989. There remain for consideration and disposition 
the following issues: (1) whether or not the requests of the Section 7(a) appli- 
cants and intervenors for natural-gas service should be granted; (2) whether 
or not authorization of the group “C” facilities described in Michigan Wisconsin’s 
application should be granted; and (3) what allocation should be made of the 
increased volume of natural gas in Michigan Wisconsin’s system which will 
result from the construction of the “A” and “B” facilities and the gas supply 
from the Laverne Field. 

On July 8, 1958, the hearing in these proceedings was reconvened in order to 
dispose of the foregoing issues. The hearing continued intermittently until 
September 16, 1958, when it was concluded. There were 16 hearing days during 
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this period of time. In addition to the commissions, cities and customer com- 
panies listed as intervenors in the previous decision, 19 F.P.C. at pages 990-91, 
the following county and companies intervened and participated in the recon- 
vened hearing: County of Wayne, Michigan; Iowa Electric Light and Power 
Co., St. Joseph Light & Power Co., Wisconsin Public Service Corp., Madison 
Gas and Electric Co., Wisconsin Natural Gas Co., Wisconsin Michigan Power 
Co., Keokuk Gas Service Co., and Northern Central Public Service Co. Oral and 
documentary evidence was introduced by Michigan Wisconsin, by the various 
Section 7(a) applicants, by the two intervenors seeking service, and by numerous 
customer companies of Michigan Wisconsin. Witnesses were cross examined by 
the Staff of the Commission, by intervenor Panhandle Eastern Pipe Line Com- 
pany, by Michigan Wisconsin, and by some of the customer companies. There- 
after, briefs were filed by the following participants: Michigan Wisconsin Pipe 
Line Co., Northern Indiana Public Service Co., Michigan Gas Utilities Co., Ohio 
Valley Gas Corp., the City of Bethany, Missouri, Northern Illinois Gas Co., the 
Federal Power Commission Staff, the County of Wayne, Michigan, Panhandle 
Eastern Pipe Line Co., American Louisiana Pipe Line Co., Michigan Consolidated 
Gas Co., Iowa Southern Utilities Co., Michigan Gas and Electric Co., Milwaukee 
Gas Light Co., Wisconsin Fuel and Light Co., Iowa Electric Light and Power 
Co., Wisconsin Public Service Corp., and Madison Gas and Electric Co.; and the 
proceedings were submitted for consideration and decision. 


REQUESTS OF SECTION 7(&) APPLICANTS AND. INTERVENORS FOR SERVICE 


Michigan Wisconsin Lateral Formula 


Michigan Wisconsin is willing to construct laterals, or portions of laterals, 
from its main pipeline to the facilities of applicants for natural-gas service, 
provided the requirements of a formula which it proposes are met. Michigan 
Wisconsin’s position is that this formula is a “reasonable” method for testing 
whether or not the construction of laterals or portions of laterals is economically 
feasible from its standpoint. The formula is that the operating costs of the 
lateral, or the portion of the lateral, to be installed by Michigan Wisconsin 
shall not exceed 10¢ per Mcf on the basis of the estimated annual firm sales to 
the distribution project in the third year. In the formula, the operating costs 
are set out as 15% of the estimated cost of construction of the lateral, or portion 
of the lateral, and appurtenant facilities, as follows: 

Return 

UNEINT FNS coon i's. his ae caekiccaabheceuemeniek takecidee dea boomacateasoaie ate eae 3. 0% 
General Taxes 

Depreciation 

Operation and Maintenance 


15. 0% 


Necessarily, the validity of the results of applying the formula are dependent 
upon the reasonableness of the estimate of the volume of gas which the dis- 
tribution project will purchase. 

The Examiner agrees with the rationale of the formula; to-wit, that the 
pipeline company should only be required to construct a lateral, or portion 
thereof, in those situations where the distribution project will be paying its 
own way and will not be a burden upon the pipeline company and its other 
customers. 

Further study of the rate problem presented may call for some modification 
of the formula. At this juncture, the Staff suggests only a single change therein. 
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One of the items making up the cost-of-construction factor in the formula is 
$20,000 for a measuring station. The Staff claims that this item should not be 
included, since when a new customer is added, Michigan Wisconsin is required 
to install a measuring station even though it constructs no lateral at all. The 
Examiner agrees with the Staff that the formula should be modified by omitting 
such item of cost. As thus altered, the formula will here be applied. 


Northern Illinois Gas Co. 


In Docket No. G—13408, Northern Illinois filed an application, under Section 
7(a), for an order directing Michigan Wisconsin to extend its transportation 
facilities to, and to sell gas to Northern Illinois at, a town border station to be 
located approximately one-half mile from the city limits of Earlville, Illinois. 
Northern Illinois proposes to distribute the gas in Earlville and environs, and 
to install a distribution system for that purpose. Michigan Wisconsin does not 
oppose the application. The Staff recommends that it be granted. 

Earlville is a city with a population of about 1,500. There is a public need 
for natural-gas service in the community. The city is not sufficiently close to 
existing natural-gas facilities of Northern Illinois to permit economically feasible 
service by an extension of such facilities to Earlville. On the other hand, the 
city is located only about two miles northwest of the transmission pipeline of 
Michigan Wisconsin, the nearest source of supply. 

Northern Illinois submitted engineering estimates, according to which the 
cost of construction of the Earlville distribution system and city gate facilities 
will be $164,875 in the third year of operation. Northern Illinois proposes to 
defray the construction costs from funds on hand. 

The witness for Northern Illinois, an officer of the company in charge of its 
statistical research division and planning activities, explained the procedure 
followed in arriving at the market estimates, as follows: 

Representatives of Northern Illinois made a door-to-door survey of the homes, 
commercial establishments and public authorities in the area. They inter- 
viewed a resident of each household and the proprietor of each commercial 
establishment, except for a very few; and a responsible official of each public 
authority. They made inquiry as to whether the resident, proprietor or offi- 
cial desired gas service; and, if so, how he would utilize such service. In this 
connection, the evidence shows, and the representatives informed the prospec- 
tive users, that the retail price of gas would compare favorably with that of 
competing fuels. The information obtained frem the prospective customers was 
tabulated under categories of “cooking,” “water heating,” “clothes drying,” 
refrigeration,” “incineration,” “space heating” and “commercial processing.” 
The witness assumed that the same ratio of requests for gas service would 
obtain in the case of the few residences and commercial establishments not 
eontacted as obtained in the case of those contacted. The witness used annual 
and peak-day residential consumption figures established through study of 
Northern Illinois’ residential sales. Respecting the commercial establishments, 
the witness had estimates prepared by experienced salesmen and engineers of 
the company, based on present fuel used, gas burning equipment desired, and 
inspection of the respective premises. 

The witness estimated that the annual requirements in the third year would 
be 58,049 Mcf, including service to 227 space-heating customers. In deriving 
the annual estimates, the following factors were considered: type, age and 
condition of existing equipment in the home or building; type of fuel now 
used; length of time needed for completion of construction; length of time 
within which prospective customers would replace old equipment or purchase 
additional equipment; and experience as to rate of load growth in towns of 
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comparable size after they were initially serviced with natural gas. The fore- 
going data appear to justify the estimates arrived at. 

At the proposed retail rates, the estimated rate of return in the third year is 
6.88%. The project clearly appears to be economically feasible. 

By the application of the lateral formula, as hereinbefore modified, Michigan 
Wisconsin would be called upon to construct the lateral from its main pipeline 
to the town border station. 

The Illinois Commerce Commission has issued a certificate of public con- 
venience and necessity authorizing Northern Illinois to construct facilities and 
to sell gas within and near Earlville; and Earlville has granted a franchise 
to Northern Illinois for the sale and distribution of gas therein. 

Michigan Wisconsin’s F.P.C. Gas Tariff, original volume No. 1, limits the 
number of space-heating consumers which can be attached to the systems of 
each of its distribution customers, except Michigan Consolidated, to a specified 
number. 

The application of Northern Illinois should be granted; provided, however, 
that the number of space-heating customers which Northern Illinois may con- 
nect to the Earlville system be limited to 227. 


City of Bethany, Missouri 


Intervenor City of Bethany, Missouri, requests that the certificate of con- 
venience and necessity issued to Michigan Wisconsin in Docket No. G—13246 be 
so conditioned as to require Michigan Wisconsin to construct 9.5 miles of lateral 
commencing at a point on Michigan Wisconsin’s main transmission line and 
connecting with transportation and distribution facilities to be constructed by 
the city; and to require Michigan Wisconsin to sell natural gas to the city. 


Bethany is located 16.5 miles south of Michigan Wisconsin’s main pipeline. 
The city has a population of approximately 2,800. Bethany proposes to install 
and operate a distribution system in the municipality, and to build the portion 
of the lateral connecting such system with the 9.5 miles of line which it seeks 
to have Michigan Wisconsin construct. The 16.5 miles of lateral will consist 
of 9.5 miles of 4’’ line, commencing at the main transmission line; and 7 miles 
of 6’’ line. If necessary, Bethany is willing to construct a longer portion of the 
lateral, or even the entire lateral. Bethany estimates that the cost of the 
distribution system will be $342,920; and the cost of the 7 miles of 6” line, 
$155,078. Bethany proposes to finance the construction of its facilities by the 
issuance and sale of gas revenue bonds having a 30-year maturity schedule. 
Bethany estimates that its annual requirements in the third year of operation 
will be 254,614 Mcf, which include service to 640 space-heating customers. 

Michigan Wisconsin and intervenor Wisconsin Fuel and Light Co. contend 
that the Commission should not approve the service to Bethany. The Staff 
recommends that the service be approved, but says that the problem “is not 
simple-” 

The estimates of residential and commercial sales (including sales for space 
heating) contained in the engineering report submitted on behalf of Bethany 
are questionable. It is true that the record shows that the community desires 
natural-gas service; and that natural gas, at the proposed retail rates, would 
be cheaper than competing fuels for residential gas consumption (space heating 
and other purposes). But no house-to-house canvass was conducted for the 
purpose of ascertaining gas requirements. Bethany’s engineering witness 
merely made a house count, classifying the residences into “small,” “small and 
medium,” “medium to large,” and “large.” According to the witness, the esti- 
mate of requirements was based, in addition to the house count, on “a rate of 
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growth estimated on a percentage hook-up per year basis,” “estimated growth 
in population,” “climatological data,” and “the experience of similar communi- 
ties served with natural gas.” Also, apparently, the engineer simply made a 
count of the potential commercial consumers; and then arrived at an “expected 
rate of connection” and “expected annual gas usage,” based on his experience 
with several distribution systems in Iowa. While this evidence is all right as 
far as it goes, it does not have the convincing force of such a study as that 
made, for example, by Illinois Power Co. of Earlville, treated of supra. 

Moreover, the estimate of residential gas consumption appears to be opti- 
mistic. The witness first developed an average annual per customer composite 
of 144.2 Mcf. He then reduced this figure to 140 Mcf, which represented the 
“actual expected gas consumption.” Following a similar method in several 
previous cases before the Commission involving communities in the same gen- 
eral area, the same witness had developed a composite of more than 140 Mcf; 
and had then proceeded to use 130 Mcf as his estimate of the expected gas con- 
sumption. In explanation of the switch from 130 Mcf to 140 Mef as his esti- 
mated annual usage per customer, the witness said that “the degree of con- 
servatism * * * is entirely up to my discretion.” He went on to say that, 
based on a general spot check of experience figures developed in some of the 
other communities, “I felt that 130 was too conservative.” The testimony em- 
bodied in the last sentence lends some support to the use of an undetermined 
figure greater than 130 Mcf. But the fact remains that the 140 Mcf is an 
exercise of the witness’ “discretion,” and is a substantially greater volume than 
heretofore repeatedly employed by him as an estimate in previous cases. 

Further, the engineer’s estimate of the industrial load is not satisfactory. 
In his report, the engineer lists five potential industrial customers. The evi- 
dence justifies the conclusion that the largest of these would convert to natural 
gas, but there is nothing concrete or definite in the record respecting the other 
four. As to these four customers, the showing is similar to that respecting 
proposed industrial customers In re Panhandle Eastern Pipe Line Co., Docket 
No. G-1705, 15 F.P.C. 46, 70; and the Examiner’s decision there referred to, 
issued March 6, 1956, in said proceeding, pages 111-12; and is in contrast with 
that In re Blue Ridge Gas Co., 20 F.P.C. 218, 215. 

But even accepting the engineer’s estimates of sales at face value, and 
applying them to the Michigan Wisconsin formula, as above modified, the por- 
tion of the lateral to be constructed by Michigan Wisconsin is only 6.8 miles. 
This means that the portion of the lateral to be constructed by Bethany would 
consist of 2.7 miles of 4’’ line in addition to the 7 miles of 6’’ line; and that 
the total cost of its project (distribution system plus 9.7 miles of the lateral), 
according to its own estimates, would be $593,000. 

It has been heretofore found in these proceedings that Michigan Wisconsin 
has a gas supply adequate only to meet its requirements for six years hence. 
19 F.P.C. at p. 996. In the face of this fact, certainly, an amortization schedule 
for the bonds of longer than 20 years cannot be justified; and Bethany has 
failed to make an adequate showing of the economic feasibility of its project. 
Such appears both from the testimony of one of Bethany’s own investment- 
banker witnesses, and from the Commission’s ruling In re Panhandle Eastern 
Pipe Line Co., Trunkline Gas Co. et al., Docket No. G-1705 ct al. In those 
proceedings, where Section 7(a) applicants sought service from Trunkline, and 
proposed to finance the construction of their distribution systems by means of 
revenue bonds, and Trunkline was “confronted with a deficiency in gas supply 
some 12 years hence,” the Commission held that the maturity schedules of 
the bond issues should not exceed 20 years: and that, limiting the allotment 
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of gas to the volumes required in the third year of operation, “the minimum 
debt-service coverage” should be 1.5. See order in said proceedings, 15 F.P.C. 
1421, 1428; and decision in said proceedings, 15 F.P.C. 46, 68, 70. Such mini- 
mum requirement affords protection to the pipeline supplier; to the prospec- 
tive bondholders; to the other customers of the pipeline supplier; to the po- 
tential consumers in Bethany who would purchase appliances in expectation 
of continued gas service; and, lastly, to the credit standing of the city itself. 
See 15 F.P.C. at page 1427 and Examiner’s decision in Docket No. G—1705, 
supra, page 91. 

3ased upon a 20-year maturity schedule for the bond issue, a third-year 
allocation of gas, and $593,000 as the cost of Bethany’s project, the debt-service 
coverage is only 1.4. As already observed, this coverage gives full credit to 
Bethany’s engineering estimates of sales, which are of doubtful validity. 

The Examiner concludes that Bethany’s request for gas service cannot 
properly be granted upon the present showing. The Examiner is disposed, 
however, to allow Bethany’s representatives an opportunity to improve upon 
their presentation, if they care, and think that they are able, to do so. 

Accordingly, the grant of the certificate of convenience and necessity to 
Michigan Wisconsin will be conditioned upon Michigan Wisconsin temporarily 
reserving 254,614 Mcf on an annual basis, pending opportunity afforded Bethany, 
upon further hearing, to make an additional showing in support of the eco- 
nomic and financial feasibility of the project. 


Iowa Electric Light and Power Co. 


Iowa Electric seeks to have a condition to Michigan Wisconsin’s certificate 
of convenience and necessity imposed to the effect that the pipeline company 
be required to extend a lateral to the town border at Chariton, Iowa; and to 
furnish Iowa Electric with natural gas for distribution in said city. The 
Staff, Michigan Wisconsin and intervenors Panhandle Eastern Pipe Line Co. 
and Wisconsin Fuel oppose Iowa Electric’s request. 

Chariton is located 23 miles from Michigan Wisconsin’s main pipeline. It 
has a population of approximately 5,600. Iowa Electric operates a propane-air 
gas plant and distribution system in the city. The company could convert the 
system to a natural-gas distribution system at a cost which it estimates to be 
$205,960. The company estimates that the third-year annual requirements will 
be 309,872 Mcf. 

By the application of the Michigan Wisconsin formula, as hereinbefore modi- 
fied, and accepting Iowa Electric’s estimates of the volumes of sales in Chariton, 
Michigan Wisconsin can properly be called upon to construct only 11.5 miles of 
the 23-mile lateral. Chariton’s engineering witness himself testified, and the 
Examiner finds, that the proposal to provide service to Chariton would not be 
economically feasible from the standpoint of Iowa Electric if Iowa Electric had 
to build any portion of the lateral. Manifestly, Iowa Electric’s request for 
natural-gas service for Chariton must be denied. 


Northern Indiana Public Service Co.—Ohio Valley Gas Corp. 


In Docket Nos. G-—12871 and G—12872, Northern Indiana seeks orders, under 
Section 7(a), directing American Louisiana Pipe Line Co. to sell certain volumes 
of natural gas to it (1) for distribution in the Town of LaGrange, Indiana; and 
(2) as a supplemental supply for its Northwest System. The volume of gas 
which it requests in Docket No. G-12871 is 750 Mcf per day; and in Docket No. 
G-—12872, 12,000 Mef per day. 

In Docket No. G—15457, Ohio Valley Gas Corp. filed an application, under 
Section 7(a), for an order directing American Louisiana to sell to it 1,350 Mef 
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of natural gas per day, which volume would be in addition to volumes now being 
delivered by American Louisiana to said applicant. By order issued August 7, 
1958, the Docket No. G—15457 proceeding was consolidated with the other pro- 
ceedings set out in the caption of this decision. 

The Staff recommends against the granting of these applications. Michigan 
Wisconsin, Panhandle, and Wisconsin Fuel also oppose such applications. 

The only supplies of gas on the system of American Louisiana which either 
Northern Indiana or Ohio Valley claims will be available for allocation are the 
following: (1) 59,885 Mcf per day which the Commission temporarily allocated 
to Michigan Wisconsin and Michigan Consolidated in certain proportions In re 
American Louisiana Pipe Line Co., Docket No. G—2306, 17 F.P.C. 657, 659; and 
(2) 57,000 Mcf per day of designed capacity which the Commission temporarily 
allocated to the same parties in certain proportions In re American Louisiana 
Pipe Line Co., Docket No. G—10396, order issued October 10, 1958, 20 F.P.C. 475. 
No allotment for such volumes of gas can properly be made except in those 
proceedings. Furthermore, by order issued December 19, 1958, in Docket Nos. 
G-10396 et al., the Commission allocated these volumes of gas to Michigan 
Consolidated Gas Co. 

It follows that an order requiring American Louisiana to deliver to Northern 
Indiana and Ohio Valley the volumes of gas requested by them in their Section 
7(a) applications, or any substantial portion thereof, would place an undue 
burden upon American Louisiana, and would destroy the ability of American 
Louisiana to render adequate service to its other present customers. Necessarily, 
these applications must be denied. 


Michigan Gas Utilities Co. 


In its application in Docket No. G—13858, Michigan Gas Utilities Co. sought 
an order, under Section 7(a), directing either American Louisiana or Michigan 
Wisconsin to construct a lateral from facilities of American Louisiana to a point 
on Michigan Gas Utilities’ Southern Division, and to sell natural gas to it for its 
Southern Division. In its briefs, Michigan Gas Utilities Co. principally argues 
for an order requiring Michigan Wisconsin to construct the lateral and to sell 
the gas to it. 

The Southern Division of Michigan Gas Utilities is located in the southeastern 
and south central part of Michigan; and includes the cities of Sturgis, Coldwater, 
Hillsdale and Monroe. At the present time, Panhandle supplies Michigan Gas 
Utilities with gas for this division. Panhandle delivers the gas for the Monroe 
area of the division at two points on its main pipeline; and the gas for the 
Sturgis, Coldwater and Hillsdale areas, at a point on a lateral of Panhandle 
designated as its West Michigan Line. 

The main pipeline system of American Louisiana extends from North Tepetate, 
Louisiana, to Detroit, Michigan, where American Louisiana delivers large volumes 
of natural gas to Michigan Consolidated. Commencing at a point of connection 
with its main-line system at Payne, Ohio, a pipeline of American Louisiana 
extends to Bridgman, Michigan, where such pipeline connects with the main 
pipeline system of Michigan Wisconsin, and where American Louisiana delivers 
large volumes of gas to Michigan Wisconsin. At two points on the Payne- 
Bridgman pipeline, laterals of Michigan Wisconsin extend to certain distribution 
areas served by Michigan Gas and Electric Co.; and at these two points, Amer- 
ican Louisiana delivers gas to Michigan Wisconsin for such markets. 

The proposal which Michigan Gas Utilities presses is that Michigan Wisconsin 
be required to install a lateral (to consist of 10.8 miles of 6’’ line), commencing 
at a point on American Louisiana’s Payne-Bridgman pipeline and extending in 
a northerly direction to Sturgis; and to sell and deliver gas at Sturgis for the 
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requirements of the Sturgis and Coldwater areas, or at least for the requirements 
of the former area. The volumes of gas thus sold by Michigan Wisconsin to 
Michigan Gas Utilities would be a portion of the volumes of American Louisiana 
gas already permanently allocated to Michigan Wisconsin by orders issued In re 
American Louisiana Pipe Line Co., Docket No. G—2306, and now delivered at 
Bridgman. American Louisiana would deliver the Sturgis-Coldwater gas to 
Michigan Wisconsin at the take-off of the lateral, and would deduct these 
volumes from the deliveries at Bridgman. If and when Michigan Wisconsin 
gas would be available for the Coldwater area, Michigan Gas Utilities would 
block off its own pipeline system just north of Coldwater, and Panhandle would 
continue to serve the requirements of the remainder of the Southern Division. 

American Louisiana is willing to supply the necessary volumes of gas to 
Michigan Wisconsin at the take-off of the proposed Sturgis lateral, instead of at 
Bridgman. Michigan Wisconsin is willing to construct the lateral and to render 
the service to Michigan Gas Utilities. 

The Staff and intervenors Panhandle and Wisconsin Fuel oppose the request 
of Michigan Gas Utilities. The Staff and Panhandle contend that since Amer- 
ican Louisiana would have to back off on its deliveries at Bridgman to the 
extent of the volumes delivered at the Sturgis lateral, the proposal of Michigan 
Gas Utilities would involve “a revision of the permanent allocations of American 
Louisiana gas” heretofore made in the American Louisiana proceeding, Docket 
No. G-—2306, and that Michigan Gas Utilities is “attempting to reach already 
committed supplies.” The Examiner does not agree. There has been no com- 
mitment of the American Louisiana gas to particular customers of Michigan 
Wisconsin, nor would it be feasible to make such a commitment. Michigan Gas 
Utilities correctly says that, while Michigan Wisconsin’s customers are entitled 
to receive the quantities of gas now allocated to them, they do not have a right 
to “particular sources of Michigan Wisconsin’s supply”; that the cut-back by 
American Louisiana at Bridgman will be offset by corresponding volumes of the 
Laverne gas; and that “delivery by American Louisiana to Michigan Wisconsin 
[at the proposed lateral] involves only a new delivery point; it does not change 
in any way the quantities which American Louisiana serves to Michigan Wis- 
consin.” Where, as is true of Michigan Wisconsin, a pipeline company’s opera- 
tions and sources of supply are integrated, a customer of the pipeline has no 
preemptive right to deliveries of gas from certain particular sources. In re 
United Gas Pipe Line Co., Docket No. G—1142, Examiner’s decision issued 
July 21, 1955, 14 FPC 353, 402, 405, and cases there cited; affirmed, with 
modifications immaterial here, by order issued November 8, 1955; order af- 
firmed, insofar as material, Mississippi River Fuel Corp. v. Federal Power Com- 
mission, 252 F. 2d 619, 623. The Commission authorizations for American 
Louisiana’s sale and delivery to Michigan Wisconsin of the volumes of gas 
which it now delivers at Bridgman specify no point of delivery. They are 
general authorizations for American Louisiana “to transport and sell in inter- 
state commerce to Michigan Wisconsin Pipe Line Co. natural gas” in certain 
specified volumes. In re American Louisiana Pipe Line Co., Docket No. G—2306, 
15 F.P.C. 23, 43; 16 F.P.C. 897, 909; 17 F.P.C. 300, 302; 17 F.P.C. 657, 659. Hence, 
the granting of no other or additional authorization to American Louisiana is 
necessary in order for it to make the needed deliveries of gas to Michigan Wis- 
consin at the take-off of the Sturgis lateral instead of at Bridgman. 

The application of Michigan Gas Utilities is unopposed on its merits by the 
Staff, but is so opposed by Panhandle and Wisconsin Fuel. The evidence 
shows that, with Panhandle as the sole source of supply for the Southern Di- 
vision, Michigan Gas Utilities has been undergoing a serious gas shortage in 
that division over a period of years last past; and is now undergoing such @ 
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shortage. By the estimates of Michigan Gas Utilities, which appear to be 
reasonable and valid, said applicant’s peak-day requirements for its Southern 
Division in the 1958-59 winter are 27,187 Mcf; and, in the winters of 1959-60 
and 1960-61, will be 31,313 Mcf and 35,314 Mcf, respectively. Moreover, the 
record discloses that there are 2,291 space-heating applications in the Southern 
Division which cannot be filled; and that the space-heating saturation in the 
division ranges from only 36.5% in Monroe to only 38% in Sturgis. The pres- 
ent peak-day supply which Michigan Gas Utilities receives from Panhandle is 
only 18,000 Mcf. The record discloses that Panhandle has no plans for the 
enlargement of its system, within the reasonably near future, so as to enable 
it to take care of the requirements of Michigan Gas Utilities. In the event the 
Commission order in Docket No. G—10396 et al., issued December 19, 1958 (per- 
mitting Panhandle to abandon service to Michigan Consolidated), becomes final, 
Panhandle, under a plan submitted by it in that proceeding, proposed to in- 
crease its peak-day deliveries to Michigan Gas Utilities by 5,500 Mcf. Ob- 
viously, this additional volume would fall far short of meeting Michigan Gas 
Utilities’ needs. The order in Docket No. G—10396 et al. requires that Pan- 
handle submit a new plan which should provide that greater volumes go to 
domestic and commercial consumers than Panhandle proposed. Such an ar- 
rangement should result in Michigan Gas Utilities receiving some greater addi- 
tional volume than 5,500 Mcf. But there is no indication, or basis for inferring, 
that the additional volume of Panhandle gas would be anywhere near enough 
to meet the “compelling needs” of Michigan Gas Utilities. 

Michigan Gas Utilities recognizes that it does not have to have a third-year 
allotment of gas, as would be needed for the economic feasibility of a proposed 
system. While Michigan Gas Utilities desires as large an allotment of gas 
as can be had towards meeting the requirements of the Sturgis and Coldwater 
areas, its executive vice president testified that the company’s need for gas is 
so urgent that it would be willing to accept a supply of gas which would be 
limited to the requirements of the former area alone. The record shows that, 
at the end of 1957, there were 990 space-heating customers in the Sturgis area. 
In 1958, Michigan Gas Utilities added a limited number of additional space- 
heating customers in the area. The record does not disclose exactly how many, 
but does afford basis for the inference that the number was on the order of 80, 
bringing the total number of space-heating consumers in such area to approxi- 
mately 1,070. 

It has been seen that the estimated third-year annual requirements of Earlville 
and Bethany are respectively 58,049 Mcf and 254,614 Mcf. It will be developed 
herein that a reasonable estimate of the annual volume required for the 30,957 
additional space-heating customers, hereinafter provided for, on the systems 
of Michigan Wisconsin’s utility customers, is 5,015,034 Mcf. The total of these 
three volumes is 5,327,697 Mcf. As further brought out hereinafter, the 
Examiner, for present purposes, has accepted a staff figure of 6,488,866 Mcf as 
representing the expanded capacity of the Michigan Wisconsin system which 
will be available for allocating or holding as a reserve. The difference between 
the 5,327,697 Mcf and the 6,480,866 Mcf, is 1,153,169 Mcf. 

The record does not disclose just what is the annual requirement for the 
Sturgis area on the basis of the installations now attached to the system. 
However, in 1957, the annual requirement was 654,945 Mcf, and the installations 
since that time have been minor. The Examiner is of the view that a sufficient 
portion of the 1,153,169 Mcf can be spared to supply the present requirements 
of the Sturgis area; but that the remainder of the 1,153,169 Mcf should be 
reserved for meeting abnormally cold heating seasons and emergency situations 
on the Michigan Wisconsin system. 
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Panhandle and Wisconsin Fuel note that the plan of Michigan Gas Utilities 
calls for the point of delivery of some of the gas with which Panhandle now 
supplies Michigan Gas Utilities to be changed from Panhandle’s West Michigan 
lateral to the two points on Panhandle’s main pipeline where that company 
delivers gas for the Monroe area; and that such change would conflict with 
provisions in the contract between Panhandle and Michigan Gas Utilities. The 
changed delivery points would involve a small saving to Panhandle, since the 
distance that Panhandle would have to transport the gas would be less. If 
Panhandle should refuse to change the points of delivery of the necessary 
volumes, appropriate action can be taken in another proceeding to compel 
Panhandle to do so. “The Commission has full jurisdiction and authority to 
amend, alter or modify any contract relating to Panhandle’s obligations under 
the Natural Gas Act when such action becomes necessary to assure compliance 
with the provisions of that Act.” Jn re Panhandle Kastern Pipe Line Co., 6 
F.P.C. 196, 203. 

Panhandle and Wisconsin Fuel advance a number of additional objections 
to Michigan Gas Utilities’ application. The Examiner has considered them; 
but either they do not seem to be of sufficient importance to be discussed herein, 
or else they have been sufficiently met by the foregoing treatment. 

There appears, however, to be one requisite which must be met before the 
plan of Michigan Gas Utilities for Michigan Wisconsin to sell gas to it at 
Sturgis can be consummated. In the Examiner’s opinion, Section 7(a) of the 
Natural Gas Act, properly construed, does not empower the Commission to direct 
Michigan Wisconsin to install a lateral from the pipeline of American Louisiana 
to Sturgis. For the lateral would not be connected to Michigan Wisconsin’s 
present system, and hence would not be an “extension” of the transportation 
facilities of Michigan Wisconsin. It has been observed that Michigan Wisconsin 
is willing to construct the lateral. The Examiner infers, therefore, that Michi- 
gan Wisconsin will be willing to seek certificate authorization for the construc- 
tion thereof. This was the course of action taken by Michigan Wisconsin in a 
similar situation, involving the construction by it of laterals (referred to above) 
off of the very same American Louisiana pipeline for the purpose of supplying 
Michigan Gas and Electric Co. with gas for certain market areas. See 16 F.P.C. 
at pp. 899-900. 

The Examiner concludes that Michigan Wisconsin should be directed to sell 
natural gas to Michigan Gas Utilities at Sturgis; provided, however, that the 
direction should be conditioned (1) upon Michigan Wisconsin first seeking and 
obtaining a certificate of public convenience and necessity for the construction 
and operation of the Sturgis lateral; (2) upon Michigan Gas Utilities utilizing 
the gas solely to meet the requirements of the Sturgis area; and (3) upon 
Michigan Gas Utilities refraining from attaching any more space-heating cus- 
tomers in such area, unless hereafter authorized to do so. 


ALLOCATION OF AVAILABLE GAS ON MICHIGAN WISCONSIN SYSTEM 


At present, Michigan Wisconsin has 21 customers which operate distribution 
systems. Michigan Wisconsin’s obligation to deliver gas to the principal one of 
these customers, Michigan Consolidated Gas Co., is limited to a maximum of 
66,357,000 Mcf annually. In re American Louisiana Pipe Line Co., 15 F.P.C. 23, 
44. Restrictions upon deliveries to the other 20 utility customers chiefly consist 
of the limitation on the number of consumers for whom each of such 20 customers 
is permitted to furnish space-heating service. As stated, these limitations are 
set out in Michigan Wisconsin’s tariff. The Commission has made several revi- 
sions of the space-heating restrictions, the most recent of which became effective 
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on October 20, 1957. As thus revised, the number of space-heating consumers 
specified for all of the 20 distribution customers total 242,471. 

In its main brief, Michigan Wisconsin claimed that the supply of gas from 
the Laverne Field involved in these proceedings is 40,000 Mcf per day. It pro- 
posed that 10,000 Mcf per day of the additional capacity be allocated to Michigan 
Consolidated ; and that the remaining 30,000 Mcf be allocated to Michigan Wis- 
consin’s other customers in accordance with their respective estimates of the 
number of space-heating consumers which they could add to their systems in 
1959. Panhandle takes the position that the supply of gas from the Laverne 
Field will be more than 40,000 Mcf per day: that 30,000 Mcf of the increased 
eapacity should be allocated equitably amongst Northern Illinois, Bethany, and 
Michigan Wisconsin’s present customers other than Michigan Consolidated ; and 
that all of such gas over and above 30,000 Mcf should be allocated to Michigan 
Consolidated. 

The Staff has made a thorough volumetric analysis of the various loads on 
Michigan Wisconsin’s system. The Staff develops the fact that a large portion 
of an increased volume of 40,000 Mcf per day will be needed for the following 
two purposes: (1) meeting the growth in residential and commercial base loads 
on the systems of the 20 distribution customers other than Michigan Consolidated, 
and (2) meeting increases on such distribution systems in firm industrial loads 
over which Michigan Wisconsin has no control under its tariff. The record 
contains the 20 distributors’ estimates (most of which were made in the spring 
of 1958) of these annual firm non-space-heating loads as of December 31, 1958, 
in the total amount of approximately 46,114,832 Mcf. ‘Che Staff allows for such 
estimated loads. The Staff also allows for the annual space-heating loads of the 
customers now attached to the distribution systems, at a consumption factor, 
estimated by the Staff, of 162 Mcf per customer. The total present space-heating 
loud which the Staff thus arrives at is 39,280,302 Mcf. 

The Staff also takes into account the annual volume of 66,357,000 Mcf which 
Michigan Wisconsin sells to Michigan Consolidated. 

The Staff computes the annual salable capacity of the Michigan Wisconsin 
system, on completion of the “A” and “B” facilities, to be 158,233,000 Mecf, broken 
down as follows: original main-line capacity, 110,595,000 Mecf: permanent alloca- 
tion from American Louisiana, 33,038,000 Mcf; and gas from the Laverne Field 
(40,000 Mcf per day), 14,600,000 Mcf. 

The Staff concludes, on the basis of the foregoing figures, that, when the “A” 
and “B” facilities are completed, 6,480,866 Mef of additional gas, on an annual 
basis, will be available for allocation and as a reserve. The Staff takes the 
position that none of the available gas should be allocated to Michigan Con- 
solidated. The Staff recommends that the volume available should be utilized 
(1) for meeting the requirements of Section 7(a) applicants and interveuors 
seeking service; (2) for increases in the number of space-heating customers on 
certain of the 20 distribution systems: and (3) for meeting abnormally cold 
heating seasons and emergency situations. 

In the light of the argument in Panhandle’s brief, the Examiner is of the view 
that the total estimate of 46,114,832 Mcf for the firm non-space-heating load on 
December 31, 1958, is excessive to a substantial extent. In the first place, the 
estimates were made on the assumption that there would be an unrestricted 
supply of gas available from Michigan Wisconsin for space heating, which factor 
in turn would augment the base-load estimates. In the second place, Panhandle’s 
tariff, not embodying a two-part demand-commodity form of rate, has no take- 
or-pay provision. In the third place, the record discloses that in the past, the 
volumes taken by many of the distributors have fallen well short of their prior 
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estimates. A portion of the difference between whatever lesser volume than 
46,114,832 Mcf was the actual firm non-space-heating load on December 31, 1958, 
and 46,114,832 Mcf, can be used for meeting the growth in such load after 
December 31, 1958. The remainder of such difference will afford protection to 
Michigan Wisconsin against colder-than-normal winters and emergencies in addi- 
tion to the volume hereinbefore allowed for these purposes. 

The staff estimate of 162 Mcf as being the annual consumption per space- 
heating customer appears to be justified. The Staff arrived at this factor by 
totalling the 20 utility customers’ estimates of residential and commercial space- 
heating consumption in 1959, and by dividing the total by the average number 
of residential and space-heating customers in that year, as derived from the 
estimates of the utility customers. 

The Examiner accepts, for present purposes, the staff computation of the 
annual salable capacity of the Michigan Wisconsin system, 158,233,000 Mcf. 
Panhandle argues forcefully that the evidence shows that Michigan Wisconsin’s 
contracts with Laverne producers and the “A” and “B” facilities will permit the 
delivery of 50,000 Mcf per day from the Laverne Field instead of 40,000 Mcf. 
The Examiner will not pass upon such point at this time. During the period 
intervening between the filing of its main brief and its reply brief, Michigan 
Wisconsin filed a motion with the Commission in Docket No. G-13246 to modify 
the certificate authorization heretofore granted so as to enable Michigan 
Wisconsin to transport 80,000 Mcf from the Laverne Field. In such motion, 
Michigan Wisconsin avers that it has purchased additional gas reserves in 
such field, and that additional reserves have been established by further 
development of acreage dedicated to Michigan Wisconsin under its original 
contracts; and that as a result, Michigan Wisconsin’s gas supply in the 
Laverne Field will now support a take therefrom of 80,000 Mcf per day. In 
the reply brief, however, Michigan Wisconsin asserts that the allocation of 
“the initial 40,000 Mcf per day of Laverne gas” can and should be disposed 
of on the basis of the present record. The Commission has not as yet acted 
upon the motion. It seems advisable that the questions of what supplies from 
the Laverne Field are available to Michigan Wisconsin over and above 
40,000 Mcf, and what additional facilities need be certificated in order to 
transport the same, should await development at a later stage of this proceeding, 
or in some other proceeding. 

The Examiner agrees with the Staff that, according to the evidence, the 
needs of Michigan Consolidated for additional gas are not so pressing as 
are those of the other customers of Michigan Wisconsin to whom allotments of 
space-heating consumers will be made herein; and that no additional volume 
of gas should be allocated to Michigan Consolidated. Michigan Consolidated 
is adding additional space-heating customers freely. The additional gas 
appears to be desired by it for its estimated deliveries in the 1959-60 winter 
heating season. 

To recapitulate, the volumes on an annual basis (in addition to the Michigan 
Consolidated load of 66,357,000 Mcf) which the Examiner has hereinbefore 
determined should be allowed for, or reserved, are as follows: (1) Earlville, 
58,049 Mcf; (2) Bethany, 254,614 Mcf; (3) Michigan Gas Utilities, abnormally 
cold heating seasons and emergencies, 1,153,169 Mcf; (4) firm non-space-heating 
loads, abnormally cold heating seasons and emergencies, 46,114,832 Mcf: and 
(5) present space-heating load, 39,280,392 Mcf. There remains for allocation 
an annual volume of 5,015,034 Mcf. 

The Staff and Panhandle point out that there are inequities in the present 
distribution of space-heating permits among the 20 remaining distribution 
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customers. At the time of the hearing, a majority of the 20 customers had many 
unused permits from allotments heretofore made by the Commission. On the 
other hand, a number of the companies had exhausted their space-heating 
customer quotas; and of these, several had long waiting lists of applicants for 
space-heating service. 

The Staff, in an attempt to overcome the inequities, proposes a plan of 
allocation under which the volume of gas available would be alloted to the 
customers most in need of it. The Staff says, and the evidence shows, that 
these customers are the following 9 companies: Michigan Gas Utilities Co. 
(Western Division), Wisconsin Natural Gas Co., Wisconsin Power and Light Co., 
Wisconsin Public Service Corp., Iowa Southern Utilities Co., St. Joseph Light 
& Power Co., Wisconsin Michigan Power Co., Michigan Gas and Electric Co., 
and Milwaukee Gas Light Co. 

Of these 9 companies, the first 6 had entirely exhausted their space-heating 
allotments, and most of them had a large number of applications on file for 
space-heating service. 

The next company, Wisconsin Michigan Power, at the end of June 1958, had 
nearly exhausted its quota (4,049 attachments out of a total allotment of 4,469). 

The operations of the next company, Michigan Gas and Electric, are in 
what is referred to as its “old market areas” and its “new market areas.” 
Prior to September 4, 1956, the Commission had allotted 11,104 space-heating 
permits to this company. By order issued September 4, 1956, the Commission 
ordered Michigan Wisconsin to furnish natural gas to Michigan Gas and Electric 
for the “new market areas,” with a limitation on the number of space-heating 
eustomers of 2,908. 16 F.P.C. 897, 899-900, 908. By June 1958, Michigan Gas 
and Electric had exhausted its allotment in the “old areas,” and had 1,428 
applications for space heating on file. In the “new areas,” the company at 
that time had connected 1,536 space-heating customers of the allotment. of 
2,908; and expected to connect the remainder before the end of the year. 

The last of the 9 companies, Milwaukee Gas Light, serves by far the most 
populous area of any of the 20 utility companies. It distributes natural gas 
in Milwaukee and 4 counties in southeastern Wisconsin—a service area having 
a population of 975,000. The company’s present space-heating quota is 110,896. 
Of this number, on August 29, 1958, it had used up all but 2,198. In the first 
8 months of 1958, the company connected only 5,700 space-heating customers; 
but in 1957, when it promoted space-heating conversions aggressively, it added 
17,330 space-heating customers. With an additional quota of permits, the 
company proposes to resume active promotion of space-heating conversions. 
The space-heating saturation of the area which it serves is only 41%. The 
company’s estimate of additional space-heating connections in 1959, predicated 
upon an absence of space-heating restrictions, is 26,800. Making allowance for 
any over-optimism on the part of the company in this estimate, the Examiner 
concludes that Milwaukee Gas Light will have a real need for the allotment to 
it recommended by the Staff, as hereinafter explained. 

In the spring of 1958, all but 4 of the 20 distributors made estimates of the 
space-heating customers which they anticipated having on December 31, 1958. 
In these estimates, the distributors assumed that there would be no restrictions 
on space heating. The other four distributors have only recently been added 
to the Michigan Wisconsin system, and their loads are small. They rely upon 
market estimates submitted by them in 1956 in a prior proceeding in which the 
Commission directed Michigan Wisconsin to furnish the gas service to them. 
These estimates, also, are not predicated upon any space-heating restrictions. 
In the case of each of the 9 companies to whom the Staff recommends that 
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allotments be made, the estimate for December 31, 1958 substantially exceeded 
the present Commission allotment to such company. In the case of each of the 
other 12 companies (which include the 4 relying upon the estimates made in 
1956), the estimate for December 31, 1958, was substantially less than, or else 
no greater than, the present Commission allotment to such company. 

The staff proposal is that there be allowed each of said 9 companies the differ- 
ence between its present allotment and its estimate for December 31, 1958; and 
that no additional allotments be made to any of the other 12 distributors. The 
specific proposed increases in allotments thereby arrived at are as follows: 


Number of 
Company Space—Heating Customers 
Michigan Gas Utilities Co. (Western Division) 
Wisconsin Natural Gas Co 
Wisconsin Power and Light Co 
Wisconsin Public Service Corp. 
Iowa Southern Utilities Co 
St. Joseph Light & Power Co 
Wisconsin Michigan Power Co 
Michigan Gas and Electrie Co 
Milwaukee Gas Light Co 


Total 30, 957 


At the annual consumption factor per space—heating customer of 162 Mcf, the 
total annual volume of gas required for the 30,957 customers is 5,015,034 Mcf. 

The Examiner adopts the staff recommendation in toto. The Examiner is 
satisfied, and finds, that the allocation recommended by the Staff is a practicable 
means of overcoming, at least in substantial measure, the inequalities in the 
distribution of gas which at present exist on the system of Michigan Wisconsin ; 
that the allocation, properly, is based upon the estimates of those of the utility 
customers whose past estimates have proved to be more conservative and relia- 
ble than estimates of others of the utility customers; that the allocation will afford 
relief to those of the utility customers whose needs are most urgent; and that it 
is fair to all of the utility customers. 


GROUP “co” FACILITIES 


The Group “C” facilities which applicant Michigan Wisconsin seeks to have 
certificated in Docket No. G—13246 consist of 25.3 miles of 12%’’ loop of its 
Madison, Wisconsin, lateral; a Wisconsin “B” compressor station having three 
units; and additional horsepower at its Station 10. An adequate and reasonable 
estimate of the total cost of the facilities is $2,616,000. Michigan Wisconsin 
proposes to issue five-year promissory notes to finance such cost. This financing 
plan is adequate and reasonable. 

On September 16, 1958, the Commission issued a temporary authorization for 
the construction and operation of the major portion of these facilities; to wit, 
the 25.3 mile loop, and one of the three proposed compressor units (a 1,200 Bhp 
compressor unit) in the Wisconsin “B” Station. 

It appears that the facilities which the Commission has temporarily authorized 
were and are needed by Michigan Wisconsin to meet the demands of the 1958-59 
winter season; and that they will continue to be needed in meeting the demands 
of said applicant’s Wisconsin markets. It further appears that, upon completion 
of the Group “A” and Group “B” facilities, Michigan Wisconsin will have a 
sufficient gas supply to justify the permanent certification of the facilities tem- 
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porarily authorized; and that the construction and operation of such portion 
of the “C” facilities is economically feasible on the basis of Michigan Wisconsin’s 
present rate. In the Examiner’s opinion, the certificate of convenience and 
necessity heretofore issued to Michigan Wisconsin in Docket No. G—13246 should 
be so supplemented as to authorize said company to construct and operate such 
portion of the “C” facilities. 

Authorization of the remainder of the “C” facilities is not justified on the 
basis of the present record. The evidence does not demonstrate that Michigan 
Wisconsin has a firm annual gas supply sufficient to warrant their construction 
and operation. It may be that the additional gas supplies in the Laverne Field 
which are a subject matter of Michigan Wisconsin’s motion to modify the 
certificate heretofore issued in Docket No. G-13246 warrant the construction of 
the remainder of the “C” facilities; but there is as yet no proof respecting such 
additional gas supplies. 


FINDINGS AND CONCLUSIONS SUPPLEMENTAL TO THOSE CONTAINED IN EXAMINER’S 
DECISION ISSUED HEREIN JUNE 4, 1958, AND ADOPTED BY COMMISSION BY ORDER 
ISSUED JUNE 20, 1958, 19 F.P.C. 989 


Upon consideration of the evidence adduced and the briefs of counsel, it is 
further found and concluded that: 

(1) The Group “C” facilities, above described, are subject to the requirements 
of Section 7(c) of the Natural Gas Act, as amended. 

(2) The portion of the Group “C” facilities hereinafter authorized are adequate 
to render the service which Michigan Wisconsin proposes by means of such 
portion, and which said applicant is hereinafter authorized to provide. 

(3) Michigan Wisconsin is a qualified applicant and is able and willing prop- 
erly to do the acts and to perform the service proposed by means of the portion 
of the Group “C” facilities hereinafter authorized, and is willing to conform 
to the provisions of the Natural Gas Act, and the requirements, rules and 
regulations of the Commission thereunder. 

(4) The construction and operation of the portion of the Group “C” facilities 
hereinafter authorized are required by the present and future public convenience 
and necessity, and a supplemental certificate should be issued in Docket No. 
G-—13246 authorizing such construction and operation. 

(5) The certificate of convenience and necessity heretofore granted to Michi- 
gan Wisconsin Gas Co. in Docket No. G—13246 and modified by the supplemental 
order herein, should be conditioned upon Michigan Wisconsin so revising the 
pertinent provisions of its tariff as to increase the number of space-heating 
customers of its distributing-company customers to be allowed additional space- 
heating consumers, as specified in the foregoing decision, by the respective 
numbers set out in such decision; Provided, however, that Michigan Wisconsin 
shall first complete the installation of the Group “A” and Group “B” facilities, 
either as authorized by the order herein of June 20, 1958, or in a modified form 
as permitted by subsequent Commission authorization; or else first complete 
a sufficient portion of such facilities, either as originally authorized or as later 
authorized, to permit the receipt into, and delivery from, its system of 40,000 
Mcf per day from the Laverne Field. 

(6) If intervenor City of Bethany, Missouri, desires an opportunity to present 
further evidence in support of the economic and financial feasibility of its project 
in the event this decision insofar as it relates to said intervenor should become 
effective as the decision of the Commission, or should be affirmed by the Com- 
mission upon appeal, said intervenor should, within 20 days from the date of 
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issuance of these supplemental findings and order, file a statement in writing 
with the Commission making known such desire. If said intervenor fails to 
file such statement, it should thereby be foreclosed from making such further 
showing. 

(7) It is necessary and desirable in the public interest that the Commission 
by order direct Michigan Wisconsin to establish physical connection of its 
transportation facilities with those of Northern Illinois Gas Co., at the point 
of connection near Earlville, Illinois, described in the foregoing decision, and 
direct the sale and delivery by Michigan Wisconsin of natural gas to Northern 
Illinois Gas Co. for Earlville and environs, in accordance with Michigan Wis- 
consin’s presently filed tariff, or as such tariff may hereafter legally be changed, 
with a limitation that Northern Illinois Gas Co. may attach no more than 227 
space-heating customers. 

(8) It is necessary and desirable in the public interest that the Commission 
by order direct Michigan Wisconsin to establish physical connection of its trans- 
portation facilities with those of, and to sell and deliver natural gas to, Michigan 
Gas Utilities Co. at Sturgis, Michigan, in accordance with Michigan Wisconsin’s 
presently filed tariff, or as such tariff may hereafter legally be changed; 
Provided, however, that such order should be conditioned (1) upon Michigan 
Wisconsin first seeking and obtaining a certificate of public convenience and 
necessity for the construction and operation of a lateral between the Payne- 
Bridgman pipeline of American Louisiana Gas Co. and Sturgis, as described in 
the foregoing decision; (2) upon Michigan Gas Utilities Co. utilizing the gas 
which it receives from Michigan Wisconsin solely to meet the requirements of 
the Sturgis area; and (3) upon Michigan Gas Utilities refraining from attach- 
ing any more space-heating customers in such area, until and unless authorized 
so to do by further order of the Commission. 

(9) The furnishing by Michigan Wisconsin of the gas service described in 
findings (7) and (8) hereof will place no undue burden upon Michigan Wisconsin. 
Michigan Wisconsin will not be required to enlarge its transportation facilities 
in order to furnish such service. Its ability to render adequate service to its 
present customers will not be impaired. 


SUPPLEMENTAL ORDER TO THAT CONTAINED IN EXAMINER'S DECISION ISSUED 
HEREIN JUNE 4, 1958, AND ADOPTED BY COMMISSION BY ORDER ISSUED JUNE 
20, 1958, 19 F.P.C. 989 


WHEREFORE, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its Rules of Prac- 
tice and Procedure, that: 

(A) The certificate of public convenience and necessity heretofore issued in 
Docket No. G—13246, authorizing Michigan Wisconsin Pipe Line Co. to construct 
and operate the Group “A” and Group “B” facilities, be and the same is hereby 
modified and supplemented by authorizing Michigan Wisconsin to construct and 
operate the portion of the Group “C” facilities temporarily authorized by the 
Commission on September 16, 1958, as described in the foregoing decision. 

(B) The application of Michigan Wisconsin Pipe Line Co. in Docket No. 
G-—13246, insofar as it seeks authorization for the construction of the remainder 
of the Group “C” facilities, be and the same is hereby denied. 

(C) The certificate of public convenience and necessity issued in Docket No. 
G-13246 be and the same is hereby conditioned upon Michigan Wisconsin so 
revising the pertinent provisions of its tariff as to increase the number of space- 
heating customers of its following distribution-company customers by the re- 
spective numbers as follows: 


556—-794—63——__39 
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Number of Additional 


Company Space-Heating Customers 
Michigan Gas anid Miectrie Co 225s lee 996 
Michigan Gas Utilities Co. (Western Division) -------.-------_-- 1, 468 
meawacnes’ Gam’ TA Ces 2 ee lee 15, 454 
Waseem THGtGPRT "Gas QO es) ii a deeb 6, 100 
Wwipcommn TOweae’ abe 2AGNC O62 2. os 1, 887 
Wisconsin Public Service Corp... ...............-......-.. 3, 863 
Wisconsin Michigan Power Co_.....................~.---....... 236 
lowe Boeutnern Utes Oe. i oso i in dosed ee 568 
Re: Jobe Taent eS  PewWer C053 5 a a i 385 

IN aisha enacting sss aaealaisnani sce shee oh 30, 957 


Provided, however, that Michigan Wisconsin shall first complete the installa- 
tion of the Group “A” and Group “B” facilities, either as authorized by the 
order herein of June 20, 1958, or in a modified form, as permitted by subsequent 
authorization; or else first complete a sufficient portion of such facilities, either 
as originally authorized or as later authorized, to permit the receipt into, and 
delivery from, its system of 40,000 Mcf per day from the Laverne Field. 

(D) As a further condition attached to the exercise of the rights granted 
under the certificate issued in Docket No. G—13246, in the event intervenor City 
of Bethany, Missouri, should file the statement referred to in paragraph (6) of 
the Findings and Conclusions, expressing a desire to make a further showing 
relative to the economic and financial feasibility of its project, Michigan Wis- 
consin shall reserve, from the increased delivery capacity of its gas system, 
254,614 Mcf on an annual basis, for said intervenor, pending the Commission’s 
final order respecting said intervenor. 

(E) The certificate in Docket No. G—13246, as hereby modified and supple- 
mented, shall be accepted in writing and under oath, by a responsible official of 
Michigan Wisconsin; and the general terms and conditions set forth in para- 
graphs (a), (b), (c)(1), (¢)(3), (ce) (4), and (e) of Section 157.20 of the 
Commission’s Regulations under the Natural Gas Act shall attach to the is- 
suance of the certificate, as hereby modified and supplemented, and to the 
exercise of the rights granted thereunder. 

(F) The grant of the certificate, as hereby modified and supplemented, shall 
not be construed as a waiver of the requirements of Section 4 of the Natural 
Gas Act, or of Section 154 of the Commission’s Regulations under the Natural 
Gas Act; and is without prejudice to any findings or orders which have been 
or may hereafter be made by the Commission in any proceeding now pending 
or hereafter instituted by or against Michigan Wisconsin. 

(G) In Docket No. G—13408, Michigan Wisconsin Pipe Line Co. be and the 
same is hereby directed to extend its transportation facilities to a town border 
station of Northern Illinois Gas Co. to be located approximately one-half mile 
from the city limits of Earlville, Illinois, and to establish and maintain physica} 
connection of its transportation facilities with the facilities to be constructed 
by Northern Illinois, and to sell and deliver natural gas to Northern Illinois 
Gas Co. in accordance with Michigan Wisconsin’s presently filed tariff, or as 
such tariff may hereafter legally be changed, with a limitation of 227 as the 
number of space-heating customers which Northern Illinois may attach on its 
distribution system in Earlville and environs, 

(H) The engineering report relative to the Earlville project of Northern 
Illinois Gas Co. is not hereby endorsed or approved; nor is endorsement or 
approval given to any estimates, fees or projected method or manner of opera- 
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tion contained in such engineering report or shown by the testimony concerning 
such project. 

(1) Unless Northern Illinois Gas Co., within the period of one year from the 
date on which this order issues, shall have constructed and placed in operation 
its project to the extent of being able to receive service from Michigan Wis- 
consin, paragraph (G) hereof shall no longer be in force or effect. 

(J) In Docket No. G—13858, Michigan Wisconsin Pipe Line Co. be and the 
same is hereby directed to establish and maintain physical connection of the 
proposed lateral referred to below with the facilities of Michigan Gas Utilities 
Co. at Sturgis, Michigan, and to sell and deliver natural gas to Michigan Gas 
Utilities Co. at Sturgis, in accordance with Michigan Wisconsin’s presently filed 
tariff, or as such tariff may hereafter legally be changed; Provided, however, 
that such direction shall not become effective unless and until Michigan Wis- 
consin shall have sought and obtained a certificate of public convenience and 
necessity for the construction and operation of a lateral between the Payne- 
Bridgman pipeline of American Louisiana Gas Co. and Sturgis, as described in 
the foregoing decision; and Provided, further, that Michigan Gas Utilities Co. 
shall utilize the gas which it receives from Michigan Wisconsin solely to meet 
the requirements of its Sturgis area; and that Michigan Gas Utilities shall 
refrain from attaching any more space-heating customers in such area than it 
now has, until and unless authorized so to do by further order of the Commission. 

(K) Michigan Wisconsin shall report to the Commission in writing, under 
oath, the date of commencement of operations involving, and commencement of 
service to, Northern Illinois'Gas Co. at Earlville, and to Michigan Gas Utilities 
Co. at Sturgis. 

(L) The request of Iowa Electric Light and Power Co. that the certificate 
issued to Michigan Wisconsin be so conditioned as to require Michigan Wis- 
consin to extend a lateral to Chariton, Iowa, and to furnish natural gas for 
distribution in said city be and the same is hereby denied. 

(M) The applications of Northern Indiana Public Service Co. in Docket Nos. 
G-12871 and G-12872; and of Ohio Valley Gas Corp. in Docket No. G—15457, be 
and the same are hereby denied. 

HoweELt PurpDUvE, 
Presiding Examiner. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TEXAS ILLINOIS NATURAL GAS PIPELINE COMPANY, DOCKET NOS. 
G-14829, G-17094 ; UNITED CITIES GAS COMPANY, DOCKET NO. G—16215; 
SHELL OIL COMPANY, DOCKET NO. G-16766; HORACE C. HARGRAVE, 
ET AL., DOCKET NOS. G-17035, G-17036; SOUTH TEXAS NATURAL GAS 
GATHERING COMPANY, DOCKET NO. G-17050; SUNRAY MID-CONTIT- 
NENT OIL COMPANY, DOCKET NO. G-17051; UNION PRODUCING 
COMPANY, DOCKET NO. G-17087; ROY H. BETTIS AND G. FREDERICK 

SHEPHERD, DOCKET NO. G-17091 


ORDER DENYING MOTION FOR ISSUANCE OF SUBPENAS 


(Issued April 27, 1959) 


In pursuing its attempt to intervene in the above-captioned consolidated pro- 
ceedings under Section 7 of the Natural Gas Act, the Public Service Commission 
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of the State of New York has orally and in writing moved that subpenas be 
issued directing the appearance of three officers of pipeline companies (Trans- 
continental Gas Pipe Line Corporation, Tennessee Gas Transmission Company, 
and Trunkline Gas Company) and an unspecified number of gas purchase con- 
tracts to which Tennessee Gas Transmission Company is a party and which 
relate to natural gas being produced in Texas Railroad District No. 4. Two of 
these pipeline companies serve the New York State area and purchase natural 
gas in Texas Railroad District No. 4, in addition to making purchases of natural 
gas in other areas. 

On March 26, 1959, the Commission refused to allow the New York State 
Commission unlimited intervention in these consolidated proceedings but did 
permit its participation for the purpose of making a showing which will establish 
the existence of any real and valid interest which it might have. From its oral 
and written motions for subpenas and the statements by its representative 
counsel during the hearing, it appears that the New York State area is not 
directly concerned in the pending applications which are for certificates of public 
convenience and necessity under which a substantial block of natural gas would 
be added to the supplies available to Texas Illinois Natural Gas Pipeline Com- 
pany, a supplier in the Chicago area and elsewhere in the Midwest. 

While the New York State Commission does not offer any comment or evidence 
upon any of the facilities proposed to be certificated in these consolidated pro- 
ceedings, it does raise questions as to the prices proposed to be paid to the pro- 
ducers proposing to sell natural gas to Texas Illinois from Texas Railroad 
District No. 4. The New York State Commission fears that if certificates of 
public convenience and necessity are issued to the independent producers at the 
prices proposed to be charged, such prices may affect future prices to be paid by 
pipeline companies supplying the New York area. What the New York State 
Commission, in effect, is seeking to do is to convert these proceedings into pro- 
ceedings involving conjectural and speculative increases which consumers in the 
State of New York may be required to pay in the future. Thus, the position of 
the New York State Commission is analogous to that of Memphis Light, Gas and 
Water Division in proceedings involving American Louisiana Pipe Line Company. 

In that case Memphis complained that prices which producers proposed to 
charge American Louisiana might ultimately affect the prices which Memphis’ 
supplier, Texas Gas Transmission Company, would have to pay for natural gas 
to serve Memphis. American Natural did not propose to supply natural gas to 
Memphis. In that case, as in the instant case, we granted the right to limited 
participation. Memphis, complaining of denial to full right of intervention and 
the grant of certificates of public convenience and necessity to the independent 
producers proposing to sell gas to American Louisiana, filed a petition for review 
of the Commission’s action denying full right of intervention and the grant of 
certificates to the independent producers. The Commission’s action, however, 
was affirmed in Memphis Light, Gas and Water Div. v. Federal Power Commis- 
sion, 243 F. 2d 628 (D.C. Cir. 1957) wherein the Court, among other things, said: 

How prices paid by American Louisiana to its suppliers, which were not 
alleged to have any relationship with Texas Gas, would adversely “affect” 
prices to be paid by Texas Gas to its suppliers, or how or when prices paid 
by Texas Gas would adversely affect Memphis remained for the Commis- 
sion’s speculation. There is no allegation that the Commission had approved 
or would approve the price adjustment or favored nation clauses, or that 
“the prices” are unreasonable... That there is no allegation of direct and 
immediate injury to Memphis seems obvious. That the Commission could 
readily conclude, in view of Phillips Petroleum Co. v. State of Wisconsin 
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[347 U.S. 672] that it is authorized effectively to deal with future rate prob- 
lems if and when they might arise seems equally clear. Absent a showing 
by Memphis of entitlement to intervene as of right, it was open to the Com- 
mission to conclude Memphis had equally failed to demonstrate current 
aggrievement calling for intervention in the exercise of its discretion. 

If new purchases of natural gas in Texas Railroad District No. 4 seem desirable 
to any pipeline company, including those serving the New York State area, both 
the purchasing pipeline company and the producer from whom the gas is pur- 
chased must come before the Commission and show what is proposed under the 
then circumstances. At that time the New York State Commission will have 
full opportunity to intervene as a matter of right under our regulations and to 
present appropriate evidence and arguments on the rates and other matters. But 
intervention by the New York State Commission in the Texas Illinois consoli- 
dated proceedings does not appear to us to be either reasonable, appropriate, or 
necessary in the public interest as a remedy to accomplish the objectives which 
it states. 

Furthermore, the New York State Commission’s allegations in its pleadings 
filed in these proceedings has not demonstrated that the evidence which it seeks 
to obtain through the issuance of subpenas is relevant and material to the inquiry 
in the Texas Illinois consolidated proceedings. The burden rests on the New 
York State Commission to establish affirmatively its right to intervene in these 
proceedings and this it must do by its own factual presentations to justify inter- 
vention in the consolidated proceedings. As an incidental matter, the evidence 
which it desires to obtain through exercise of subpena power could have been 
obtained from the Commission’s files and presented in support of its intervention 
long before this, had it cared to do so. The New York State Commission was 
granted limited participation to enable it to establish affirmatively its right to 
intervene. 


The Commission finds: 


Issuance of the requested subpenas has not been shown to be reasonable or 
appropriate to the issues raised in these consolidated proceedings nor to be appro- 
priate under the circumstances. 


The Commission orders: 


The motion of the Public Service Commission of the State of New York for 
subpenas for attendance of witnesses and for the production of documents is 
hereby denied. 

Commissioner Connole concurring in the result. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


NATURAL GAS STORAGE COMPANY OF ILLINOIS, DOCKET NO. G—14872 
ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued April 27, 1959) 


Natural Gas Storage Company of Illinois (Applicant) filed, on February 18, 
1959, as supplemented on March 11, 1959, a motion to amend paragraph (B) (1) 
of the Commission’s order issued on October 27, 1958, In the Matter of Natural 
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Gas Storage Company of Illinois, Docket No. G-14872, 20 FPC 551, as hereinafter 
described, all as more fully described in the motion as supplemented. 

The order referred to above authorized Applicant to construct and operate 
additional natural gas facilities in the Herscher Storage Field in Kankakee 
County, Illinois, for the purpose of testing the Mt. Simon formation as a storage 
reservoir. Paragraph (B)(1) of the order provides “The maximum inventory 
of natural gas in zones 3 and 4 of the Eau Clair-Mt. Simon formations to be 
tested for storage purposes shall be 5 billion cubic feet.” 

The motion as supplemented requests that paragraph (B)(1) of the Com- 
mission’s order be amended to provide a maximum inventory of 10 billion cubic 
feet in lieu of the existing limitation of 5 billion cubic feet. 

Applicant states that because of the unusually early severe cold weather and 
other unavoidable delays, only 3.7 billion cubic feet of gas had been injected by 
December 31, 1958. It states further than the 5 billion cubic feet maximum 
inventory would be reached during the 1959 input period and that unless the 
present limitation is removed, it will be necessary to suspend injections. 

Applicant states that in an observation well completed above the point of 
injection of gas into the Mt. Simon, no fluid response has been observed incident 
to injection of gas into or withdrawals from the Mt. Simon and that to date the 
reservoir has performed as expected and appears to be “gas tight.” 


The Commission finds: 

It is necessary and appropriate to carry out the provisions of the Natural 
Gas Act, and the public convenience and necessity require, that the order of the 
Commission issued October 27, 1958, In the Matter of Natural Gas Storage Com- 
pany of Illinois, Docket No. G—14872, be amended as hereinafter ordered. 


The Commission orders: 

(A) Paragraph (B)(1) of the Commission’s order issued October 27, 1958, 
In the Matter of Natural Gas Storage Company of Illinois, Docket No. G—14872, 
is hereby amended to read as follows: 

(1) The maximum inventory of natural gas in Zones 3 and 4 of the Eau Clair- 
Mt. Simon formations to be tested for storage purposes shall be 10 billion 
cubic feet. 

(B) In all other respects, said order shall remain unchanged. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


AMERICAN CAN COMPANY, PROJECT NO. 2212 
ORDER ISSUING LICENSE (MAJOR) 
(Issued April 28, 1959) 


Application was filed July 16, 1956, by Marathon Corporation, of Menasha, 
Wisconsin, for a license under Section 4(e) of the Federal Power Act (hereinafter 
referred to as the Act) for an existing waterpower development, designated as 
Project No. 2212, located on the Wisconsin River, a navigable waterway of the 
United States, and its tributary, Rib River, in the region of Wausau, Schofield, 
and Rothschild, in Marathon County, Wisconsin. 

On August 28, 1958, American Can Company, of New York, New York, filed 
an application to amend the above-mentioned application for license so as to 
show American Can Company’s acquisition of the property comprising Project 
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No. 2212, and request was made that any license issued for the project be issued 
to American Can Company. The latter submitted documentary evidence of the 
proof of its acquisition of the project property on December 3, 1957, and advised 
of its intention to operate the project in connection with the manufacturing 
facilities at Rothschild, Wisconsin, which were also acquired by American 
Can Company. 

On the basis of the foregoing, the Commission’s records on Project No. 2212 
have been changed to show American Can Company as applicant for license for 
Project No. 2212 and shall hereinafter, for the purposes of this order, be 
considered applicant. 

The project was originally constructed in 1910 by predecessors in interest of 
the Applicant and is known as the Rothschild Project. No alterations to the 
project have been made since 1920. 

The application was filed pursuant to the Commission’s letter dated April 25, 
1946, in Docket No. IT-5501, to Marathon Paper Mills Company (the former 
owner of the project) requesting that the Company apply for a license for the 
project in view of the decision of the Circuit Court of Appeals for the Seventh 
Circuit in Wisconsin Public Service Corporation v. Federal Power Commission, 
147 F. 2d 748, certiorari denied by the Supreme Court of the United States, 325 
U.S. 880, affirming the Commission’s opinion and order in the Tomahawk case, 
decided July 30, 1943, 3 F.P.C. 495, and finding therein that the Wisconsin River 
is navigable throughout its entire length. 

The Assistant Chief of Civil Works, Office of the Chief of Engineers, Department 
of the Army, in reporting on the application, recommended that Article 12 of 
Form L-3 be included in the license, as hereinafter provided, and stated that 
the plans of structures are satisfactory insofar as the interests of navigation are 
concerned. The tracing of Exhibit L (FPC No. 2212-4) was approved by the 
Chief of Engineers and the Secretary of the Army. 

An Assistant Secretary of the Interior, acting for the Secretary of the 
Interior, in reporting on the application, recommended that certain stipulations 
be included in the license, as hereinafter provided in Articles 19 and 20, and 
stated that the interests of the Department of the Interior would not be adversely 
affected by the issuance of a license. 

The Public Service Commission of Wisconsin, in reporting on the application, 
stated that the State of Wisconsin withholds any objection to the issuance of a 
license for the project provided that the terms and conditions of the license do 
not adversely affect the interests of the State of Wisconsin. 


The Commission finds: 


(1) The project is located upon a navigable waterway of the United States. 

(2) The constructed project consists of: 

(a) All lands constituting the project area and enclosed by the project 
boundary, or the limits of which are otherwise defined, and/or interest in such 
lands necessary or appropriate for the purposes of the project, whether such 
lands or interest therein are owned or held by the Applicant or by the United 
States; such project area and project boundary being more specifically shown and 
described by certain exhibits which formed part of the application for license 
and which are designated and described as follows: 

Exhibit J: (FPC No. 2212-1)—dam and reservoir; and 

Evhibit K: Sheet 1 (FPC No. 2212-2)—flowage; Sheet 2 (FPC No. 2212-3)— 
Dam site project boundary. 

(b) All project works consisting principally of a dam about 830 feet long 
composed of a timber crib sluiceway section, a concrete overflow section, a con- 
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crete sluiceway section, and a concrete powerhouse section; concrete retaining 
walls at each end of the dam; an earth embankment on the right abutment; a 
fish ladder; a reservoir with normal water surface at elevation 1,158.88 feet 
(U.S.C. & G.S. datum) and covering approximately 1,774 acres; hydroelectric 
installation of 3,640 kilowatts (approximately 4,850 horsepower) in seven units; 
transmission line about 4% mile long from the powerhouse to Applicant’s pulp 
and paper mills; and appurtenant facilities; the location, nature, and character 
of which project works are more specifically shown and described by the ex- 
hibits hereinbefore cited and by certain other exhibits which also formed part 
of the application for license and which are designated and described as follows: 

Echibit L: Sheet 1 (FPC No. 2212-4)—general plan of dam ; 

Sheet 2 (FPC No. 2212-5)—cross section of crib dam and crib apron; 

Sheet 3 (FPC No. 2212-6)—cross section of sluiceways and crib apron; 

Sheet 4 (FPC No. 2212-7)—section through overflow dam ; 

Sheet 5 (FPC No. 2212-8)—sections through embankment and concrete dike 
and abutment; 

Sheet 6 (FPC No. 2212-9)—cross section of powerhouse and horizontal 
turbines ; 

Sheet 7 (FPC No. 2212-10)—section through vertical hydroelectric unit; 

Sheets 8 and 9 (FPC Nos, 2212-11 and -12)—section through powerhouse and 
wood room; 

Sheet 10 (FPC No. 2212-13)—section through log and trash sluice and fish 
ladder ; 

Sheet 11 (FPC No. 2212-14)—transmission and distribution power lines; 

(Sheets 8, 10 and 11 revised in accordance with Applicant’s letter dated Feb- 
ruary 26, 1957) ; and 

Exhibit M: Statement in five sheets—description and specifications of me- 
chanical, electrical and transmission equipment (filed July 16, 1956 and re- 
vised in accordance with Applicant’s letter dated February 26, 1957). 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as a part of the project is 
approved or acquiesced in by the Commission; also, all riparian or other rights, 
the use or possession of which is necessary or appropriate in the maintenance 
or operation of the project. 

(3) The transmission facilities included in the application for license and 
described in finding (2) above are parts of the project herein authorized within 
the meaning of Section 3(11) of the Act. 

(4) The Applicant, a corporation organized and existing under the laws of 
the State of New Jersey and qualified to do business in the State of Wisconsin, 
has submitted satisfactory evidence of compliance with the requirements of all 
applicable State laws insofar as necessary to effect the purposes of a license for 
the project. 

(5) No conflicting application is before the Commission. Public notice of the 
application has been given as required by the Act. No protests have been 
received. 

(6) The project does not affect any Government dam, nor will the issuance of 
a license for the project, as hereinafter provided, affect the development of any 
water resources for public purposes which should be undertaken by the United 
States, 

(7) The project is best adapted to a comprehensive plan for improving ‘or 
developing a waterway or waterways for the use or benefit of interstate or for- 
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eign commerce, for the improvement and utilization of water-power develop- 
ment, and for other beneficial public uses, including recreational purposes. 

(8) The amount of annual charges to be paid under the license for the pur- 
pose of reimbursing the United States for the costs of administration of Part I 
of the Act is reasonable as hereinafter fixed and specified. 

(9) The installed horsepower capacity of the project hereinafter authorized 
for the purpose of computing the capacity component of the administrative an- 
nual charge is 4,850 horsepower, and the energy generated by this constructed 
project is primarily used in the Applicant’s pulp and paper mills, a small 
amount of energy being delivered to Wisconsin Public Service Corporation. 

(10) The exhibits designated and described in finding (2) above conform 
substantially with the Commission’s rules and regulations and should be ap- 
proved as part of the license for the project. 


The Commission orders: 





(A) This license is issued to American Can Company (hereinafter referred 
to as the Licensee) under Section 4(e) of the Federal Power Act for a period 
of 50 years, effective August 1, 1943, for the operation and maintenance of 
major Project No. 2212 located upon the Wisconsin River, a navigable water- 
way of the United States, and its tributary, Rib River, subject to the terms 
and conditions of the Act which is incorporated by reference as a part of this 
license, and subject to such rules and regulations as the Commission has issued 
or prescribed under the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-3 (December 15, 1953) entitled “Terms and Conditions of License for 
Constructed Major Project Affecting Navigable Waters of the United States,” 
(17 F.P.C. 385-389), which terms and conditions, designated as Articles 1 
through 17, are attached hereto and made a part hereof; and subject to the 
following special conditions set forth herein as additional articles: 

Article 18. To the extent that it is economically sound and in the public 
interest to do so, the Licensee shall install additional capacity and make other 
changes in the project as directed by the Commission after notice and oppor- 
tunity for hearing. 

Article 19. The Licensee shall cooperate with the United States Fish and 
Wildlife Service and the Wisconsin Conservation Department in the develop- 
ment of plans for the improvement and protection of the fishery and wildlife 
resources involved. 

Article 20. The Licensee shall comply with such reasonable modifications of 
the project structures and operation in the interest of fish and wildlife re- 
sources as may be prescribed hereafter by the Commission upon the recom- 
mendations of the Secretary of the Interior and the Wisconsin Conservation 
Department. 

Article 21. The Licensee shall pay to the United States the following an- 
nual charges: 

For the purpose of reimbursing the United States for the costs of adminis- 
tration of Part I of the Federal Power Act one (1) cent per horsepower on the 
authorized installed capacity (4,850 horsepower), plus two and one-half (2%) 
cents per 1,000 kilowatt-hours of gross energy generated by the project during 
the calendar year for which the charge is made. 

(C) The exhibits referred to above as conforming substantially with the 
Commission’s rules and regulations are approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act, and failure to file such an application shall constitute 
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acceptance of this license. In acknowledgment of the acceptance of this 
license, it shall be signed for the Licensee and returned to the Commission with- 
in 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


IDAHO POWER COMPANY, PROJECT NO. 1971 
ORDER APPROVING REVISED EXHIBIT AND ADJUSTING ANNUAL CHARGES 
(Issued April 28, 1959) 


On September 8, 1958, the Idaho Power Company, licensee for Project No. 
1971, filed for Commission approval revised Exhibit J-K and F showing a re- 
location of the constructed Oxbow-Brownlee 230 kv transmission line right-of- 
way which eliminates three river crossings. By letter dated December 19, 
1958, the Commission advised the licensee of land status discrepancies and de- 
ficiencies in the submitted Exhibit J-K. On January 12, 1959, the licensee 
submitted the following revised tracing of the exhibit in accordance with the 
aforementioned Commission letter : 

Exhibit J-K: (FPC No. 1971-98) revised December 1958, superseding Ex- 
hibit J-K (FPC No. 1971-54) approved by Commission order issued May 2, 
1958. 

The revised Exhibit J-K (FPC No. 1971-98) shows the transmission line 
occupying 5.026 miles, upon a 150-foot right-of-way, of land of the United States. 
In order to properly reflect the amount of United States land occupied under 
such revised exhibit, the annual charge to the licensee, as shown in Article 44, 
subparagraph (b), of the license, for the purpose of recompensing the United 
States for the use, occupancy and enjoyment of its lands for transmission lines 
only should be increased from $45.94 to $60.31, effective April 17, 1958. Ex- 
hibit F requires no approval by the Commission. 

The Assistant Secretary of the Department of the Interior has reported that 
his department has no objection to the approval of the revised exhibit. 


The Commission finds: 


(1) The above described exhibit filed January 12, 1959, conforms to the 
Commission’s rules and regulations and should be approved and made part of 
the license, and the exhibit described above as being superseded should be ex- 
cluded from the license. 

(2) Article 44, subparagraph (b), of the license should be revised to reflect 
the increase in charges for use of lands of the United States by the transmis- 
sion line described herein. 


The Commission orders: 


(A) Exhibit J-K (FPC No. 1971-98) revised December 1958, is approved 
as part of the license, and superseded Exhibit J-K (FPC No. 1971-54) is 
excluded from the license. 

(B) Article 44, subparagraph (b), of the license for Project No. 1971 is 
amended by changing the annual charge for the use of the lands of the United 
States by the Oxbow-Brownlee transmission line from $45.94 to $60.31, effective 
April 17, 1958. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act, and failure to file such an application shall constitute ac- 
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ceptance of this amendment of the license. In acknowledgment of the accept- 
ance of this amendment of the license, this instrument shall be signed for the 
licensee and returned to the Commission within 60 days from the date of 
issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


MURPHY CORPORATION, DOCKET NO. G-18357; MURPHY CORPORA- 
TION, ET AL. DOCKET NOS. G-—9548, G-9550, G—11366, G—11367, G—13428, 
G-16613, G—16328; MURPHY CORPORATION, DOCKET NOS. G-11160, G- 
13429, G-13432, G-14933, G-16614 ; MURPHY CORPORATION (OPERATOR), 
ET AL., DOCKET NO. G—16323 


ORDER INSTITUTING INVESTIGATION, GRANTING MOTION TO CONSOLIDATE PROCEEDINGS, 
AND CONSOLIDATING ADDITIONAL PROCEEDINGS 


(Issued April 28, 1959) 


Murphy Corporation (Murphy) has filed proposed increased rates for sales of 
natural gas, subject to the jurisdiction of the Commission, which were suspended 
by orders of the Commission. The above-captioned proceedings, with the excep- 
tion of Docket Nos. G—14933, G—16323, G—16328, G—16613, and G—16614, were con- 
solidated for hearing. The hearing has heretofore commenced and is now set to 
reconvene on June 23, 1959. 

At the hearing, on April 9, 1959, Murphy orally moved to consolidate Docket 
Nos. G—16613 and G—16614 with the proceedings heretofore consolidated inasmuch 


as the rate schedules involved therein were being considered in the hearing under 
prior rate increase proposals. The Presiding Examiner and Staff Counsel agreed 
that the aforesaid dockets should be consolidated with the proceedings being 
heard. 


In view of the fact that Murphy and Staff have presented their cases on x 
company-wide basis, it is appropriate that a rate investigation be instituted and 
be broad enough to cover all of Murphy’s rates and charges for sales of natural 
gas subject to the jurisdiction of the Commission. It appears that, upon the 
basis of data available to the Commission, the rates, charges, and classifications 
for, or in connection with, the sales or transportation of natural gas by Murphy, 
subject to the jurisdiction of the Commission, and the rules and regulations, 
practices, and contracts relating thereto may be unjust, unreasonable, unduly 
discriminatory, or preferential. 

In addition, it appears that it is also appropriate and necessary to consolidate 
the suspension proceedings involved in Docket Nos. G—14933, G—16323, and 
G—16328 with the prior consolidated proceedings. 


The Commission finds: 


(1) It is necessary and proper in the public interest and to aid in the enforce- 
ment of the provisions of the Natural Gas Act that an investigation be instituted 
by the Commission, on its own motion, into and concerning all rates, charges, or 
classifications demanded, observed, charged, or collected by Murphy in connec- 
tion with any transportation or sale of natural gas, subject to the jurisdiction of 
the Commission, and any rules, regulations, practices, or contracts affecting such 
rates, charges, or classifications. 

(2) Good cause has been shown to grant Murphy’s motion and consolidate 
Docket Nos. G-16613 and G—16614 in the above-captioned proceedings heretofore 
consolidated. 












































































































590 FEDERAL POWER COMMISSION 







(3) Good cause has been shown to consolidate Docket Nos. G—149383, G-16323, 
and G—16328 with the previously consolidated proceedings. 


The Commission orders: 


(A) An investigation of Murphy is hereby instituted under the provisions of 
the Natural Gas Act, particularly Sections 5 and 15 thereof, for the purpose of 
enabling the Commission to determine whether, with respect to any transporta- 
tion or sale of natural gas, subject to the jurisdiction of the Commission, made 
or proposed to be made by Murphy, any of the rates, charges, or classifications 
demanded, observed, charged, or collected, or any rules, regulations, practices, 
or contracts affecting such rates, charges, or classifications are unjust, unreason- 
able, unduly discriminatory, or preferential. 

(B) If the Commission, after the hearing has been completed, shall find with 
respect to Murphy that any of its rates, charges, classifications, rules, regulations, 
practices, or contracts, subject to the jurisdiction of the Commission, are unjust, 
unreasonable, unduly discriminatory, or preferential, the Commission will there- 
upon determine and fix by order or orders just and reasonable rates, charges, 
classifications, rules, regulations, practices, or contracts to be thereafter observed 
and in force. 

(C) Murphy’s oral motion made before the Hearing Examiner on April 9, 
1959, to consolidate Docket Nos. G—16613 and G-—16614 with the proceedings 
previously consolidated and being heard, is hereby granted. 

(D) Pursuant to the authority contained in and subject to the jurisdiction 
conferred upon the Federal Power Commission by the Natural Gas Act, par- 
ticularly Sections 4, 5, 14, 15, and 16 thereof, and the Commission’s Rules and 
Regulations (18 CFR, Chapter I), the suspension proceedings in Docket Nos. 
G-—14933, G—16323, and G—16328 are hereby consolidated in the above consoli- 
dated proceedings, together with the rate investigation proceeding hereby in- 
stituted in Docket No. G-18357 for the purpose of hearing. 

(E) When the hearing reconvenes on June 23, 1959, Murphy and Staff may 
present any necessary amended exhibits and additional testimony to encom- 
pass the proceedings not heretofore involved therein. The hearing shall then 
proceed with cross-examination of the Staff’s witnesses and presentation of 
Murphy’s rebuttal case. 

(F) Interested State commissions may participate as provided by Sections 
1.8 and 1.37(f) of the Commission’s Rules of Practice and Procedure (18 CFR 
1.8 and 1.37(f) ). 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


SOHIO PETROLEUM COMPANY, DOCKET NOS. G-—8488, G—11512, G—11884, 
G-12205, G—12660, G—14375, G—14600, G-15211, G-15399, G-16111, G-16634 & 
G-18098; SOHIO PETROLEUM COMPANY (OPERATOR), ET AL., 
DOCKET NOS. G—16601 and G-17133; SOHIO PETROLEUM COMPANY, 
DOCKET NO. G-18355 


ORDER INSTITUTING RATE INVESTIGATION, CONSOLIDATING PROCEEDINGS, AND FIXING 
DATE OF HEARING 


(Issued April 28, 1959) 


The above-captioned proceedings involving Sohio Petroleum Company (Sohio), 
Docket Nos. G-8488 and G—12660, have been heretofore consolidated with hear- 
ing to commence on January 19, 1959. By notice of December 31, 1958, upon 
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motion of Sohio, the hearing in Docket Nos. G—8488 and G—12660 was continued 
to a date to be fixed. Sohio in its motion filed on December 19, 1958, as 
amended on February 10, 1959, moved to consolidate the following proceedings, 
all listed in the caption, with those proceedings previously consolidated, as re- 
ferred to above; Docket Nos. G—11512, G-11884, G—12205, G-14375, G-15211 and 
G-15399. 

All of the aforementioned proceedings involve increase rate proposals filed 
pursuant to the provisions of Section 4 of the Natural Gas Act. Sohio states, 
in its motion to consolidate, that the evidence it proposes to present at the hear- 
ings in these proceedings is on a company-wide basis, and would be in support 
of proposed increases in all dockets, those proposed to be consolidated as well 
as those now consolidated. 

In view of the fact that suspension orders are outstanding with respect to a 
large number of sales by Sohio, raising the question of the lawfulness of the 
rates proposed by Sohio, it is appropriate that a rate investigation be instituted 
herein and be broad enough to cover all of Sohio’s rates and charges for sales 
of gas, subject to the jurisdiction of the Commission. It appears that, upon 
the basis of data available to the Commission, the rates, charges, and classifica- 
tions for or in connection with the sales or transportation of natural gas by 
Sohio, subject to the jurisdiction of the Commission, and the rules and regula- 
tions, practices, and contracts relating thereto may be unjust, unreasonable, un- 
duly discriminatory, or preferential. ; 

Consistent with the foregoing motion to consolidate, other suspended rate in- 
crease proposals by Sohio not included in the motion, Docket Nos. G—14600, 
G-16111, G—16634, G—18098, G—16601 and G—17133 are consolidated herewith. 


The Commission finds: 


(1) Sohio Oil Company is an independent producer of natural gas and a 
“natural-gas company” within the meaning of the Natural Gas Act, being en- 
gaged in the sale and delivery of natural gas in interstate commerce for resale 
for ultimate public consumption. 

(2) It is necessary and proper in the public interest and to aid in the en- 
forcement of the provisions of the Natural Gas Act that an investigation be 
instituted by the Commission, upon its own motion, into and concerning all 
rates, charges, or classifications demanded, observed, charged, or collected by 
Sohio Oil Company in connection with any transportation or sale of natural 
gas, subject to the jurisdiction of the Commission, and any rules, regulations, 
practices, or contracts affecting such rates, charges, or classificatious. 


The Commission orders: 


(A) An investigation of Sohio Petroleum Company is hereby instituted under 
the provisions of the Natural Gas Act, particularly Sections 5 and 15 thereof, 
for the purpose of enabling the Commission to determine whether, with re 
spect to any transportation or sale of natural gas, subject to the jurisdiction 
of the Commission, made or proposed to be made by Sohio, any of the rates, 
charges, or classifications demanded, observed, charged, or collected, or any 
rules, regulations, practices, or contracts affecting such rates, charges, or classi- 
fications are unjust, unreasonable, unduly discriminatory, or preferential. 

(B) If the Commission, after a hearing has been had, shall find with re- 
spect to Sohio that any of its rates, charges, classifications, rules, regulations, 
practices, or contracts, subject to the jurisdiction of the Commission, are un- 
just, unreasonable, unduly discriminatory, or preferential, the Commission will 
thereupon determine and fix by order or orders just and reasonable rates, 
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charges, classifications, rules, regulations, practices, or contracts to be there- 
after observed and in force. 

(C) Pursuant to the authority contained in and subject to the jurisdiction 
conferred upon the Federal Power Commission by the Natural Gas Act, includ- 
ing particularly Sections 4, 5, 14, 15 and 16 thereof, and the Commission’s 
Rules and Regulations (18 CFR, Chapter I), the proceedings in the above- 
designated Docket Nos. G—8488, G-11512, G—11884, G—12205, G—12660, G—14375, 
G-14600, G—15399, G-15211, G-16111, G-18098, G-16601 and G-17133 and the rate 
investigation proceeding hereby instituted in Docket No. G-18355, are hereby 
consolidated for the purpose of hearing. 

(D) The public hearing heretofore scheduled to commence on June 16, 1959, 
at 10:00 a.m. (EDST), in a Hearing Room of the Federal Power Commission, 
441 G Street, NW., Washington, D.C., shall concern the matters involved and 
the issues presented in the consolidated proceedings designated in paragraph 
(C) above. 

(E) When the said hearing commences on June 16, 1959, Sohio Petroleum 
Company shall go forward first and complete the presentation of evidence in its 
direct cases in these consolidated proceedings, The presiding examiner shall 
thereafter proceed as may be found appropriate under the Commission’s Rules 
of Practice and Procedure. 

(F) Interested State commissions may participate as provided by Sections 
1.8 and 1.37(f) of the Commission’s Rules of Practice and Procedure (18 CFR 
1.8 and 137(f)). 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 































TRANSWESTERN PIPELINE COMPANY, DOCKET NO. G-14871; GULF OIL 
CORPORATION, DOCKET NOS. G—14925, G-—14940, G-—14950, G-—16139, G- 
16141, G-16218 ; PURE OIL COMPANY, DOCKET NO. G—15040; MONSANTO 
CHEMICAL COMPANY, DOCKET NO. G-15318; PAN AMERICAN PETRO- 
LEUM CORPORATION, DOCKET NO. G—15389 ; HUMBLE OIL & REFINING 
COMPANY, DOCKET NO. G—15714; SUN OIL COMPANY, DOCKET NO. 
G-15791 ; UNION OIL COMPANY OF CALIFORNIA, DOCKET NO. G-15810; 
WARREN PETROLEUM COMPANY, DOCKET NOS. G-—16030, ’ G—16031 ; 
BRITISH AMERICAN OIL PRODUCING COMPANY, DOCKET NOS. G-— 
16091, G-—16093, G-16103; CURTIS R. INMAN, DOCKET NO. G-16106; 
RICHARDSON & BASS, ET AL., DOCKET NO. G-16137; G. H. VAUGHN, 
JR., HT AL., DOCKET NO. G-16195; CITIES SERVICE GAS COMPANY, 
DOCKET NO. G-16216; THE SUPERIOR OIL COMPANY, DOCKET NO. 

G-16261; MAGNOLIA PETROLEUM COMPANY, DOCKET NOS. G—16367, 

G-—16368, G-16432; HUNT OIL COMPANY, DOCKET NO. G-16445 


ORDER DISMISSING APPEAL FROM PRESIDING EXAMINER’S RULING ON ADMISSIBILITY 
OF EVIDENCE 


(Issued April 28, 1959) 





On April 1, 1959, Union Oil Company of California (Union Oil) filed an appeal 
from the Examiner’s ruling in the above proceedings, admitting certain evidence 
sought to be introduced by Public Utilities Commission of California (California 
Commission). Union Oil requests the Commission to either reverse the afore- 
said ruling, of the Examiner and exclude the evidence offered by the California 
Commission, or in the alternative, in the event that this Commission should sus- 
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tain the ruling, that the Commission recess and continue the above-entitled 
proceeding until the conclusion of hearing and final decision upon the Sections 
4 and 5 proceedings scheduled for hearing on April 15, 1959, In the Matters of 
Union Oil Company of California, et al., Docket No. G—4331, et al. Union Oil 
further requests that should the hearing in the instant proceedings have been 
concluded prior to the Commission’s disposition of this appeal that these proceed- 
ings be “held in abeyance subject to reopening in order to provide Union its right 
of due process in the premises”’.* 

It appears from the record that the cost evidence proposed by the California 
Commission was offered to “prove the prices proposed to be paid by Trans- 
western are not in the public interest and are not consistent with public con- 
venience and necessity” (T. 2273). Furthermore, counsel for the California 
Commission indicated that certain testimony would be offered in order to “com- 
pare the proposed initial prices to be paid by Transwestern to the gas producers 
with the weighted average initial prices accepted for filing by the Commission 
since July 1, 1956, from the two major areas of Transwestern’s supply and will 
show that the contract prices asked for in these proceedings are too high * * *” 
(EB. 2374) $3 

The contention of Union Oil that the evidence sought to be introduced by the 
California Commission is immaterial and irrelevant is without merit. The bur- 
den of proving that an applicant’s proposed price meets the test of public con- 
venience and necessity rests on the applicant. However, an intervener who 
believes that the applicant has failed to sustain that burden may introduce 
relevant evidence of costs or prices to challenge the applicant's proposed initial 
price and demonstrate that the proposed price is not in the public interest. The 
fact that some future rate proceeding may require an applicant to present sub- 
stantially similar evidence is not a valid reason to foreclose the presentation of 
relevant evidence by an intervener or any other party in an independent cer- 
tificate proceeding. 

The only issue therefore raised by Union Oil’s appeal from the Examiner’s 
ruling is whether the proposed evidence is relevant and material. Union Oil 
contends that the evidence of the California Commission should be excluded for 
two reasons: (1) because it is not probative of the proposition at which it is 
directed, or (2) because the proposition is not provable in the case. 

The “proposition” referred to by Union Oil is presumably the supposed con- 
tention of the California Commission that the initial price is “unjust and 
unreasonable” and therefore Union Oil argues that the evidence is not “material” 
to such a proposition. We believe that the thrust of Union Oil’s argument is 
beside the point. Whether or not the evidence of the California Commission is 
adequate and intentionally designed to sustain the proposition that the proposed 
price is unjust and unreasonable, it is clearly relevant to the issue of whether 
the proposed price is in the public convenience and necessity. The Commission 
under date of October 22, 1958, addressed a letter to Transwestern and all of the 
independent producers herein, requesting certain information, including item 5: 

Any cost information which either Transwestern or the producers desire to 
submit, together with an explanation or reasons why the price Transwestern 
proposes to pay varies from the prices for natural gas being purchased in the 
aforementioned areas by other pipeline companies. 


1The hearings in the above-entitled proceedings were actually closed on April 2, 1959. 

4 Counsel for the California Commission also stated that: “‘By the testimony of Mr. 
Unnevehr and Exhibit No. 64 for identification we will prove that the prices proposed to be 
paid by Transwestern are not in the public interest and are not consistent with public 
convenience and necessity” (T. 2274). 
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On November 26, 1958, Union Oil replied in reference to the matter of cost 
information that it “does not have meaningful information pertinent to the cost 
of gas proposed to be sold herein and therefore, does not desire to submit any 
information in that regard”. It is apparent that Union Oil was given an oppor- 
tunity to present relevant cost information and it did not see fit todo so. It was 
afforded every opportunity to justify its proposed initial rate and the Com- 
mission specifically indicated by its letter that cost information will be con- 
sidered as relevant to the issues in these proceedings. Union Oil can not now 
be heard to complain because an intervener seeks to introduce cost information 
as suggested by the Commission in its letter of October 27, 1958. 

Clearly, this Commission is not bound to any exclusive method in arriving at 
the conclusion as to whether or not a certificate should be issued on the grounds 
of public convenience and necessity. We cannot find that the California Com- 
mission’s evidence is not relevant in testing the public convenience and necessity 
nor did its presentation threaten any unduly prolonged hearing. We therefore 
eonclude that Union Oil’s objections (insofar as they may be considered by this 
Commission in reaching its final decision) are essentially directed to the weight 
and probative value of the evidence rather than its admissibility. 


The Commission finds: 


It is not in the public interest to reverse the ruling of the Examiner admitting 
the evidence introduced by the California Public Utilities Commission. 


The Commission orders: 


The appeal of Union Oil filed on April 1, 1959 herein, should be, and hereby 
is dismissed. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TRANSWESTERN PIPELINE COMPANY, DOCKET NO, G-14871, ET AL.; 
EL PASO NATURAL GAS COMPANY, DOCKET NO. G-16235; PACIFIC 
NORTHWEST PIPELINE CORPORATION, DOCKET NOS. G—16236, G—16237 ; 
COLORADO INTERSTATE GAS COMPANY, DOCKET NO. G-16904 


ORDER DENYING MOTION FOR DETERMINATION OF ADEQUACY OF MARKETS 
(Issued April 28, 1959) 


On March 31, 1959, El Paso Natural Gas Company (El Paso) filed a motion 
requesting that a separate finding be made in the above-entitled proceedings 
that the market requirements of the Southern California Companies (Southern 
California Gas Company and Southern Counties Gas Company of California) 
are adequate to support both the volumes of gas proposed to be delivered by 
Transwestern Pipeline Company (Transwestern) in Docket No. G—14871, et al., 
and the volumes of gas proposed to be delivered under the combined project 
of El Paso Natural Gas Company, Pacific Northwest Pipeline Company, and 
Colorado Interstate Gas Company, authorization for which combined project 
(the Rock Springs-Las Vegas project) is sought by companion applications in 
Docket Nos. G—-16235, G—16236, G-16237 and G—16904, and that the two projects 
are not exclusive of one another for reasons of inadequacy of the market. 

In the alternative, Bl Paso requests that if the requested finding of the 
adequacy of the market is not so made, the applications in Docket Nos. G-16235, 
G-16236, G-16237 and G—16904 be consolidated with the proceedings on the ap- 
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plications of Transwestern Pipeline Company, et al., in Docket No. G-14871, et 
al., for the purpose of affording a comparative hearing on the two projects. 

El Paso’s motion further indicates that on March 19, 1959, the Western Oil 
and Gas Association (Oil Association) filed a petition with the Federal Power 
Commission for leave to intervene in the companion applications with respect to 
the Rock Springs-Las Vegas project. In its petition the Oil Association alleged 
that the Rock Springs-Las Vegas project will result in, among other things, the 
“importation of out-of-state gas into southern California in quantities far 
greater than needed by firm customers and several years in advance of such 
firm requirements.” The motion of El Paso herein further states that the Oil 
Association has appeared in the proceeding before the Public Utilities Com- 
mission of the State of California relating to the Rock Springs-Las Vegas 
project and moved to dismiss the application on the ground that an inadequate 
showing had been made with respect to the economic feasibility of that project 
and “strongly opposed” the application on the ground of the insufficiency of 
the market to support both the Transwestern project and the Rock Springs-Las 
Vegas project. Consequently, El Paso alleges that in view of the issues raised 
by the Oil Association ‘and in order to prevent the Federal Power Commission 
from being effectively precluded from any opportunity to discharge its statutory 
obligation” this Commission should now make a determination that there is a 
sufficient market to support both the Transwestern project and the Rock 
Springs-Las Vegas project or, in the alternative, to afford a comparative hearing 
before authorizing either project. ; 

On April 9, 1959 Transwestern Pipeline Company filed its answer to El Paso’s 
motion for a determination of adequacy of markets and on April 13, 1959 a 
joint reply to El Paso’s motion was filed by Pacific Lighting Gas Supply Com- 
pany, Southern California Gas Company and Southern Counties Gas Company 
of California. A supplemental answer to El Paso’s motion was also filed by 
Transwestern Pipeline Company on April 20, 1959. 

It should be noted that on April 6, 1959, the Oil Association withdrew its 
petition to intervene before this Commission and we are advised that the As- 
sociation has withdrawn its intervention before the California Commission. 

It is our opinion that the motion of El Paso should be denied. We do not 
believe that the public interest is served by a mechanical application of the 
Ashbacker doctrine (Ashbacker Radio Co. v. F.C.C., 326 U.S. 327) to requests 
for consolidation of certificate proceedings. The instant motion is an illustra- 
tion of the administrative chaos which would result from the inability of the 
Commission to exercise its discretion in affording a comparative hearing. The 
movant has waited until two days before the close of the Transwestern hearing 
to demand either a preliminary determination of the adequacy of the market, 
or, in the alternative, a comparative hearing. To grant either alternative 
would result in an unconscionable delay of the Transwestern proceedings. We 
do not believe that due process requires any such result. It seems clear to us 
that the filing of certificate applications and requests for comparative hearing 
must be reasonably simultaneous in time and indicate potential exclusivity on 
the face of the applications before an imperative application of the Ashbacker 
doctrine is called for. 

Thus the alleged exclusivity involved here is one of potential saturation of a 
given market. But the timing of applications for a certificate to serve any 
market is of the essence in determining whether due process requires a com- 
parative hearing. It is scarcely reasonable that applicant B who files an ap- 
plication for a certificate 6 months later than applicant A should be able auto- 
matically to require a retroactive consolidation when A’s proceeding is well 
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along towards its conclusion. A fortiori, an application for comparative hear- 
ing filed by B two days before the close of the hearing in A’s case, and resting 
solely on a conjecture as to whether the granting of A’s application will sat- 
urate the market, does not without a further showing call for a comparative 
hearing. In short, we do not believe that Ashbacker requires that in every case 
where two or more certificate applications are pending to serve the same area, 
a market determination must be separately made in advance of hearing of 
either of the applications or that they must be heard comparatively. Ex- 
clusivity is not an automatic inference where the area to be served has demon- 
strated capacity in the past for absorbing substantial increments of natural gas 
and two or more applications sought to be consolidated have been filed at a 
considerable time from each other. 


The Commission finds: 


(1) To delay the hearing of an applicant’s case because of potential requests 
for consolidation from subsequent applicants, no matter how much later these 
applications were filed, or to call a halt to a hearing which is well under way 
at the arbitrary and untimely request for consolidation by any subsequent ap- 
plicant would destroy the necessary dispatch with which the Commission must 
consider applications for certificates of public convenience and necessity. 

(2) Movant’s contention that the Federal Power Commission may be pre- 
cluded from its own determination as to adequacy of markets by a ruling of 
the California Commission is without merit. 


The Commission orders: 


For the foregoing reasons, the motion of El Paso filed herein requesting 
either a preliminary determination of the adequacy of markets or, in the al- 


ternative, a comparative hearing, should be and hereby is denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


BLACK HILLS POWER AND LIGHT COMPANY, DOCKET NO. E-6870 
ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS 
(Issued April 29, 1959) 


Black Hills Power and Light Company (Applicant), incorporated under the 
laws of the State of South Dakota and qualified to do business as a foreign 
corporation in the State of Wyoming, with its principal place of business at 
Rapid City, South Dakota, filed an application on March 23, 1959, as supple- 
mented April 20 and April 22, 1959, for an order, pursuant to Section 204 of 
the Federal Power Act, authorizing it to issue and sell $1,000,000, principal 
amount of First Mortgage Bonds, Series I, to be dated May 1, 1959, and to 
mature May 1, 1989. 

The Bonds will be issued under Applicant’s Indenture of Mortgage and Deed 
of Trust, dated September 1, 1941, to The Hanover Bank, Trustee, as heretofore 
supplemented and as to be further supplemented by a new Supplemental In- 
denture to be dated May 1, 1959. 

Applicant proposes to sell the Bonds to The Equitable Life Assurance Society 
of the United States for the price of 98.07% of their principal amount plus ac- 
crued interest thereon from May 1, 1959, to the closing date. The Bonds 
will bear an interest rate of 4%:,%, and accordingly the cost of money (ex- 
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clusive of issuance expenses) to be obtained therefrom will be 5% per annum. 
The Bonds will not be underwritten, but for its services as Applicant’s agent 
in the negotiation and sale of the proposed Bonds, Dillon, Read & Co., Inc., will 
receive a placement fee of $5,000. The proposed issuance will have the benefit 
of a .5% per annum sinking fund. 

Applicant states that it plans to utilize the net proceeds from the contem- 
plated issuance of Bonds, estimated in the amount of about $961,800, for addi- 
tions and betterments to its properties. Construction expenditures for the fiscal 
year ending October 31, 1959, are expected to aggregate approximately $3,520,000. 
The chief item included in that amount is an expenditure of approximately 
$2,148,000 for construction upon a new 22,000 kw steam-electric generating 
station to be located near Rapid City, South Dakota. Applicant had made short- 
term bank borrowings, pursuant to the provisions of Section 204(e) of the 
Act, in a total amount of $400,000 as of the date of this application in order 
to carry forward its current construction program: Applicant anticipates that 
after repayment of these bank loans from a portion of the proceeds of its sale 
of 32,198 shares of additional Common Stock,’ the remaining proceeds from 
the aforementioned sale of Common Stock and the proceeds from the sale of 
proposed Bonds, together with funds presently on hand or to become available 
later through operations, will be sufficient to pay for the remaining cost of its 
fiscal year 1959 construction program. 

Written notice of the application has been given to the Public Utilities Com- 
mission of South Dakota, the Public Service Commission of Wyoming, and to 
the Governor of each of those States. Notice of the application was also pub- 
lished in the Federal Register on April 2, 1959 (24 F.R. 2572), stating that any 
person desiring to be heard or to make any protest with referenee to the applica- 


tion should file a petition or protest on or before April 16, 1959. No protest or 
petition or request to be heard in opposition to the granting of the application 
has been received. 

By order entered April 16, 1959, the Public Service Commission of Wyoming 
approved the proposed issuance of Bonds in the manner and for the purposes 
set forth in the recital above. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission, as 
heretofore described and set forth in the Commission’s order issued January 21, 
1959, In the Matter of Black Hills Power and Light Company, Docket No. E- 
6857, 21 FPC 43. 

(2) The proposed issuance and sale of Bonds, as described above, will 
constitute an issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204(f) of the Act; and the proposed issuance of Bonds 
is, therefore, not exempt by virtue of that Section from the requirements of 
Section 204 of the Act. 

(4) There is no affiliation, direct or indirect, through directors, officers, or 
stockholders, or the ownership of securities, or otherwise, between Applicant and 
Dillon, Read & Co., Inc. The fees to be paid were fixed by arm’s-length bargain- 
ing and do not appear to be unreasonable. 


1 By order issued April 2, 1959, In the Matter of Black Hilla Power and Light Company, 
Docket No, E—6865, the Commission authorized Applicant to issue and sell 32,198 shares 
of Common Stock, par value $1.00 per share, at a price of $28.25 per share. 
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(5) Inasmuch as the proceeds to Applicant will be less than $1,000,000, the 
proposed issuance and sale of Bonds is exempt from the competitive bidding 
requirements of Section 34.1a of the Commission’s Regulations under the Federal 
Power Act by reason of Section 34.1a(a) (3) thereof. 

(6) The proposed issuance and sale of Bonds, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of Applicant and compatible 
with the public interest,.which is appropriate for and consistent with the proper 
performance by Applicant of service as a public utility and which will not 
impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 

(7) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance and sale of Bonds, as described above, upon the 
terms and conditions, and for the purposes specified in the application, as supple- 
mented, are hereby authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transaction hereby authorized 
is consummated within 60 days from the date of issuance of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
now pending or which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to 
which this order relates. 





























Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


IDAHO POWER COMPANY, DOCKET NO. E-6871 
ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS AND COMMON STOCK 
(Issued April 29, 1959) 


Idaho Power Company (Applicant), incorporated under the laws of the State 
of Maine and qualified to do business as a foreign corporation in the States of 
Idaho, Oregon, and Nevada, with its principal business office located in Boise, 
Idaho, filed an application on March 23, 1959, as amended April 15 and April 23, 
1959, for an order pursuant to Section 204 of the Federal Power Act, authorizing 
it to issue and sell (1) $15,000,000, principal amount of First Mortgage Bonds, 
Series due 1989, through competitive bidding, and (2) up to 150,000 shares of 
Common Stock, par value $10 per share, for which an exemption is requested 
from the Commission’s competitive bidding requirements. 

Applicant proposes to issue the bonds under its Mortgage and Deed of Trust, 
dated as of October 1, 1987, as heretofore supplemented, and as to be further 
supplemented by a proposed Twelfth Supplemental Indenture to be dated as of 
May 15, 1959. 

Applicant proposes, on or about May 5, 1959, to invite sealed, written bids for 
the purchase of the proposed Bonds by newspaper publication and through 
distribution of a Form of Proposal, together with a statement of terms and 
conditions relating thereto and a form of purchase contract. Each bid, whether 
from a single bidder or a group of bidders, must be for the purchase of all 
the Bonds, and must be in writing on the Form of Proposal provided by Applicant. 
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Each bid must specify (1) the interest rate to be borne by the Bonds, which rate 
shall be a multiple of 4th of 1% ; (2) the price exclusive of accrued interest to be 
paid to Applicant for the Bonds, which price shall be expressed as a certain 
percentage of the principal amount of the Bonds but not less than 99% 
thereof; and (3) that Applicant shall be paid the amount of the accrued interest 
on the Bonds from May 15, 1959, to the date of payment therefor and delivery 
thereof. In addition, each bid must be accompanied by a certified or bank 
cashier’s check or checks in the aggregate amount of $750,000. 

Unless postponed, all bids for the purchase of the proposed Bonds must be 
presented to Applicant before 11:45 a.m., New York City Time, on May 13, 1959, 
at the offices of Bankers Trust Company, Twelfth Floor, No. 16 Wall Street, 
New York 15, New York. Unless Applicant shall reject all bids for the proposed 
issuance of Bonds (which it reserves the privilege to do) or shall exclude a bid 
or bids for reasons specified ia the statement of terms and conditions, it will 
accept the bid which provides it with the lowest annual cost of money. 

The proposed shares of Common Stock will be offered publicly at the last 
reported sale price of Applicant’s Common Stock on the New York Stock Exchange 
immediately prior to the date of offering thereof. Applicant expects to make a 
public offering of the Common Stock during the week of May 4, 1959. Applicant 
proposes to enter into an underwriting agreement for the sale of the issuance 
of Common Stock with the underwriting firms of Blyth & Co., Inc., and Lazard 
Freres & Co., which agreed to underwrite the issuance for a fee, subject to 
market conditions at the time of offering, of 90 cents per share. The afore- 
mentioned fee represents the lowest cost of underwriting the contemplated 
issuance on the basis of three proposals submitted by underwriting firms to 
Applicant. Each of the three underwriting groups submitting proposals stated 
that in the event that it should decide, in view of market conditions, to set a 
public offering of 4th of a point or 12% cents above the last reported sale price 
of Applicant’s Common Stock on the New York Stock Exchange, it would allow 
Applicant 5% cents of the additional amount and retain the remaining 7 cents 
per share. 

By letter dated March 17, 1959, Docket No. IN-936, the Commission, pursuant 
to Section 34.2(k) (2) (ii) of its Regulations under the Federal Power Act, author- 
ized Applicant to enter into negotiations for the underwriting or sale of the 
proposed issuance of Common Stock. Applicant now requests that the proposed 
issuance be exempted from the competitive bidding requirements of Section 34.1a 
{b) and (c) of those Regulations upon findings as set forth in Section 34.1a (a) 
(4) thereof. 

Applicant proposes to utilize the proceeds from the issuance and sale of the 
proposed Bonds and Common Stock, estimated in the approximate amount of 
$21,700,000, for the purpose of repaying, in part, its short-term bank loans pres- 
ently outstanding,’ which were made to furnish interim financing of its con- 
struction program associated primarily with its Snake River developments 
licensed by the Commission as Project No. 1971. These short-term borrowings 
aggregated $27,371,500 as of the date of this application, and Applicant esti- 
mates that additional borrowings in a total amount of approximately $3,000,000 
will be necessary prior to the conclusion of the transactions here proposed. 
Applicant’s construction program for 1959 is expected to require expenditures of 





































1 By order issued April 24, 1957, as supplemented February 27, 1958, and December 18, 
1958, Idaho Power Company, Docket No. E-6734 (17 F.P.C. 581, 19 F.P.C. 279, and 20 
F.P.C. 848), the Commission authorized Applicant to issue up to $40,000,000, principal 
amount of Promissory Notes, subject to the limitation that the transactions authorized 
in said order be consummated on or before December 31, 1959. 
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about $18,934,000, allocated as follows: generating facilities, $10,064,000; trans- 
mission lines and facilities, $4,146,000; substations and equipment, $1,073,000; 
new business extensions and distribution facilities, $3,111,000; and general 
plant additions and improvements, $540,000. 

Written notice of the application has been given to the Idaho Public Utilities 
Commission, the Oregon Public Utility Commissioner, and the Public Service 
Commission of Nevada, and to the Governor of each of those States. Notice 
of the application was also given by publication in the Federal Register on April 
2, 1959 (24 F.R. 2572), stating that any person desiring to be heard or to make 
any protest with reference to the application should file a petition or protest 
with the Federal Power Commission, Washington 25, D.C., on or before April 
16, 1959. No protest, petition or request to be heard in opposition to the grant- 
ing of the application has been received. 

By order entered April 14, 1959, the Public Utility Commissioner of Oregon 
approved the proposed issuance and sale of $15,000,000, principal amount of 
First Mortgage Bonds, and 150,000 shares of Common Stock, par value $10 per 
share, in the manner and for the purposes set forth above. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 204 of the Federal Power Act, subject to the jurisdiction of the Commis- 
sion as heretofore described and set forth in the Commission’s order issued 
November 7, 1957, Idaho Power Company, Docket No. E-6781 (18 F.P.C. 603). 

(2) The proposed issuance and sale of Bonds and the proposed issuance and 
sale of Common Stock, all as described above, will constitute issuances of se- 
curities within the purview of Section 204 of the Act. 

(3) There is no affiliation, direct or indirect, through directors, officers, or 
stockholders, or the ownership of securities, or otherwise, between Applicant 
and the underwriting firms of Blyth & Co. Inc., and Lazard Freres & Co. 

(4) The fees proposed to be paid to Blyth & Co., Inc., and Lazard Freres & 
Co. in connection with the proposed issuance of Common Stock do not appear 
to be unreasonable. 

(5) Under the circumstances of this case, sufficient cause has been shown 
for exempting the proposed issuance of Common Stock from the competitive 
bidding requirements of Section 34.la (b) and (c) of the Commission’s Regu- 
lations under the Federal Power Act. 

(6) Applicant is not organized and operating in a State under the laws of 
which the security issues here involved are regulated by a State commission 
within the meaning of Section 204(f) of the Act; and the proposed issuances 
of Bonds and Common Stock are, therefore, not exempt by virtue of that Sec- 
tion from the requirements of Section 204 of the Act. 

(7) The proposed issuance and sale of Bonds, and the proposed issuance 
and sale of Common Stock, all as hereinafter authorized, will be for a lawful 
object, within the corporate purposes of Applicant and compatible with the 
public interest, which is appropriate for and consistent with the proper per- 
formance by Applicant of service as a public utility and which will not impair 
its ability to perform that service, and is reasonably appropriate for such 
purposes. 

(8) The period of public notice given in this matter is reasonable. 


The Commission orders: 
(A) The proposed issuance and sale of Bonds, and the proposed issuance and 
sale of Common Stock, all as described above, upon the terms and conditions, 


and for the purposes specified in the application, as amended, are hereby ‘au- 
thorized, subject to the provisions of this order. 
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(B) The proposed issuance and sale of Bonds at competitive bidding shall 
not be consummated until: 

(i) Applicant shall have amended its application pursuant to the requirements- 
of Section 34.2(k) (3) of the Commission’s Regulations under the Federal Power 
Act relating to compliance with competitive bidding requirements, and Section: 
34.2(k)(4) of those Regulations relating to affiliation, and shall have either 
filed such amendments or shall have mailed them and advised the Commission: 
by telephone and telegraph, as cuntemplated in Section 34.9 of the Regulations: 

(ii) The Commission shall have approved the interest rate thereof and the 
price to be received by Applicant for such Bonds, by a further order. 

(C) The proposed issuance and sale of Common Stock shall not be con- 
summated until: 

(i) Applicant shall have amended its application by filing with the Commis- 
sion a verified copy of the underwriting agreement, as executed, between Ap- 
plicant and the aforementioned underwriters for the purchase or underwriting 
of the proposed issuance of Common Stock. 

(ii) The Commission, by further order, shall have approved the price to be 
received by Applicant for the proposed Common Stock. 

(D) This authorization shall expire unless the transactions hereby author- * 
ized are consummated within 90 days from the date of issuance of this order: 

(E) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuation, estimates or determinations of cost, or any other matter 
whatsoever now pending or which may come before this Commission. 

(F) Nothing in this order shall be construed to imply any guarantee or ob- 
ligation on the part of the United States in respect of any securities to which 
this order relates. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


STATEMENT OF ORGANIZATION 
OrvER No. 213 
(Issued April 29, 1959) 





1. Purpose. This statement, issued pursuant to section 3(a)(1) of the Ad- 
ministrative Procedure Act (60 Stat. 238; 5 U.S.C. 1002), describes the current 
central and field organization of the Federal Power Commission, including del- 
egations of final authority and the established places at which, and methods 
whereby, the public may secure information or make submittals or requests. 
The statement of organization adopted by the Commission in its Order No, 157 
(16 F.R. 137), as amended by Administrative Order No. 36 (20 F.R. 870), is. 
hereby superseded. 

2. Nature and Responsibilities of the Agency. The Federal Power Commis- 
sion, an independent agency of the Federal Government, established by an act 
approved June 20, 1930 (46 Stat. 797), is responsible for: Administration and 
enforcement of the Federal Power Act and the Natural Gas Act; certain duties 
under the Flood Control Act of 1938 and subsequent Flood Control Acts, the 
River and Harbor Act of 1945 and subsequent River and Harbor Acts, and a 
number of other statutes, pertaining principally to Federal power projects; and 
certain functions pursuant to Executive Order 10485 (18 F.R. 5397) relating to- 
electric power and natural gas facilities located on the borders of the United. 
States. 
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3. Functions. The principal functions of the Commission are: 

a. Hydroelectric Resources. Licensing hydroelectric power projects on wa- 
ters over which the Congress has jurisdiction, or on Federal lands, or utilizing 
surplus water or water power from Federal dams; collecting and recording 
data concerning developed and undeveloped water resources of the Nation; 
making surveys and studies, including power market surveys, of the require- 
ments for comprehensive development of river basin water resources for hy- 
droelectric power and other purposes; and analyzing plans for and making re- 
commendations concerning hydroelectric power installations at Federal river 
development projects. 

b. Electric Energy. Regulating the rates, accounts, depreciation practices, 
security issues, property dispositions, mergers, consolidations, interconnections, 
and coordination of facilities, of public utilities engaged in the transmission and 
sale for resale of electric energy in interstate commerce; gathering, compiling, 
and publishing statistical and other information concerning electric power and 
the electric power industry in the United States; and analyzing and serving 
as the central source of information concerning National and regional power 
supply and requirements. 

ce. Natural Gas. Issuing certificates of public convenience and necessity for 
the construction and operation of facilities for the transportation or sale for 
resale of natural gas in interstate commerce; ordering extensions of facilities 
or service, and authorizing abandonment of such facilities or service; regulating 
the rates, accounts, and depreciation practices of certificated natural gas com- 
panies; compiling and publishing statistical and other information concerning 
the natural gas industry in the United States. 

d. Federal Power Rates. Allocating costs, and approving accounts, rates, and 
related matters, for certain Federal hydroelectric power projects. 

4. Organization. The Federal Power Commission as an agency of government 
‘consists of: the five-man Commission; the immediate offices of the individual 
Commissioners; the Chairman as executive and administrative head of the 
agency ; the Executive Director; and the technical and administrative staff. 

a. The Commission. Except as provided below with respect to executive and 
administrative functions, the Commission is responsible for all plans, programs, 
and actions of the agency. The members of the Commission are appointed by the 
President, by and with the consent of the Senate. The Chairman is designated 
by the President. A Vice Chairman is elected annually by the members of the 
Commission. Any three members of the Commission constitute a quorum for 
the transaction of business. 

b. Commissioners Offices. Each Commissioner’s immediate office is subject to 
his exclusive jurisdiction. Persons employed there regularly and full-time are 
selected by him, perform such duties as he may assign, and are responsible to 
‘him alone. 

e. Ohairman. The Chairman is the principal executive officer of the agency, 
responsible for all executive and administrative functions except those reserved 
to the Commission by Reorganization Plan No. 9 of 1950 (64 Stat. 1265). 

d. Executive Director. The Executive Director, under the direction of the 
~Commission on substantive matters, and as the Chairman’s delegate on executive 
and administrative matters, is responsible for and takes action to insure the 
effectiveness and efficiency of staff operations. 

e. The Staff. The Commission’s staff is comprised of nine bureaus and offices, 
as follows, each consisting of a single organizational unit, without subdivision, 
except where otherwise indicated : 

(1) The Bureau of Power, responsible for all staff activities pertaining to 
~water resources, hydroelectric power, and the electric power industry, except: 
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legal, accounting, financial, and related statistical matters; regulation of rates 
for the transmission and sale of electric power; and other matters responsibility 
for which is assigned to other elements of the staff as provided in e (5) through 
(9) below. The Bureau is divided into a headquarters office at Washington and 
five regional offices. The headquarters office consists of the Chief of the Bureau 
of Power and his immediate staff, a Division of Licensed Projects, a Division of 
Electric Resources and Requirements, and a Division of River Basins. The 
Regional Offices, at New York, Atlanta, Chicago, Fort Worth, and San Francisco, 
are responsible within their respective geographic areas for Bureau functions 
which can be done most effectively and efficiently in the field, including field 
investigations and studies, consultations, and inspections. 

(2) The Bureau of Rates and Gas Certificates, responsible for all staff activities 
pertaining to the natural gas industry and to rates for electric power, except: 
legal matters; the uniform systems of accounts; original cost and reclassifica- 
tion studies; federal project cost allocations; financial and related statistical 
matters, including rate-of-return studies; and other matters responsibility for 
which is assigned to other elements of the staff, as provided in e (5) through 
(9) below. 

(3) The Office of the Chief Accountant, responsible for all staff activities per- 
taining to accounting, financial, and statistical matters (including rate-of-return 
studies), except: legal matters; accounting investigations relating to rates and 
charges for electric power and natural gas; statistics on hydroelectric resources, 
power systems, power supply and requirements, and electric plant construction 
costs and production expenses; and other matters responsibility for which is 
assigned to other elements of the staff, as provided in e (5) through (9) below. 
The Office consists of the Chief Accountant and his immediate staff, a Division 
of Accounts, and a Division of Finance and Statistics. The Division of Accounts 
includes a field unit with headquarters in San Francisco. The Chief Accountant, 
in addition to his duties as head of the office, has personal responsibility for the 
over-all correlation and adequacy of the accounting and related functions of all 
bureaus and offices of the staff. 

(4) The Office of the General Counsel, responsible for the legal phases of all 
Commission functions, including litigation in the courts. 

(5) The Office of the Secretary, responsible for the secretariat function of the 
Commission, including the duties of the Secretary as set forth in the Commission’s 
Rules of Practice and Procedure and its Regulations Under the Federal Power 
and Natural Gas Acts (18 CFR 1.1 et seg.); and for action on behalf of the 
Commission pursuant to the delegations of final authority described in section 
5 below. 

(6) The Office of Hearing Examiners, responsible for discharging the functions 
and exercising the powers of presiding officers in hearings. in accordance with 
the provisions of sections 7 and 8 of the Administrative Procedure Act and section 
1.27 of the Commission’s Rules of Practice and Procedure (18 CFR 1.27). 

(7) The Office of Special Assistants to the Commission, responsible for assisting 
the Commission in the preparation of opinions, orders, and other legal documents, 
and for analyzing exceptions, preparing summaries of facts and issues, and 
performing related duties, as assigned. 

(8) The Office of Public Reference, responsible for the public information 
activities of the agency, including issuance of press releases, sale and distribution 
of publications, and public reference service. 

(9) The Office of Administration, responsible for administrative and manage- 
ment services of the agency. The Office consists of the Director of Administration 
and his immediate office, Divisions of Personnel, Budget and Finance, and General 
Services, and the Library. 
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5. Deiegations of Final Authority. The Commission has authorized : 

a. The Secretary, or in his absence, the Acting Secretary, to: 

(1) Sign official correspondence on behalf of the Commission. 

(2) Prescribe the time for filing by electric utilities, licensees, natural gas 
companies, and other persons, answers to complaints, petitions, motions, and other 
pleadings and documents, provided that no answers shall be required to be filed in 
less than ten days after the date of service of the pleading or document to which 
answer is to be made. 

(3) Schedule hearings and issue notices thereof. 

(4) Accept for filing, subject to the order of the Commission, notices of inter- 
vention and petitions to intervene by State commissions and Federal agencies. 

(5) Reject petitions to intervene filed in a period later than ten days next 
preceding the date the matter is set for hearing, unless good cause is shown for 
the late filing. 

(6) Consolidate proceedings for hearing simultaneously on a consolidated 
record, and sever proceedings which have been consolidated. 

(7) Deny motions or requests for extensions of time filed later than the time 
prescribed by the rules unless good cause is shown for the late filing. 

(8) Reject pleadings, briefs, and other documents filed later than the time 
prescribed by an order, rule, or regulation of the Commission unless good cause 
is shown for the late filing. 

(9) Waive requirements of the Commission’s rules and regulations, when 
consistent with the public interest in a particular case. 

(10) Pass upon questions of extending time for electric public utilities, 
licensees, natural gas companies, and other persons to file required reports, data, 
and information and to do other acts required or allowed to be done at or 
within a specific time by any rule, regulation, license, permit, certificate, or 
order of the Commission, not to exceed in any event an extension of six months 
beyond the time or period originally prescribed. 

(11) Accept service of process upon behalf of the Commission. 

(12) Accept for filing bonds and undertakings submitted pursuant to the 
requirements of Commission orders when they are found to be satisfactory. 

(13) Notify independent producers, as defined in section 154.91 of the Com- 
mission’s Regulations Under the Natural Gas Act (18 CFR 154.91), of the 
acceptance of the statements, filed by such producers, invoking section 157-28 
of said regulations (18 CFR 157.28), and, when appropriate, notify such pro- 
ducers of the acceptance of the related rate filings, so that the proposed tem- 
porary sales or transportation may proceed upon receipt of such notices. 

(14) Take the following action on rate schedule and certificate filings sub- 
mitted by independent producer natural gas companies prior to issuance on 
September 27, 1956, of Order No. 190 (16 FPC 492, 21 F.R. 7616, October 4, 
1956) involving non-signatory parties or percentage sales which may be found 
to be in conflict with said order: Vacate the orders previously issued granting 
certificates of public convenience and necessity, and cancel the prior acceptances 
of, and reject, the related rate schedules, after the Applicant or filing party 
has been advised that such action is contemplated and given 15 days for filing 
a response to the letter of notification, or upon request of an independent 
producer who is a non-operating signatory party, cancel the prior acceptance of 
and reject the rate schedules where certificate applications have been or are 
currently being rejected; advise the filing party of final action by appropriate 
letter. 

(15) Take the following actions on certificate and rate schedule filings of 
independent producers, where the sales involved are not of an interstate char- 
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acter, or where proposed interstate sales were never made: (i) Upon request 
of the filing party, vacate the order previously issued granting a certificate of 
public convenience and necessity; and (ii) cancel the prior acceptance of and 
permit withdrawal of the related rate schedule upon request of the filing party 
or where the certificate application is concurrently being or has been previously 
withdrawn. 

(16) Publish Notice of Land Withdrawals under Section 24 of the Federal 
Power Act. 

(17) Approve, with respect to particular parcels of land within the project 
area of a licensed water-power project, the conveyance by the licensee to an- 
other legal entity of an interest therein for use for a non-project purpose, sub- 
ject to the right of the licensee, its successors and assigns to use the land for 
all project purposes contemplated by the license for the project. 

b. The Chief Accountant, or in his absence the Acting Chief, to issue inter- 
pretations of the Uniform Systems of Accounts for Public Utilities, Licensees, 
and Natural Gas Companies. 

ce. Regional Engineers of the Bureau of Power, or, in the absence of a Re- 
gional Engineer, the Acting Regional Engineer, to grant 30-day extensions of 
time for filing Power System Statements (Forms 12, 12A, etc.). 

d. The Chief Examiner, and the Examiners designated to preside at hearings, 
to exercise the functions and powers stated and enumerated for presiding offi- 
cers in the Commission’s Rules of Practice and Procedure, particularly section 
1.27 (18 CFR 1.27). 


6. Information and Submittals. 


a. Headquarters of the Federal Power Commission are in the General Ac- 
counting Office Building, 441 G Street, N.W., Washington, D.C. Information 
concerning matters for which the Commission is responsible may be obtained 
in person at that office, or by written request addressed to the Secretary, Fed- 
eral Power Commission, Washington 25, D.C. All formal requests, filings, and 
submittals should be addressed to the Secretary, pursuant to 18 CFR 1.2(c). 

b. Regional Offices of the Bureau of Power, to which should be submitted all 
prescribed Power System Statements, and from which may be obtained in- 
formation concerning power matters assigned to them, are located as follows: 

(1) New York Regional Office, at 139 Centre Street, New York 13, N.Y., 
serving: Connecticut, Delaware, District of Columbia, Maine, Maryland, Massa- 
chusetts, New Hampshire, New Jersey, New York, part of Ohio, Pennsylvania, 
Rhode Island, Vermont, West Virginia, and part of Virginia. 

(2) Atlanta Regional Office, at Peachtree-Seventh Building, 50-7th Street, 
N.E., Atlanta 23, Georgia, serving: Alabama, Florida, Georgia, Kentucky, east- 
ern half of Mississippi, North Carolina, South Carolina, Tennessee, and part 
of Virginia. 

(3) Chicago Regional Office, in the United States Custom House, 610 South 
Canal Street, Chicago 7, Illinois, serving: Illinois, Indiana, Iowa, Michigan, 
Minnesota, parts of Missouri and Montana, North Dakota, part of Ohio, South 
Dakota, Nebraska, and Wisconsin. 

(4) Fort Worth Regional Office, at 300 West Vickery Blvd., Fort Worth 4, 
Texas, serving: Arkansas, Colorado, Kansas, Louisiana, parts of Mississippi 
and Missouri, New Mexico, Oklahoma, Texas, and Wyoming: 

(5) San Francisco Regional Office, in the United States Custom House, 555 
Battery Street, San Francisco 11, California, serving: Arizona, California, 
Idaho, part of Montana, Nevada, Oregon, Utah, and Washington. 

ec. Public Files and Records, described in 18 CFR 1.36, are available for 
public inspection in the Office of Public Reference at agency headquarters. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


SUN OIL COMPANY, DOCKET NO. G-18353; SUN OIL COMPANY, 
DOCKET NOS. G-8288, G-—12841, G-12880, G-13316, G-—13444, G—13585, 
G-13617, G—13618, G-—13664, G-13937, G—15010, G-15016, G—15450, G—15633, 
G-15748, G—16257, G—16396, G-16410, G-16621, G—16624, G-—16684, G—16686, 
G-—16700, G-—16810, G-17274, G-17346, G-17717, G-18094; SUN OIL COM- 
PANY (OPERATOR), ET AL. DOCKET NOS. G-13425, G-—13619, 
G-15011, G—156382, G—15768, G—16258, G—16622, G—16685, G—16699, G-—17354, 
G-17923; SUN OIL COMPANY, ET AL., DOCKET NO. G—13426 


ORDER INSTITUTING RATE INVESTIGATION, CONSOLIDATING PROCEEDINGS, AND FIXING 
DATE OF HEARING 


(Issued April 29, 1959) 


The above-entitled proceedings in Docket Nos. 8288, through and inclusive 
of G-18094, Docket Nos. G—13425, through and inclusive of G—17923, and Docket 
No. G—13426, involve increase rate proposals made by Sun Oil Company (Sun), 
as an individual, as Sun Oil Company (Operator), et al., and as Sun Oil Com- 
pany, et al., which have been suspended by orders of the Commission with the 
provisions that public hearings be held thereon. In order to facilitate such 
hearings and to dispose of the proceedings as promptly as possible, it is con- 
sidered that such related proceedings should be heard on a consolidated record. 

In addition to the questions concerning the lawfulness of Sun’s increase rate 
proposals, the large number of sales of natural gas that have been suspended 
by the Commission raise the question of the lawfulness of the rate remaining in 
effect by virtue of the respective suspension orders. In view of these questions, 
it is appropriate that a rate investigation be instituted herein and that such 
investigation be broad enough to cover all of the Sun Oil Company’s rates and 
charges for sales of gas subject to the jurisdiction of the Commission. It ap- 
pears that, upon the basis of data available to the Commission, the rates, 
charges, and classifications for or in connection with, the sale or transportation 
of natural gas by the Sun Oil Company subject to the jurisdiction of the Com- 
mission, the rules and regulations, practices, and contracts relating thereto may 
be unjust, unreasonable, unduly discriminatory, or preferential. 


The Commission finds: 


(1) Sun Oil Company is an independent producer of natural gas and is a 
“natural-gas company” within the meaning of the Natural Gas Act, being en- 
gaged in the sale and delivery of natural gas in interstate commerce for resale 
for ultimate public consumption. 

(2) It is necessary and proper in the public interest and to aid in the en- 
forcement of the provisions of the Natural Gas Act that an investigation be 
instituted by the Commission, upon its own motion, into and concerning all 
rates, charges, or classifications demanded, observed, charged, or collected by 
Sun Oil Company in connection with any transportation or sale of natural gas, 
subject to the jurisdiction of the Commission, and any rules, regulations, prac- 
tices, or contracts affecting such rates, charges, or classifications. 

(3) The hearings ordered in the aforementioned suspension orders, as well as 
Sun’s rate investigation proceeding, should be consolidated for hearing as here- 
inafter provided. 
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The Commission orders: 


(A) An investigation of Sun Oil Company is hereby instituted under the 
provisions of the Natural Gas Act for the purpose of enabling the Commission 
to determine whether, with respect to any transaction or sale of natural gas, 
subject to the jurisdiction of the Commission, made or proposed to be made by 
Sun Oil Company, any of the rates, charges, or classifications demanded, ob- 
served, charged, or collected, or any rules, regulations, practices, or contracts 
affecting such rates, charges, or classifications are unjust, unreasonable, un- 
duly discriminatory, or preferential. 

(B) If the Commission, after a hearing has been had, shall find with respect _ 
to Sun that any of its rates, charges, classifications, rules, regulations, prac- 
tices, or contracts, subject to the jurisdiction of the Commission, are unjust, 
unreasonable, unduly discriminatory, or preferential, the Commission will 
thereupon determine and fix by order, or orders, just and reasonable rates, 
charges, classifications, rules, regulations, practices, or contracts to be there- 
after observed and in force. 

(C) In accordance with the Commission’s prior orders for hearings in each 
of the above-entitled proceedings and pursuant to the authority contained in and 
subject to the jurisdiction conferred upon the Federal Power Commission by 
the Natural Gas Act, including particularly Sections 4, 5, 14, 15, and 16 thereof, 
and the Commission’s Rules and Regulations (18 CFR, Chapter I), the pro- 
ceedings in the above-designated Docket Nos. G—8288, through and inclusive 
of G—18094, Docket Nos. G—13425, through and inclusive of G—17923, Docket No. 
G-13426, and G—18353, are hereby consolidated for the purpose of hearing. 

(D) The public hearing will commence on Tuesday, July 21, 1959, at 10:00 
a.m. (EDST), in a Hearing Room of the Federal Power Commission, 441 G 
Street NW., Washington, D.C., concerning the matters involved and the issues 
presented in the consolidated proceedings designated in paragraph (C) above. 

(E) When the said hearing commences on July 21, 1959, Sun Oil Company 
shall go forward first and complete the presentation of evidence in its direct 
cases in these consolidated proceedings. The presiding examiner shall there- 
after proceed as may be found appropriate under the Commission’s Rules of 
Practice and Procedure. 

(F) Interested State commissions may participate as provided by Sections 
1.8 and 1.37(f) of the Commission’s Rules of Practice and Procedure (18 CFR 
1.8 and 1.37 (f) ). 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


UNION PRODUCING COMPANY, DOCKET NO. G-—18354; UNION PRO- 
DUCING COMPANY, DOCKET NOS. G-—13811, G—13820, G-14114, G-14352, 
G-—14553, G-15549, G-15661, G—15745, G-—16336, G-—16725, G-—17589, G-17606; 
UNION PRODUCING COMPANY (OPERATOR), ET AL., DOCKET NO. 
G-15550 


ORDER INSTITUTING RATE INVESTIGATION, CONSOLIDATING PROCEEDINGS, AND 
FIXING DATE OF HEARING 


(Issued April 29, 1959) 


By notice dated March 30, 1959, the proceedings instituted by the Commission 
in Docket Nos. G—13811, through and inclusive of G—17606, and Docket No. 











608 FEDERAL POWER COMMISSION 


















































G-—15550, were consolidated and set for hearing on June 23, 1959. All of the 
aforementioned proceedings involve increased rate proposals filed by Union 
Producing Company (Union), as an individual and as Operator, et al., which 
were suspended by orders of the Commission in accordance with the provisions 
of Section 4 of the Natural Gas Act. 

In view of the fact that suspension orders are outstanding with respect to a 
large number of sales by Union, raising the question of the lawfulness of the 
rates remaining in effect by virtue of the respective suspension orders, it is 
appropriate that a rate investigation be instituted herein and that such investi- 
gation be broad enough to cover all of Union’s rates and charges for sales of gas, 
subject to the jurisdiction of the Commission. It appears that, upon the basis 
of data available to the Commission, the rates, charges, and classifications for 
or in connection with the sales or transportation of natural gas by Union, subject 
to the jurisdiction of the Commission, and the rules and regulations, practices, 
and contracts relating thereto may be unjust, unreasonable, unduly discrimina- 
tory, or preferential. 


The Commission finds: 


(1) Union Producing Company is an independent producer of natural gas 
and is a “natural-gas company” within the meaning of the Natural Gas Act, 
being engaged in the sale and delivery of natural gas in interstate commerce for 
resale for ultimate public consumption. 

(2) It is necessary and proper in the public interest and to aid in the enforce- 
ment of the provisions of the Natural Gas Act that an investigation be instituted 
by the Commission, upon its own motion, into and concerning all rates, charges, 
or classifications demanded, observed, charged, or collected by Union Producing 
Company in connection with any transportation or sale of natural gas, subject 
to the jurisdiction of the Commission, and any rules, regulations, practices, or 
contracts affecting such rates, charges, or classifications. 


The Commission orders: 


(A) An investigation of Union Producing Company is hereby instituted 
under the provisions of the Natural Gas Act, particularly Sections 5 and 15. 
thereof, for the purpose of enabling the Commission to determine whether, with 
respect to any transportation or sale of natural gas, subject to the jurisdiction 
of the Commission, made or proposed to be made by Union Producing Company, 
any of the rates, charges, or classifications demanded, observed, charged, or 
collected, or any rules, regulations, practices, or contracts affecting such rates, 
charges, or classifications are unjust, unreasonable, unduly discriminatory, or 
preferential. 

(B) If the Commission, after a hearing has been had, shall find with respect 
to Union Producing Company that any of its rates, charges, classifications, rules, 
regulations, practices, or contracts, subject to the jurisdiction of the Commis- 
sion, are unjust, unreasonable, unduly discriminatory, or preferential, the 
Commission will thereupon determine and fix by order or orders just and reason- 
able rates, charges, classifications, rules, regulations, practices, or contracts 
to be thereafter observed and in force. 

(C) Pursuant to the authority contained in and subject to the jurisdiction 
conferred upon the Federal Power Commission by the Natural Gas. Act, including 
particularly Sections 4, 5, 14, 15, and 16 thereof, and the Commission’s Rules 
and Regulations (18 CFR, Chapter I), the proceedings in the above-designated 
Docket Nos. G—13811, through and inclusive of G—17606, and Docket No. G—15550, 
and the rate investigation proceeding hereby instituted in Docket No. G—18354, 
are hereby consolidated for the purpose of hearing. 
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(D) The public hearing heretofore scheduled to commence on June 23, 1959, 
at 10:00 a.m. (EDST), in a Hearing Room of the Federal Power Commission, 
441 G Street, NW., Washington, D.C., shall concern the matters involved and the 
issues presented in the consolidated proceedings designated in paragraph (C) 
above. 

(E) When the said hearing commences on June 23, 1959, Union Producing 
Company shall go forward first and complete the presentation of evidence in 
its direct cases in these consolidated proceedings. The presiding examiner 
shall thereafter proceed as may be found appropriate under the Commission’s 
Rules of Practice and Procedure. 

(F) Interested State commissions may participate as provided by Sections 
1.8 and 1.37(f) of the Commission’s Rules of Practice and Precedure (18 CFR 
1.8 and 1.37(f)). 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G—17257 





FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued April 30, 1959) 


On December 15, 1958, El Paso Natural Gas Company (Applicant) filed in 
Docket No. G—17257 an application pursuant to ‘Section 7(c) of the Natural 
Gas Act for a certification of public convenience and necessity authorizing the 
construction and operation of small scale budget-type routine facilities during 
the calendar year 1959, all as more fully set forth in the application, supple- 
mented on January 8, 1959, and amended on January 29, 1959. 

The proposed facilities consist of : 

(1) Not more than 30 main line taps, with appurtenant facilities, through 
which Applicant will sell and deliver from 50 to 500 Mecf of natural gas per 
day to existing resale customers in Texas, New Mexico and Arizona, at an 
estimated cost of $275 per tap, or a maximum total of $8,250 for 30 taps. 

(2) Not more than 15 meter stations, with regulating and other necessary 
appurtenances, to sell and deliver from 50 to 5,000 Mcf of natural gas per day 
to existing resale customers, at an estimated cost of $2,000 to $6,000 per meter 
station, or a maximum total of $90,000 for 15 meter stations. 

(3) Two lateral or branch pipelines, with related metering and appurtenant 
facilities, of not less than 2 inches nor more than 65% inches outside diameter and 
of unknown length and location at this time, to sell and deliver from 50 to 
5,000 Mcf of natural gas per day to existing resale customers, at a maximum 
estimated cost of $350,000 per line, or a maximum total of $700,000 for the two. 

The total estimated cost of all facilities proposed under this application will 
not exceed $798,250, which Applicant proposes to finance from its working 
funds or short-term loans. 

The following maximum volumes of natural gas are anticipated to be required 
during vue calendar year 1959, under this application: 





Mef at 14.73 Psia 
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30 Taps 15 Meter Total 





stations 
| } 
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No increase in main line capacity is proposed. All sales are to be made under 
existing filed rates or rates subsequently made effective by the Commission. 

The deliveries proposed under this application would not have a substantial 
impact on Applicant’s system gas reserves or its ability to serve its existing 
customers. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
April 14, 1959, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, El Paso Natural Gas Company, a Delaware corporation having 
its principal place of business in El Paso, Texas, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of October 29, 1942, in Docket Nos. G—242 and G-257 (3 FPC 
851). 

(2) The facilities hereinbefore described, as more fully described in the 
application in this proceeding, are proposed to be used in the transportation and 
sale of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, and the construction and operation thereof by Applicant are subject to 
the requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction, to be limited to the calendar year 1959, and the opera- 
tion of the facilities to sell and deliver natural gas, as proposed by Applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued, as hereinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit on or before March 1, 1960, a 
statement under oath showing: (a) the names and locations of each customer to 
be served hereunder, (b) a description of the facilities installed to serve each 
customer, (c) the actual cost of each such project, (d) the volumes of gas to be 
delivered annually and on peak days to each such customer, and (e) the rate 
to be charged each such customer. 

(6) The authorization for construction granted hereinafter should be limited 
to the calendar year 1959 and to a maximum of 30 main line taps not exceeding 
a total cost of $8,250; a maximum of 15 meter stations not exceeding a total 
cost of $90,000; and a maximum of 2 lateral lines of up to 6-inch diameter not 
exceeding a total cost of $700,000 and an individual cost of $350,000. The de- 
liveries of natural gas under this authorization should be limited to a daily 
maximum of 500 Mcf per tap and a maximum of 5,000 Mcf per day per meter 
station. 

(7) Public convenience and necessity require that the general terms and condi- 
tions set forth in paragraphs (a) and (e) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act (18 CFR 157.20) should attach to the 
certificate hereinafter issued to Applicant and to the exercise of the rights 
granted thereunder. 

(8) A request during the public hearing by staff counsel for the omission of 
the intermediate decision procedure herein was unopposed by any party of 
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record and, not having been denied by the Commission, is granted pursuant to 
Section 1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 





(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing El Paso Natural Gas Company to construct and op- 
erate the proposed facilities to sell and deliver natural gas, all as more fully 
described in the application in this proceeding, upon the terms and conditions 
of this order. 

(B) Applicant shall submit on or before March 1, 1960, a statement under oath 
showing: (a) the names and locations of each customer to be served hereunder, 
(b) a description of the facilities installed to serve each customer, (c) the actual 
cost of each such project, (d) the volumes of gas to be delivered annually and 
on peak days to each such customer, and (e) the rate to be charged each such 
customer. 

(C) The authorization for construction granted in paragraph (A) above shall 
be limited to the calendar year 1959, and to a maximum of 30 main line taps not 
exceeding a total cost of $8,250; a maximum of 15 meter stations not exceeding 
a total cost of $90,000 ; and a maximum of 2 lateral lines of up to 6-inch diameter 
not exceeding a total cost of $700,000 and an individual cost of $350,000. The 
deliveries of natural gas under this authorization shall be limited to a daily 
maximum of 900 Mcf per tap and a daily maximum of 5,000 Mcf per meter station. 

(D) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate issued in paragraph (A) above and to the exercise 
of the rights granted thereunder. 

































Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


NATURAL GAS PIPELINE COMPANY OF AMERICA, DOCKET NO. G-17242 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued April 30, 1959) 





On December 12, 1958, Natural Gas Pipeline Company of America (Applicant) 
filed in Docket No. G—17242 a “budget type” application, as amended on February 
9, 1959, for a certificate of public convenience and necessity, pursuant to Section 
7(c) of the Natural Gas Act, authorizing the construction and operation of 
meter stations, lateral pipelines and taps on its existing transmission system to 
enable it to take into its certificated main pipeline system from time to time 
during the calendar year 1959, natural gas which will be purchased from pro- 
ducers in the general area of said existing transmission system, all as more 
fully set forth in the application and amendment. 

The purpose of the present proposal is to enable Applicant to act with reason- 
able dispatch in contracting for and attaching to its pipeline system new supplies 
of natural gas in various producing areas generally coextensive with its system. 

The total cost of all projects for which authorization is sought herein is not 
to exceed $1,000,000, with no single project to exceed a cost of $250,000. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
April 14, 1959, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of the 
556—794—63 41 
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application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(c)(1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Natural Gas Pipeline Company of America, a Delaware cor- 
poration having its principal place of business in Chicago, Illinois, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of October 13, 1942, in Docket No. G-235 (3 FPC 
830). 

(2) The facilities hereinbefore described, as more fully described in the appli- 
cation and supplement in this proceeding, are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, and the construction and operation thereof by Applicant are 
subject to the requirements of Subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willingly properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities to take natural gas from 
producers thereof during the calendar year 1959 as proposed by Applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit on or before March 1, 1960, a 
statement under oath showing: (a) names of fields connected, (b) estimates of 
gas supplies attached, (c) description of the project or projects constructed pur- 
suant to the authorization granted hereinafter, (d) the location of said project 
or projects, and (e) the costs of the facilities so constructed. 

(6) The authorization granted hereinafter should be limited to expenditures 
for construction during the calendar year 1959, and the total expenditures for 
facilities authorized to be constructed hereinafter should be limited to $1,000,000 
with no single project at any given location to exceed a cost of $250,000. 

(7) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a) and (e) of Section 157.20 of the Commis- 
sion’s Regulations under the Natural Gas Act (18 CFR 157.20) should attach 
to the certificate hereinafter issued to Applicant and to. the rights granted 
thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted, pursuant to Section 
1.30(¢) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Natural Gas Pipeline Company of America to construct and 
operate the proposed facilities to take natural gas, all as more fully described 
in the application and supplement in this proceeding, upon the terms and condi- 
tions of this order. 

(B) Applicant shall submit on or before March 1, 1960, a statement under 
oath showing: (a) names of fields connected, (b) estimates of gas supplies at- 
tached, (c) description of the project or projects constructed pursuant to the 
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hat authorization granted in paragraph (A) above, (d) the location of said project 

der or projects, and (e) the costs of the facilities so constructed. 

s of (C) The authorization granted in paragraph (A) above shall be limited to 
expenditures for construction during the calendar year 1959, and the total ex- 
penditures for facilities to be constructed under this authorization shall be limited 

cor- to $1,000,000, with no single project at any given location to exceed a cost of 

ral- $250,000. 

und (D) The general terms and conditions set forth in paragraphs (a) and (e) 

"PC of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate issued in paragraph (A) above and to the 

ypli- exercise of the rights granted thereunder. 

ans- 

n of 

are Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 

ural William R. Connole and Arthur Kline. 

‘orm OROVILLE-WYANDOTTE IRRIGATION DISTRICT, PROJECT NO. 2088 

on ORDER FURTHER AMENDING LICENSE (MAJOR) AND PERMITTING WITHDRAWAL OF 

SUPPLEMENTAL FILING 

from 

, are (Issued April 30, 1959) 

ould 

Application was filed June 9, 1958, and supplemented February 16, 1959, by 

* the the Oroville-Wyandotte Irrigation District of Oroville, California, licensee for 

60, a major Project No. 2088 known as the South Fork Project, located on the South 

es of Fork of Feather River, Slade Creek (tributary of the North Fork of Yuba River), 

pur- and on Lost Creek (tributary of the South Fork of Feather River), in Butte, 

‘oject Plumas, Sierra and Yuba Counties, California, affecting lands of the United 
States within the Plumas National Forest, and other lands of the United States, 

tures for approval of revised exhibits showing an enlargement of all project works 

s for (except Lost Creek dam and reservoir, constructed prior to the issuance of the 

0,000 license for Project No. 2088) and requesting an extension of the time to complete 
the construction of the project. 

i con- The proposed enlargement of project works now authorized under the license 

mmis- would increase the total storage capacity of the project reservoirs from 109,700 

ittach acre-feet to 163,400 acre-feet and the installed capacity from 62,500 kva to 90,000 

anted kva, the latter not including capacity proposed to be installed in the Kelly Ridge 
Powerhouse. 

of the A further application was filed September 22, 1958 by the licensee for authori- 

record zation to construct the Kelly Ridge development. The Kelly Ridge development 
ection would consist of Miners Ranch Terminal Reservoir, Miners Ranch Conduit of 
tunnel and open canal, and Kelly Ridge Powerhouse with tunnel and penstock. 
The Kelly Ridge Powerhouse would be located on the Feather River. The fur- 
ther application was supplemented by the filing on December 15, 1958 for an 
hereby alternate all-canal Miners Ranch Conduit, which would have required a slightly 
ct and modified Miners Ranch Terminal Reservoir. However, by telephone on or about 
icribed February 12, 1959, the licensee advised the Commission’s staff that it had decided 
condi- to consider only one version of the conduit which would be a modification of 
that contemplated in the application filed September 22, 1958. The licensee also 
under advised that it would file revised exhibits to cover the modification. We have con- 
woe ae strued the licensee’s telephonic advice as a request for permission to withdraw 


the supplemental filing of December 15, 1958. 
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The proposed modification of the presently licensed development and the ad- 
dition of the Kelly Ridge development are sought to: (1) permit licensee to 
meet provision of an agreement with the Yuba County Water District, dated 
March 21, 1958, requiring the licensee to deliver water to several points; and (2) 
fulfill the licensee’s commitments under its tentative power sale contract with 
Pacific Gas and Electric Company. 

Subsequent thereto a further application was filed February 24, 1959, by the 
licensee, for further amendment of the license to: (1) change the effective date 
of the license from August 1, 1952 to June 15, 1959, and (2) extend the date for 
completion of project construction from August 1, 1959, as specified in the li- 
cense as presently amended, to June 15, 1962. This application superseded that 
part of the application of June 9, 1958 seeking an extension of time to 
complete the project. 

The primary purposes of the project are to develop irrigation and domestic 
water supplies for the use of the licensee and for the use of the Yuba County 
Water District. The electric power features are included in the project in order 
to provide revenue for reimbursement of construction costs of the project. It 
is planned that construction funds be raised through the sale of revenue bonds 
payable from revenues derived from the sale of project power. The licensee ad- 
vises that it has negotiated a definite contract with the Pacific Gas and Electric 
Company for the sale of such project power. Under the contract, payment from 
the company is to commence upon the completion of the project and the fulfilling 
of the project reservoirs, and such payment will continue to June 15, 2009, or any 
earlier termination date of the project license. In order to service the bonds 
required to finance the project, based on prevailing interest rates and construction 
costs, the payments by the power company to the licensee must continue for 50 
years. 

The aforementioned plan for financing construction of the proposed project, 
which was contemplated at the time of applying for the license, was delayed by 
the failure of the licensee to obtain State water rights necessary to the power 
features of the proposed project. It appears that prior to the filing on July 9, 
1951 of its application for license, the licensee had filed applications with the 
California Division of Water Resources (now Water Rights Board) for appropri- 
ations of water supplemental to rights already granted. The applications were 
protested by Yuba County Water District which had filed conflicting applica- 
tions. Extensive hearings on these applications, held by the Division of Water 
Resources in 1953, 1955 and 1956, resulted in a decision in each case by the 
Board which ordered that some cooperative agreement be negotiated between the 
applicants for a project that would supply water for both areas. Negotiations 
were undertaken but reached an impasse until March 21, 1958 when a contract 
was executed between Yuba County Water District and the licensee permitting 
construction by the licensee of Project No. 2088. Pursuant to the contract, the 
Water Rights Board on May 29, 1958 issued its Decision No. D-907, which, as 
subsequently amended, granted the necessary permits for appropriation of 
water. 

Immediately thereafter, the licensee employed a design engineering firm, 
financial consultants, and bond counsel. Extensive field investigations and design 
of project works, preparation of bid documents, plans and specifications, and 
work on financing of the project and the issuance of revenue bonds, were all 
accomplished in 1958. On December 16, 1958 a general election authorized a 
revenue bond issue in an amount not to exceed $62,000,000. The work on financ- 
ing involved the negotiation of the aforementioned contract with Pacific Gas 
and Electrical Company, the final execution of which awaits the change in 
the effective date of the license requested by the licensee. 
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The licensee has substantially completed the surveying, field investigation, 
design, drilling, and other preliminary works on the project described in the 
license as presently amended and as the license would be further amended pur- 
suant to applications therefor filed with the Commission. Invitations were 
issued for bids as of March 16, 1959 for the supplying of generating equipment 
and major electrical equipment. The schedule for preliminaries to the start of 
actual construction on June 15, 1959 also included a call for construction bids as 
of March 15, 1959, a call for a bond bid on May 1, 1959, and the award of con- 
struction and bond contracts on May 18, 1959. 

Although actual construction of works authorized to be built under the 
license has not yet commenced, the above-mentioned preliminary actions by the 
licensee support its claim of diligence in its efforts to initiate commencement 
of construction of the project. 

By telegram of March 17, 1959, the licensee requested exclusion from the 
license of Article 35, which reserved to the United States certain rights with 
relation to the development of the Bidwell Bar Dam Site. The issuance of 
license by the Commission for Project No. 2100 on February 11, 1957, for the 
development of such site to the Department of Water Resources of the State of 
California, renders the retention of such article in the license superfluous. 

The Chief of Engineers, the Assistant Secretary of the Department of the 
Interior, the Chief, Forest Service of the Department of Agriculture and the 
Assistant Secretary of the Department of Agriculture have all reported that 
their interests are adequately protected under the present provisions of the 
project license. The California Department of Fish and Game has reported 
no recommendations are necessary. 


The Commission finds: 


(1) The license, further amended as hereinafter provided, will not interfere 
or be inconsistent with the purposes of any withdrawal of public lands or with 
the purposes for which the Plumas National Forest was created or acquired, and 
will not alter any of the basic facts upon which the license was issued. 

(2) Public notice has been given for each application. No protest has been 
received. 

(3) The exhibits hereinafter described in the following paragraph (A), 
filed as part of the applications, conform to the Commission’s rules and regula- 
tions and should be approved as part of the license for the project as hereinafter 
provided, and the exhibits hereinafter described in the following paragraph (B) 
as being superseded should be excluded from the license. 

(4) Exhibit K covering the Kelly Ridge development of the project and 
Exhibit L drawings showing the final design of dam structures and the Miners 
Ranch Terminal Reservoir are of a preliminary character and should be revised 
and filed for Commission approval and no construction of such dam structures 
shall begin prior to Commission approval of Exhibit L drawings, as hereinafter 
provided. 

(5) The increased amount of annual charges to be paid under the license 
as further amended for the purpose of recompensing the United States for the 
use, occupancy and enjoyment of its lands, with the exception of the lands used 
in the Kelly Ridge development, is reasonable as hereinafter fixed. 

(6) It is desirable to reserve for future determination the amount of annual 
charges for the use, occupancy and enjoyment of lands of the United States by 
the proposed Kelly Ridge development, as hereinafter provided. 

(7) Article 35 should be eliminated from the license. 
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The Commission orders: 


(A) The following described exhibits, which are designated “South Fork 
Project,” are approved as part of the license: 


Exhibit FPC No. 2088 
Ja —23 
K-la —24 
K-2a —25 
K-3a —26 
K-4a —27 
K-5a —28 
K-6a —29 
L-la -—30 
L-2a —31 
L-3a —32 
L—4a -—33 
L-5a —34 
L-6a —35 
L-7a —36 
L-9a —37 
L-9b —38 
L-9ce —39 
L-10a —40 
L-10b —41 
L-lla —42 
I-13a —44 
L-l4a —45 
L-l5a —46 
L-18 —47 
L-19 —48 
L-20 —49 
L-16 -—51 
L-17 —52 
M 


M-2 


Entitled 

General Location Maps; 
Project Boundary Map, sheet 1 of 2; 
Project Boundary Map, sheet 2 of 2; 
Grass Valley Reservoir Topographic Map, sheet 1 of 2; 
Grass Valley Reservoir Topographic Map, sheet 2 of 2; 
Slate Creek Reservoir Topographic Map; 
Sly Creek Reservoir Topographic Map; 
Grass Valley Dam General Plan; 
Grass Valley Dam Sections & Spillway; 
Grass Valley Dam Elevation and Outlet Works; 
Slate Creek Dams; 
Sly Creek Dam General Plan; 
Sly Creek Dam Spillway Sections; 
Sly Creek Dam Sections, Profile & Outlet; 
South Fork Diversion Dam; 
South Fork Diversion Tunnel; 
Slate Creek Diversion Tunnel; 
Woodleaf Development Plan & Profile of Tunnel; 
Woodleaf Development Plan & Profile of Penstock; 
Woodleaf Power Plant Floor Plans; 
Woodleaf Power Plant Section & Elevations; 
Forbestown Power Plant Floor Plans; 
Forbestown Power Plant Section & Elevations; 
Ponderosa Dam & Forbestown Afterbay; 
Forbestown Development Diversion Reservoir; 
Forbestown Development Plan & Profile of Tunnel; 
Forbestown Development Plan & Profile of Penstock; 
Miners Ranch Terminal Reservoir and Kelly Ridge Power 

Development Conduit; 
Kelly Ridge Power Plant Plan and Sections; 


entitled ‘‘February 11, 1959 Revision” comprising one typewritten page; 


and 


entitled ““General Description of Equipment” for Kelly Ridge power plant 
comprising two typewritten pages filed September 22, 1958. 


(B) Superseded Exhibits J (FPC No. 2088-1), K-1 to -6 (FPC Nos. 2088-2 
to -7), L-1 to -7 (FPC No. 2088-8 to -14), L-9 to -15 (FPC No. 2088-16 to -22), 
and M (two sheets) entitled “General Description of Equipment” filed July 9, 
1951, now part of the license, are eliminated from the license. 

(C) The license for Project No. 2088, issued on July 21, 1952 to Oroville- 
Wyandotte Irrigation Distict, of Oroville, California, is hereby further amended, 
effective, April 1, 1959, as follows: 

PARAGRAPH I. Paragraph (b) of the license is amended to read as follows: 

(b) Principal structures consisting of : 

(1) A rock-fill dam about 200 feet high, across South Fork of Feather River, 
creating the Grass Valley Reservoir which at elevation 5046 will have a gross 
storage capacity of 93,000 acre-feet ; 

(2) A concrete arch dam 130 feet high, across Slate Creek, creating the Slate 


Creek Reservoir which at elevation 3816 will have a capacity of 5,600 acre-feet; 
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(3) A rock-fill dam 265 feet high, across Lost Creek, creating Sly Creek Reser- 
voir which at elevation 3520 will have a storage capacity of 59,000 acre-feet ; 

(4) An existing concrete arch dam, constructed prior to license, about 100 feet 
high, across Lost Creek, creating Lost Creek Reservoir which at elevation 3282 
has a storage capacity of 5,800 acre-feet ; 

(5) Two diversion tunnels about 12,700 and 14,350 feet long extending from 
Slate Creek and the South Fork of Feather River, respectively, each terminating 
near the upper end of Sly Creek Reservoir and the diversions to be affected by 
concrete arch dams 53 feet and 45 feet high, respectively ; 

(6) A concrete arch diversion dam about 85 feet high across South Fork of 
Feather River, to allow maximum forebay regulation to elevation 1783 for 
the proposed Forbestown Powerhouse, the diversion dam to be located about 1,980 
feet downstream from the proposed Woodleaf Powerhouse ; 

(7) A concrete arch dam about 138 feet high, to be known as Ponderosa Dam, 
across South Fork of Feather River below the Forbestown Powerhouse, with 
spillway crest at elevation 960, and forming a reservoir with an effective pondage 
capacity of about 1,748 acre-feet ; 

(8) Woodleaf Powerhouse on South Fork of Feather River, to be served 
by a pressure tunnel extending 18,400 feet from Lost Creek Reservoir to a portal 
and thence by a single penstock 3,630 feet long, the proposed powerhouse to con- 
tain one impulse turbine rated at 71,000 horsepower and direct-connected to a 
generator rated at 58,000 kva ; 

(9) Forbestown Powerhouse on South Fork of Feather River, to be served 
by a pressure tunnel extending 18,290 feet to a portal and thence by a single 
penstock 1,270 feet long, the proposed powerhouse to contain a single 39,000 
horsepower turbine direct-connected to a generator rated at 32,000 kva; 

(10) A conduit extending between the Forbestown Forebay formed by Pon- 
derosa Dam and Miners Ranch Terminal Reservoir ; 

(11) A rock-fill dam located in Section 18, T. 19 N., R. 5 E., MDM, California, 
creating the Miners Ranch Terminal Reservoir ; 

(12) Kelly Ridge Powerhouse on the left bank of Feather River, to be served 
by a tunnel extending 6,000 feet from Miners Ranch Terminal Reservoir to a 
portal and thence by a single penstock 6,320 feet long and incorporating a surge 
tank, the proposed power plant to contain one 13,000 horsepower turbine direct- 
connected to a generator rated at 10,000 kva or 9,000 kw at 0.9 power factor; 

(13) A substation and appurtenant facilities at each of the proposed 
powerhouses. 

PARAGRAPH II. Paragraph (A) of the license is amended to read as follows: 

(A) This license is issued to Oroville-Wyandotte Irrigation District, of Oro- 
ville, California, for a period of 50 years, effective as of April 1, 1959, for the 
construction, operation and maintenance of Project No. 2088, subject to the 
terms and conditions of the Act which are incorporated by reference as part of 
this license, and subject to such rules and regulations as the Commission has 
issued or prescribed under provisions of the Act. 

PARAGRAPH III. Article 28, as amended by Commission’s order issued 
July 16, 1954, is further amended as of April 1, 1959 to read as follows: 

Article 28. The licensee shall commence construction of the project within 
two years from April 1, 1959, and shall complete construction within four years 
from April 1, 1959. 

PARAGRAPH IV. Article 43 of the license is amended in the following 
respects : 

(a) Paragraph (i) is amended by substituting “(120,000 horsepower)” for 
“(75,000 horsepower)” as the authorized installed capacity; and 
(b) Paragraph (ii) is amended to read as follows: 
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(ii) For the purposes of recompensing the United States for the use, occu- 
pancy and enjoyment of its lands, $6,230.52 and an amount to be hereafter deter- 
mined for those lands occupied by facilities of the Kelly Ridge development 
of this project. 

PARAGRAPH V. The license for the project is amended to include therein 
the following additional special condition designated Article 46: 

Article 46. The Licensee shall submit in accordance with the Commission’s 
rules and regulations Exhibit K covering the Kelly Ridge development of the 
project and Exhibit L drawings showing the final design of dam structures 
and the Miners Ranch Terminal Reservoir; and the Licensee shall not begin 
construction of such structures until the Commission approves the Exhibit L. 

PARAGRAPH V. Article 35 is eliminated from the license. 

(D) The Licensee is permitted to withdraw the aforementioned supplemental 
application filed December 15, 1958. 

(E) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313(a) of 
the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this amendment of license. In acknowledgment of the acceptance 
of this amendment of license, it shall be signed for the Licensee and returned 
to the Commission within 60 days from the date of issuance of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


CITIBS SERVICE GAS COMPANY, DOCKET NO. G-17502 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued May 1, 1959) 















































On January 12, 1959, Cities Service Gas Company (Applicant) filed in 
Docket No. G—17502 an application pursuant to Section 7(c) of the Natural 
Gas Act for a certificate of public convenience and necessity authorizing the 
construction and operation of field facilities to enable Applicant to take into 
its certificated main pipeline system natural gas which will be purchased from 
producers in the general area of its existing transmission .system from time to 
time during the calendar year 1959, all as more fully set forth in the application. 

The purpose of the present proposal is to augment Applicant’s ability to 
act with reasonable dispatch in contracting for and attaching to its pipeline 
system new supplies of natural gas in various producing areas generally co- 
extensive with its system. 

The total cost of all projects for which authorization is sought herein is 
not to exceed $500,000, with no single project to exceed a cost of $100,000. 

Pursuant to due notice a public hearing was held in Washington, D.C., on 
April 15, 1959, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 





(1) Applicant, Cities Service Gas Company, a Delaware corporation having 
its principal place of business in Bartlesville, Oklahoma, is a “natural-gas 
company” with the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of December 28, 1943, in Docket No. G-298 (4 
FPC 471). 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, as integral parts of Applicant’s pipeline system and the 
construction and operation thereof by Applicant are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The construction and operation of the facilities hereinbefore described 
will enable Applicant to connect its system with new sources of supply re- 
quired by the public convenience and necessity, and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas 
Act and the requirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act (18 CFR 157.20) should at- 
tach to the certificate issued to Applicant herein and to the exercise of the 
rights granted thereunder. 
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(6) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit, prior to March 1, 1960, a state- 
ment under oath showing: (a) names of fields connected, (b) estimates of 
gas supplies attached, (c) a description of the project or projects that have 
been constructed pursuant to the authorization granted hereunder, during 
the calendar year 1959, (d) the location of said project or projects, and (e) the 
costs of the facilities constructed. 

(7) The authorization granted in the certificate referred to in paragraph (3) 
above should be limited to construction during the calendar year 1959, and 
the total expenditures for facilities so authorized should not exceed a cost of 
$500,000, with no single project to exceed a cost of $100,000. 

(8) A request during the public hearing by Staff counsel for omission of 
the intermediate decision procedure herein was unopposed by any party of 
record and, not having been denied by the Commission, is granted pursuant to 
section 1.30(c)(1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Cities Service Gas Company to construct and operate 
natural gas facilities for the purposes stated, as hereinbefore described and as 
more fully described in the application in this proceeding, upon the terms and 
conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate issued in paragraph (A) hereof and to the exercise 
of the rights granted thereunder. 

(C) The Applicant shall submit to the Commission, prior to March 1, 1960, 
a statement under oath showing: (a) names of fields connected, (b) estimates 
of gas supplies attached, (c) a description of the project or projects that have 
been constructed pursuant to the authorization granted hereunder, during the 
calendar year 1959, (d) the location of said project or projects, and (e) the costs 
of the facilities constructed. 

(D) The authorization granted in paragraph (A) hereof shall be limited to 
construction during the calendar year 1959 only, and the total expenditures for 
facilities so authorized shall not exceed a cost of $500,000, with no single project 
to exceed a cost of $100,000. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-17395 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued May 1, 1959) 


El Paso Natural Gas Company, a Delaware corporation, with principal place 
of business in El Paso, Texas, filed in Docket No. G-17395, on December 29, 1958, 
an application for a certificate of public convenience and necessity, pursuant to 
section 7(c) of the Natural Gas Act, authorizing the construction and operation 
of facilities as hereinafter described, subject to the jurisdiction of the Commis- 
sion, all as more fully represented in the application which is on file with the 
Commission. 
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Applicant proposes to construct and operate a metering station together 
with appurtenant facilities to be located at a point on its existing 30-inch and 
26-inch California System pipeline in Maricopa County, Arizona. Applicant 
states that the proposed facilities are required to enable El Paso to sell and 
deliver natural, gas to Arizona: Public Service Company (Arizona) for resale 
in Gila Bend; Arizona. Arizona is an existing customer of El Paso retailing 
gas in numerous communities in the State of Arizona. 
Arizona’s estimated annual and peak day requirements for the proposed 
service are as follows: 
Volumes—Mef at 14.73 psia 
let year 2nd year Srd year 
Annual: : ree ren as 5 aia sessing 61,200 68,040 73,080 
Penk: Gay TOqmiPOmnOUiR as ona cctsciecniccccsdcnsiswhccchieoneeetntle 433 482 518 


The total estimated cost of facilities to be constructed by El Paso is $5,500, 
including overhead and contingency, to be defrayed from current funds. Arizona 
considers its project as being marginal and because of this, El Paso has agreed 
to contribute $36,000 to Arizona as a contribution in aid of construction. 

By letter filed February 2, 1959, El Paso agreed to charge its contribution of 
$36,000 to Arizona to Account 787.3, Miscellaneous Sales Expenses. 

The proposed. service will not appreciably affect. El Paso’s overall system 
gas supply. 

Pursuant to due notice a public hearing was held in Washington, D.C., on 
April 16, 1959, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 


a decision herein pursuant to Section 1.30(c)(1) of the Commission’s Rules 
of Practice and Procedure. 




























The Commission finds: 





(1) Applicant, a Delaware corporation with its principal place of business in 
the El Paso Natural Gas Building, El Paso, Texas, is a “natural-gas company” 
within the meaning of the Natural Gas Act as heretofore found by the 
Commission. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission as an integral part of Applicant’s pipeline sys- 
tem and the construction and operation thereof by Applicant is subject to 
the requirements of subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) The construction and operation of the facilities hereinbefore described 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (1), (c) (3), (ce) (4), and (e) 
of Section 157.20 of the Commission’s regulations under the Natural Gas Act 


should attach to the certificate issued herein and to the exercise of the rights 
granted thereunder. 
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(6) The granting of the certificate referred to in paragraph (3) above should 
be conditioned upon El Paso charging the $36,000 contribution to Account 787.3, 
Miscellaneous Sales Expenses. 

(7) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure under Section 1.30(c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and 
not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued author- 
izing Applicant to construct and operate natural gas facilities as hereinbefore 
described, all as more fully described in the application in this proceeding. 

(B) The certificate referred to in paragraph (A) above is hereby conditioned 
upon Bl Paso charging the $36,000 contribution to Account 787.3, Miscellaneous 
Sales Expenses. 

(C) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (1), (ce) (3), (ce) (4), and (e) of Section 157.20 of the Commission’s Regu- 
lations under the Natural Gas. Act shall attach to the certificate issued herein 
and to the exercise of the rights granted thereunder. 

(D) The time within which the proposed construction shall be completed 
and service begun is hereby fixed at 3 months from the date of issuance of 
this order. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


GULF STATES UTILITIES COMPANY, DOCKET NO. E-6874 


ORDER AUTHORIZING THE ISSUANCE OF COMMON STOCK 
(Issued May 1, 1959) 


Gulf States Utilities Company (Applicant), incorporated under the laws of 
the State of Texas and qualified to do business as a foreign corporation in the 
State of Louisiana, with its principal place of business in Beaumont, Texas, 
filed an application on April 2, 1959, as amended April 17, 1959, for authoriza- 
tion, pursuant to Section 204 of the Federal Power Act, to issue 250,000 shares 
of no par value Common Stock. 

Applicant proposes on or about May 8, 1959, to invite bids for the purchase of 
the proposed issuance of Common Stock by newspaper publication and through 
distribution of a form of bid therefor, together with a Public Invitation con- 
taining a statement of terms and conditions relating thereto and a form of 
purchase contract. 

All bids, whether from a single bidder or a group of bidders, must be on the 
form of bid provided by Applicant and must be for the purchase of all the 
Common Stock. Each bid must specify the price per share of the Common 
Stock to be received by Applicant and must state that each bidder agrees to 
make a public offering as soon as practicable of all the shares of Common 
Stock to be purchased by it in accordance with the terms of the Common Stock 
purchase contract. In addition, each bid must be accompanied by a certified 
or official bank check or checks in the aggregate amount of $500,000. 

All bids for the proposed issuance must be presented to Applicant at The 
Hanover Bank, Corporate Trust Department, Room A, 70 Broadway, New York 
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15, New York, before 12:00 Noon, New York Time, on May 19, 1959, unless 
postponed. Unless Applicant shall reject all bids (which it reserves the priv- 
ilege to do), or shall exclude a bid or bids for reasons specified in the Public 
Invitation, it will accept the bid for the proposed Common Stock which pro- 
vides it with the highest price per share therefor. 

Applicant proposes to utilize the net proceeds to be obtained from the contem- 
plated issuance of Common Stock, estimated in the approximate total amount 
of $15,000,000, to (1) repay short-term borrowings expected to aggregate ap- 
proximately $5,000,000 prior to the date of sale of the proposed issuance of 
Common Stock;* and (2) carry forward its current construction program, 
along with fulfilling other corporate purposes. Applicant’s construction pro- 
gram is expected to cost approximately $57,000,000 for the year 1959, and ap- 
proximately $97,000,000 for the two-year period 1959-60. During the period 
from January, 1959, to the spring of 1963, Applicant plans to add 1,097,000 kw 
of generating capacity to its electric plant. Among the new steam-electric gen- 
erating facilities included in the program will be a new 111,000 kw generating 
unit expected to be placed in service in June, 1959, at the Nelson Station near 
Lake Charles, Louisiana ; a 162,000 kw unit to be installed at the Nelson Station 
in 1960; one 162,000 kw unit to be installed in 1960 and one 220,000 kw unit 
to be installed in 1963, both at the new Willow Glen Station south of Baton 
Rouge, Louisiana; and a 220,000 kw unit to be installed in the new Bridge 
City, Texas, Station, which is expected to be in service in April, 1962. 

Written notice of the application has been given to the Louisiana Public 
Service Commission and the Texas Railroad Commission, and to the Governor 
of each of those States. Notice has also been given by publication in the Fed- 
eral Register on April 11, 1959 (24 F.R. 2815-16), stating that any person 
desiring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before April 27, 1959, with the Federal 
Power Commission, Washington 25, D.C. No protest, petition or request to be 
heard in opposition to the granting of the application has been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued November 
27, 1957, Gulf States Utilities Company, Docket No. E-6785 (18 FPC 701). 

(2) The proposed issuance and sale of Common Stock, as described above, 
will constitute an issuance of securities within the purview of Section 204 of 
the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission 
within the meaning of Section 204 (f) of the Act; and the proposed issuance 
of securities is, therefore, not exempt by virtue of that Section from the re- 
quirements of Section 204 of the Act. 

(4) The proposed issuance and sale of Common Stock, as hereinafter author- 
ized, will be for a lawful object, within the corporate purposes of Applicant and 
compatible with the public interest, which is appropriate for and consistent with 
the proper performance by Applicant of service as a public utility and which will 


1 By order issued November 26, 1958, Gulf States Utilities Company, Docket No. E-6848 
(20 F.P.C. 759), the Commission authorized Applicant to issue not to exceed $20,000,000, 
aggregate principal amount of Promissory Notes, outstanding at any one time, subject 
to the condition that the final maturity date of all such Notes be not later than December 
1, 1959. 
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not impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 


The Commission orders: 


(A) The proposed issuance and sale of Common Stock, upon the terms and 
conditions and for the purposes specified in the application, as described above, 
are hereby authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale of Common Stock at competitive bidding 
shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2(k) (3) of the Commission’s Regulations under the Federal Power 
Act relating to compliance with competitive bidding requirements, and Section 
34.2(k) (4) of those Regulations relating to affiliation, and shall have either 
filed such amendments or shall have mailed them and advised the Commission 
by telephone and telegraph, as contemplated in Section 34.9 of the Regulations. 

(ii) The Commission, by a further order, shall have approved the price per 
share to be received by Applicant for the proposed issuance of Common Stock. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 90 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
now pending or which may come before this Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States with respect to any securities to which 
this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. G-11657 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued May 1, 1959) 


Northern Natural Gas Company (Applicant), a Delaware corporation with its 
principal place of business in Omaha, Nebraska, filed, on December 26, 1956, an 
application for a certificate of public convenience and necessity pursuant to Sec- 
tion 7(c) of the Natural Gas Act authorizing Applicant to provide firm natural 
gas service to an existing customer for resale to an industrial consumer, as 
hereinafter described, all as more fully represented in the application. 

Applicant proposes to sell approximately 623 Mcf of natural gas per day ona 
firm basis to Minneapolis Gas Company for resale to the Minneapolis Moline 
Company (Moline), in Minneapolis, Minnesota, such gas to be a part of the 
authorized contract quantity Applicant is now authorized to sell to Minneapolis 
Gas Company. 

The application states that Moline uses gas for baking, drying, and heat 
treating of materials used in the manufacture of farm machinery and internal 
combustion engines, and that by reason of the volume of its requirements, 
Moline is classified as a step 5 interruptible customer under Applicant’s tariff 
and is curtailed as such by Applicant when Northern orders Step 5 curtailment 
to Minneapolis Gas Company. Due to the nature of its operations, deliveries to 
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Moline cannot be curtailed, and it is necessary for Minneapolis Gas Company to 
operate its peak shaving facilities to meet the requirements of Moline during 
periods of curtailment by Northern. 

Applicant states that the proposed service will aid Minneapolis Gas Company 
in the operation of its distribution system and, by eliminating the sale of peak 
shaving gas to Moline, will result in an estimated annual saving of $5,460 to 
Minneapolis Gas Company with an estimated additional annual revenue to Ap- 
plicant of approximately $1,600. No additional facilities are proposed. No 
question of gas supplies is involved. 

Temporary authority was issued on February 25, 1957, authorizing the pro- 
posed service. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
April 16, 1959, respecting the matters involved in and the issues presented by 
the applications. No petition to intervene or protest to the granting of the 
applications has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30(c)(1) of its Rules of Practice and 
Procedure. 


The Commission finds: 


(1) Applicant, a Delaware corporation with its principle place of business 
in Omaha, Nebraska, is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission. 

(2) The sale of natural gas by Applicant as heretofore described, and as 
more fully described in the application herein, will be made in interstate com- 
merce, subject to the jurisdiction of the Commission and, is therefore, subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) The sale of natural gas as proposed by Applicant is required by the public 
convenience and necessity, and a certificate therefor should be issued as 
hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform 
the service proposed, and to conform to the provisions of the Natural Gas Act 
and the requirements, rules, and regulations of the Commission thereunder. 

(5) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 
1.30(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued to Appli- 
cant, upon the terms and conditions of this order, authorizing Applicant to 
sell up to 623 Mcf per day of firm natural gas to Minneapolis Gas Company for 
resale to the Minneapolis Moline Company, such gas to be a part of Applicant’s 
authorized contract quantity with Minneapolis Gas Company, as heretofore 
described, all as more fully described in the application in this proceeding. 

(B) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate issued herein and to the exercise of the rights 
granted thereunder. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


PACIFIC NORTHWEST PIPELINE CORPORATION, DOCKET NO. G-17769 


FINDINGS AND OBDER ISSUING CERTIFICATE OF PUBLIC CONVIENCE AND NECESSITY 
(Issued May 1, 1959) 


On February 2, 1959, Pacific Northwest Pipeline Corporation (Applicant) 
filed an application in Docket No. G—17769, pursuant to Section 7(c) of the 
Natural Gas Act, for a certificate of public convenience and necessity authoriz- 
ing the construction and operation of certain natural gas facilities for the 
delivery and sale of natural gas to Goldendale Natural Gas Company, Inc., for 
resale in the community of Goldendale, Washington, and environs, all as more 
fully set forth in the application. 

Applicant’s proposed facilities consist of a measuring and regulating station 
at a point in Klickitat County, Washington, on its existing 26-inch main trans- 
mission line. Goldendale Natural will build the necessary connecting line and 
distribution system. 

The estimated cost of Applicant’s proposed facilities is $7,615. Applicant 
proposes to finance construction of the facilities out of funds currently available. 

The estimated gas requirements of Goldendale are as follows: first year, 
46,700 Mcf annually and 346 Mcf peak day; second year, 63,700 Mcf annually 
and 499 Mcf peak day and third year, 77,250 Mcf annually and 659 Mcf peak 
day. These estimated requirements of natural gas for residential, commercial 
and public building consumers are based on past experience, taking into con- 
sideration contemplated new housing construction in this area. 

The proposed service will have no appreciable impact on Applicant’s available 
gas reserves. 

Temporary authority to construct and operate the facilities proposed in the 
application herein was granted on February 20, 1959. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
April 14, 1959, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 

(1) Applicant, Pacific Northwest Pipeline Corporation, a Delaware corpora- 
tion having its principal place of business in Salt Lake City, Utah, is a “natural 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of June 16, 1954, in Docket No. G—1429. 

(2) The facilities hereinbefore described, as more fully described in the 
application in this proceeding and the exhibits appended thereto, are proposed 
to be used in the transportation and sale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, as integral parts of Applicant’s 
existing pipeline system and the construction and operation thereof by Applicant 
are subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 
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(4) The construction and operation of the proposed facilities by Applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c)(1), (e)(3), (¢) (4), and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
(18 CFR 157.20) should attach to the certificate hereinafter issued to Applicant 
and to the exercise of the rights granted thereunder, and that the time within 
which construction of the facilities authorized by this order shall be completed 
and placed in actual operation should be fixed at one year from the date on 
which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Pacific Northwest Pipeline Corporation to construct 
and operate facilities hereinbefore described, all as more fully described in the 
application in this proceeding and the exhibits appended thereto, for the 
transportation and sale of natural gas subject to the jurisdiction of the Commis- 
sion, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (1), (e) (3), (e) (4), and (e) of Section 157.20 of the Commission’s Regu- 
lations under the Natural Gas Act shall attach to the issuance of the certificate 
granted in paragraph (A) hereof and to the exercise of the rights granted 
thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act is hereby 
fixed at one year from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, DOCKET NO. 
G-16136 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued May 1, 1959) 


Transcontinental Gas Pipe Line Corporation (Transco), a Delaware corpora- 
tion with its principal office in Houston, Texas, filed in Docket No. G-16136 an 
application on August 27, 1958, as supplemented November 14, 1958, pursuant 
to Section 7 of the Natural Gas Act, for a certificate of public convenience and 
necessity authorizing (1) the construction and operation of a meter station, 
together with appurtenances, to be installed in the Church Point Field, Acadia 
Parish, Louisiana, at approximate Milepost 11.43 on its existing 8-inch Church 
Point lateral supply pipeline and (2) to operate the existing Church Point 
lateral which is approximately 13.46 miles in length and extends from a point 
in the Church Point Field to a point of connection with Transco’s main 20- 
inch Louisiana lateral supply pipeline at a point approximately 12.24 miles 
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south of its Compressor Station No. 51, which will enable Transco to purchase 
and receive approximately 1,000 Mcf per day of natural gas produced by Sunray 
Mid-Continent Oil Company (Sunray), in the Church Point Field, subject to 
the jurisdiction of the Commission, all as more fully described in the applica- 
tion on file with the Commission. 

Sunray was authorized in Docket No. G—9265 to make the above sale of gas 
to Transco and the sale is covered by a gas sales contract dated July 25, 1955, 
executed by and between Transco and Sunray, the sole signatory seller party. 
Sunray’s gas has previously been transported from the field to Transco’s system 
by means of facilities owned and operated by Texas Gas Transmission Cor- 
poration (Texas Gas), under a short term transportation agreement between 
Texas Gas and Sunray. This agreement was terminated by Sunray and such 
transportation discontinued on February 6, 1958, necessitating the arrangement 
covered by the instant application. 

Texas Gas rendered the above service pursuant to temporary authority 
granted November 8, 1955, in Docket No. G-9624. Subsequently, Docket No. 
G-—9624 was dismissed by order issued June 4, 1958, pursuant to Texas Gas’ 
motion to dismiss filed April 28, 1958. 

The estimated initial cost of Transco’s proposed metering facilities is $7,700, 
which cost will be financed from company funds. The actual initial cost of 
the previously constructed Church Point lateral is stated as $419,167. 

The gas supply which will become available by the operation of the proposed 
facilities is reasonably adequate to justify the construction and operation of 
the proposed facilities. 

Pursuant to due notice, a public hearing was held in Washington, D.C. on 
April 15, 1959, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision pursuant to Section 1.30(c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Transco, a Delaware corporation, with its principal place of business in 
Houston, Texas, is a “natural-gas company” within the meaning of the Natural 
Gas Act as heretofore found by the Commission. 

(2) The facilities of Transco proposed to be constructed and operated for 
the transportation and sale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, will be an integral part of Transco’s exist- 
ing pipeline system, and will, therefore, be subject to the requirements of Sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Transco is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of facilities hereinbefore de- 
scribed are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s Rules 
of Practice and Procedure, was unopposed by any party of record and, not having 
been denied by the Commission, is granted pursuant to Section 1.30(c) (1) of the 
said Rules. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c)(3), (c)(4) and (e) of Section 
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157.20 of the Commission’s Rules and Regulations, including the Rules of Practice 
and Procedure (18 CFR 157.20) should attach to the issuance of the certificate 
referred to in paragraph (4) above, and to the exercise of the rights granted 
thereunder, and that the time within which construction of facilities authorized 
by this order shall be completed and. said facilities placed in actual operation 
should be fixed at 6 months from the date on which this order issues. 


























The Commission orders: 





(A) A certificate of public convenience and necessity be and the same is hereby 
issued to Transco in Docket No. G—16136 authorizing Transco to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application in this proceeding, for the transportation of natural gas in interstate 
commerce as therein set forth, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(ce) (3), (ec) (4) and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the issu- 
ance of the certificate granted in paragraph (A) hereof, and to the exercise of 
the rights thereunder. 

(C) The time within which the facilities hereby authorized in Docket No. 
G-16136 shall be constructed and placed in actual operation as provided by 
paragraph (b) of Section 157.20 of the Commission’s Rules of Practice and Pro- 
cedure is hereby fixed at 6 months from the date on which this order issues. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


BRAZOS RIVER AUTHORITY, DOCKET NO. E-6884, AND BRAZOS ELEC- 
TRIC POWER COOPERATIVE, INC., COMPLAINANT v.. BRAZOS RIVER 
AUTHORITY, DEFENDANT, DOCKET NO. E-68438 


ORDER INSTITUTING INVESTIGATION 


(Issued May 4, 1959) 



















The Brazos Electric Power Cooperative, Inc. (Cooperative), on September 18, 
1958, filed a complaint with the Commission against the Brazos River Authority 
(Authority). The complaint alleges, among other things, that the Cooperative, 
under a 25-year contract dated March 25, 1941, agreed to purchase and that the 
Authority agreed to sell the entire output of electric energy from the Authority’s 
Morris Sheppard Dam and hydroelectric plant, licensed by this Commission as 
Project No. 1490; that this contract was approved by the Commission on March 14, 
1941; that Section 7 of such contract provides for the reexamination of the Au- 
thority’s generating costs every five years and adjustment of its compensation 
under such contract, subject to approval by the Commission; that the proposal 
for compensation for the fourth 5-year period commencing on June 1, 1957, was 
submitted to the Cooperative and the Rural Electrification Administration on 
February 14, 1957, by the Authority and that such proposal was informally sub- 
mitted to the Commission on March 14, 1957; that said proposal submitted by the 
Authority would provide compensation in excess of the cost of generation as 
contemplated by the contract ; that the Cooperative and the Authority are unable 
to agree upon the compensation; and that the Authority has declared that the 
Commission does not have the jurisdiction to determine the amount of such 
compensation. 
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The complaint further states that in aid of the construction of Project No. 
1490 the Authority received a grant of $4,500,000 from the United States and 
that the terms of said grant provide that all contracts for the sale of electric 
energy produced at such project shall be approved by the Commission. 

The Cooperative further complains that the Authority released and sold 
water stored at such project in such volume as to reduce the primary energy 
available to the Cooperative to an extent substantially less than the amount 
provided for in the contract; that the Authority inequitably apportioned its con- 
sequent costs and revenues so as to increase its computed cost of generating 
electric energy. 

The Cooperative asks that the Commission hold a hearing to fix and determine 
the amount of the annual compensation that the Cooperative should pay to the 
Authority in the fourth 5-year period and for such other and further orders as 
may be just and proper in the premises. 

The Authority, having been served with the complaint, filed answer thereto 
with pleas to the jurisdiction on October 21, 1958, and on November 25, 1958, 
filed motion to dismiss the complaint for lack in the Commission of jurisdiction 
over the subject matter of the complaint. 

The answer of the Authority alleges among other things, that the Commission 
does not have jurisdiction herein because exclusive jurisdiction over the subject 
matter of the complaint is vested in the Board of Water Engineers of the State 
of Texas, pursuant to the laws of Texas and pursuant to the Federal Power 
Act; that the matters in dispute herein involve only the interpretation of con- 
tract, and that jurisdiction over such matters resides solely in the courts in the 
State of Texas. 

The Authority further states, subject to its pleas to jurisdiction, that “irriga- 
tion water revenues are not deductible items from the contract rate of cost of 
generation of electricity at Morris Sheppard Dam”; that the rate now existing 
is “cost of generation” for the period January 1, 1952 through December 31, 1956 
as shown by the books and records of account kept in accordance with the Rules 
and Regulations of the Federal Power Commission ; that alleged release and sale 
of stored water for non-power purposes, revenues therefor, and any effects upon 
primary energy available to the Cooperative are not relevant to a correct formula 
for computing the rate herein and should be stricken from the complaint. 

The answer of the Authority further states that it operates under the laws of 
the State of Texas and a license of this Commission. The Authority admits the 
grant from the United States, the execution of the contract with the Cooperative 
and states that the “cost of generating electricity” must be calculated upon “the 
contract cost expended” by the Authority in its operation of the Morris Sheppard 
Dam. 

The Authority asks that the Commission, upon hearing, sustain its pleas to 
jurisdiction and dismiss the complaint; or, in the alternative, that the Commis- 
sion sustain each and every exception of the Authority; or, in the alternative, 
after hearing the Commission approve the current “Proposal of Compensation.” 

The Cooperative, on December 1, 1958, filed a reply to the answer of the Au- 
thority and stated, among other things, that Texas does not have a regulatory 
commission to determine the rates here in controversy, and that by the terms of 
the Federal Power Act the Authority is subject to the jurisdiction of this Com- 
mission ; that the dispute herein is not one of contract interpretation, but involves 
a matter of accounting. The Cooperative further states that the Rules and 
Regulations of the Commission require the Authority to include revenues derived 
from down-stream users of water in computing its “Proposal of Compensation” 
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herein ; and that the Commission has full power to investigate the reasonableness 
and correctness of the rates proposed by the Authority. The Cooperative asks 
that a hearing be held; that the rates herein be adjusted in accordance with the 
contract between the Authority and the Cooperative and for such other and 
further relief to which the Cooperative may be entitled. 

The motion to dismiss, filed by the Authority on November 28, 1958, asserts, 
among other things, that the Authority is a state municipality; that the Federal 
Power Act does not authorize the Commission to regulate the rates of such li- 
censees; and that the Act impliedly prohibits the Commission from exercising 
jurisdiction. 

The agreement dated April 4, 1938, between the United States of America 
and the Authority (then called the Brazos River Conservation and Reclamation 
District), pursuant to which a grant of $4,500,00 was made to the Authority, 
contains the following condition: 

(e) That it [the Authority] will not sell or enter into a contract for the 
sale of power generated at the project unless and until the Federal Power 
Commission has approved such sale or contract of sale, and that prior to 
the payment by the Government of any fund hereunder the District [the 
Authority] shall obtain all authorizations, permits, licenses and approvals 
in connection with the project required by State and Federal law and, upon 
the filing by the District [the Authority] of the Declaration of Intention as 
required by Section 23(b) of the Federal Power Act, if it is found that the 
interests of interstate or foreign commerce will be affected by the construc- 
tion of the project, the District [the Authority] will covenant in any license 
for the project which may be issued by the Federal Power Commission that 
it will not sell or enter into a contract for the sale of any such power except 
upon approval of said Commission. 

The license issued for Project 1490 and accepted by the Authority contains a 
covenant, Article 22, as follows: 

22. The Licensee [the Authority] shall not sell or enter into any contract 
for the sale of electric energy generated by the project unless and until such 
sale or contract of sale shall have been approved by the Commission. 

Section 7 of the contract between the Authority and the Cooperative, dated 
March 25, 1941, provides in part, that the Authority shall reexamine its costs of 
generating electric energy at five-year intervals during the course of the 25-year 
term of the contract and that if the consequently proposed compensation for an 
ensuing 5-year period differs from the compensation for the preceding 5-year 
period, the Authority “shall, not less than 20 days, nor more than 30 days there- 
after, submit such proposal or modification thereof to the Federal Power Com- 
mission for consideration and approval and shall furnish copies thereof to the 
Purchaser and the Administrator.” 

If any proposed adjusted compensation is confirmed and approved by the 
Federal Power Commission, it shall thereafter be binding upon the parties 
hereto. * * * 

On the basis of data presently available to the Commission, and the contentions 
related in the pleadings referred to hereinabove, it is appropriate that the Com- 
mission on its own motion institute an investigation into the rates, charges, 
services or classifications for or in connection with the generation, transmission 
or sale of electric energy by the Authority to the Cooperative. 


The Commission orders: 


(A) An investigation hereby is instituted upon the Commission’s own motion 
concerning the issues raised by the Authority’s proposal for annual compensa- 
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tion to be paid by the Cooperative during the five-year period commenced June 
1, 1957 for the electric energy output of Morris Sheppard Dam project, and con- 
cerning the issues raised by the complaint, answer, reply, and motion to dismiss 
referred to above. 

(B) Based upon that investigation and after such hearing as may be required, 
the Commission,. by appropriate order or orders shall determine whether the 
proposed compensation requires approval, and if so, whether or not the annual 
compensation as proposed by the Authority should be confirmed and approved 
to be effective during the aforementioned period. 

(C) Proceedings on the several matters referred to above be and the same 
hereby are consolidated for the purposes of hearing. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


COLORADO INTERSTATE GAS COMPANY, DOCKET NO. G-17616 


FINDINGS AND ORDER PERMITTING AND APPROVING ABANDONMENT AND ISSUING 
CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued May 5, 1959) 


On January 22, 1959, as supplemented on March 6, 1959, Colorado Interstate 
Gas Company (Applicant) filed in Docket No. G—17616 an application pursuant 
to Section 7 of the Natural Gas Act for approval of the abandonment of certain 
facilities by sale and transfer to Citizens Utilities Company (Citizens), and for 
authorization to construct and operate certain new metering and regulating fa- 
cilities, all as more fully set forth in the application and supplement. 

Applicant proposes to sell and transfer to Citizens some 110.9 miles of trans- 
mission lateral pipeline ranging in size from 2-inch to 8-inch diameter, 4 direct 
sale metering stations, 11 resale metering and regulating stations, and 3 mainline 
check metering and regulating stations, all interconnected and located in the 
Arkansas Valley of Colorado, between Applicant’s Bivens-to-Denver and Four- 
way-to-Kit Carson main pipelines to which they are attached. Citizens pro- 
poses to continue to purchase gas from Applicant for resale to its present 
customers in the area and will also sell gas purchased from Applicant to four 
direct sale customers now being served by Applicant. 

Applicant proposes to construct and operate three new metering and regulating 
stations for sale and delivery of gas to Citizens at Applicant’s main lines rather 
than at the city gates of the various towns in the area, as at the present. The 
total cost of these new facilities is stated to be $20,748, to be defrayed from 
Applicant’s funds on hand. 

Applicant will render service to Citizens under its Rate Schedule P-1 after 
the transfer of facilities in lieu of the present service under Rate Schedule G-1. 

The original cost of the facilities to be sold to Citizens, some of which were 
constructed in 1929, is recorded on Applicant’s books as $1,007,543. By sales 
agreement dated December 19, 1958, Citizens will pay Applicant $250,000 cash 
on the date of the proposed transfer. 

It appears that the proposed transfer of facilities will result in reduced operat- 
ing costs to Applicant because existing duplication of personnel and equipment 
now required for operations within the Arkansas Valley will be eliminated 
and all necessary operations and maintenance will be handled by Citizens. 
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There is no issue of gas supply or capacity involved herein as the same 
volumes of gas will be sold after the proposed transfer of facilities takes place. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
April 27, 1959, respecting the matters involved in and the issues presented by the 
application herein. On April 20, 1959, Citizens Utilities Company filed a peti- 
tion to intervene in this proceeding fully supporting the application of Colorado 
Interstate Gas Company: No other petition to intervene or protest to the 
granting of the application has been received. Staff Counsel moved orally at 
the hearing that the intermediate decision procedure be omitted and that the 
Commission render a decision herein pursuant to Section 1.30(c)(1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Colorado Interstate Gas Company, a Delaware Corporation 
having its principal place of business in Colorado Springs, Colorado, is a 
‘“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order of June 5, 1945, in Docket No. G-294 
(4 FPC 936). 

(2) The facilities proposed to be abandoned by sale and transfer, as herein- 
before described and as more fully described in the application herein, are 
used in the transportation and sale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, and such abandonment is subject 
to the requirements of Subsection (b) of Section 7 of the Natural Gas Act. 

(3) The proposed abandonment of the aforesaid facilities is permitted by 
the public convenience and necessity and permission and approval therefor 
should be granted as hereinafter ordered and conditioned. 

(4) The facilities proposed to be constructed and operated by Applicant, as 
hereinbefore described and as more fully described in the application herein, 
will be used in the transportation and sale of natural gas in interstate com- 
merce, subject to the jurisdiction of the Commission, and the construction and 
operation thereof by Applicant are subject to the requirements of Subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(5) The construction and operation of the facilities as proposed by Appli- 
cant are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(6) Applicant is able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c)(3), (ec) (4), and (e) of Sec- 
tion 157.20 of the Commission’s Regulations under the Natural Gas Act (18 
CFR 157.20) should attach to the issuance of the certificate referred to in para- 
graph (5) above and to the exercise of the rights granted thereunder, and that 
the time within which construction of the facilities authorized by this order 
should be completed and said facilities placed in actual operation should be 
fixed at six months from the date on which this order issues. 

(8) The issuance of the certificate referred to in paragraph (5) above should 
be without prejudice to the requirement that Applicant comply with the Com- 
nission’s Uniform System of Accounts and the filing, for Commission approval, 
of appropriate accounting entries reflecting the transfer of the subject facilities. 

(9) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢) (1) of the Commission’s Rules of Practice and Procedure. 
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The Commission orders: 


(A) Permission for and approval of the abandonment of the facilities herein- 
before described, as more fully described in the application and exhibits, as 
supplemented, in this proceeding, is hereby granted to Colorado Interstate Gas 
Company. 

(B) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Colorado Interstate Gas Company to construct and 
operate the facilities hereinbefore described, as more fully described in the 
application and exhibits, as supplemented, in this proceeding, upon the terms 
and conditions of this order. 

(C) The general terms and conditions set forth in paragraphs (a), (b), 
(ec) (3), (ce) (4) and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act shall attach to the issuance of the certificate granted 
in paragraph (B) hereof and to the exercise of the rights granted there- 
under. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation by Applicant as provided by para- 
graph (b) of Section 157.20 of the Commission’s Regulations under the Nat- 
ural Gas Act, is hereby fixed at six months from the date on which this order 
issues, 

(EB) Applicant shall advise the Commission of the date of abandonment of 
the facilities as authorized in paragraph (A) above within 10 days of such 
abandonment. 

(F) The issuance of the certificate granted in paragraph (B) above is with- 
out prejudice to the requirement that Applicant comply with the Commission’s 
Uniform System of Accounts and the filing, for Commission approval, of appro- 
priate accounting entries reflecting the transfer of the subject facilities. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, ET AL., DOCKET NO. G—15482, 
ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued May 5, 1959)* 


El Paso Natural Gas Company (El Paso), a Delaware corporation with its 
principal place of business in El Paso, Texas, and Phillips Petroleum Company 
(Phillips), an independent producer of natural gas, filed separate applications 
for certificates of public convenience and necessity, pursuant to Section 7 of 
the Natural Gas Act, authorizing the construction and operation of natural 
gas facilities for receiving and transporting natural gas and authorizing the 
sale of natural gas in interstate commerce for resale, respectively, as herein- 
after described, subject to the jurisdiction of the Commission, all as more fully 
represented in the respective applications. 

El Paso, in its application filed on July 11, 1958, in Docket No. G—15482, seeks 
authorization to construct and operate two additional 1,100 horsepower com- 
pressor units, metering facilities and appurtenances at its existing Eunice Field 


*Omitted portions of this order relate to the issuance of an independent producer 
certificate. 
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Plant, Lea County, New Mexico. The proposed 2,200 horsepower will be used 
to compress approximately 20,230 Mcf per day at 14.73 psia of low pressure 
casinghead gas for processing in Phillips’ Hunice Gasoline Plant. The gas will 
be produced and purchased by Phillips from oil wells located on newly acquired 
leases in the South Eunice, Langlie Mattix, Jalmat and Sam Simon Fields, Lea 
County, New Mexico, gathered by Phillips and delivered to the proposed com- 
pressor facilities of El Paso. After compression by El Paso, the gas will enter 
Phillips’ pipeline to the latter’s gasoline plant. Phillips will process the gas at 
said gasoline plant and deliver the residue gas at the outlet thereof to Pl 
Paso, in addition to residue gas currently being purchased by El Paso at the 
plant. The resulting residue gas volume attributable to the new source is esti- 
meted to total approximately 17,420 Mcf per day at 14.73 psia. Bl Paso’s exist- 
ing 19,900 horsepower at its Eunice Field Plant will be adequate to compress 
the increased volumes to be received from Phillips’ Eunice Gasoline Plant in 
addition to the gas currently being received from other sources and compressed 
for transmission to El Paso’s main transmission lines. 

The estimated total initial cost of the proposed facilities is $867,000, which 
cost will be financed from El Paso’s current working funds and/or short-term 
bank loans as required. 

~ x * ae s «x * 

Both of the Applicants involved herein have received temporary authorization 
pursuant to Section 7(c) of the Natural Gas Act. 

Pursuant to due notice, a public hearing was held in Washington, D.C., and 
concluded on April 23, 1959, respecting the matters involved in and the issues 
presented by the applications. No appearances ofher than staff counsel were 
entered upon the record and no evidence offered in opposition to the granting of 
the applications. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30(c)(1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) El Paso, a Delaware corporation, with its principal place of business at 
El Paso, Texas, is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission. 

+ 7 * ” * > * 

(3) The facilities hereinbefore described are proposed to be used by El Paso 
in the transportation and sale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, as an integral part of its pipeline system, 
and the construction and operation thereof by El Paso are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(4) The sale of natural gas hereinbefore described, as more fully described in 
the application herein, will be made in interstate commerce, subject to the juris- 
diction of the Commission, and such sale, together with the construction and 
operation of any facilities subject to the jurisdiction of the Commission neces- 
sary therefor are subject to the requirements of Subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 

(5) The construction and operation of the facilities proposed by El Paso, 
and the sale of natural gas by Phillips, together with the construction and 
operation of any facilities subject to the jurisdiction of the Commission neces- 
sary therefor, are required by the public convenience and necessity, and certifi- 
eates therefor should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of Section 
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157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate to 
El Paso, and to the exercise of the rights granted thereunder, and that the 
time within which construction of facilities authorized by this order should be 
completed and said facilities placed in actual operation should be fixed at 6 
months from the date on which this order issues. 

(7) The respective parties herein are able and willing properly to do the acts 
and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and not having 
been denied by the Commission is granted pursuant to Section 1.30(c) (1) of said 
Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso to construct and operate the facilities hereinbefore 
described, all as more fully described in its application in this proceeding, for 
the transportation of natural gas in interstate commerce as herein set forth, 
upon the terms and conditions of this order. 


ce OK om * * oo * 


(C) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (8), (ce) (4) and (e) of Section 157.20 of the Commission’s General Rules 
and Regulations, including Rules of Practice and Procedure, shall attach to the 
issuance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights granted thereunder. 

(D) The time within which the facilities authorized in paragraph (A) above 
shall be constructed and placed in actual operation, as provided by paragraph 
(b) of said Section 157.20 of the Commission’s Rules, is hereby fixed at 6 months 
from the date on which this order issues. 

* * * * * * * 

(F) The certificates issued herein are not transferable and shall be effective 
only so long as the respective parties continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations and orders of the Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


IDAHO POWER COMPANY, DOCKET NO. E-6871 


SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF COMMON STOCK 
(Issued May 5, 1959) 


By order issued April 29, 1959, in the above-entitled matter, the Commission 
authorized Idaho Power Company (Applicant), among other things, to issue and 
sell up to 150,000 shares of Common Stock, par value $10 per share,’ subject, 


1That order also authorized Applicant to issue and sell at competitive bidding 
$15,000,000, principal amount of First Mortgage Bonds. Applicant contemplates con- 
summation of such issuance and sale at a later date, pursuant to further authorization 
of this Commission. 
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among others, to the provisions set forth in Paragraph (C) of that order as 
follows: 

(C) The proposed issuance and sale of Common Stock shall not be con- 
summated until: 

(i) Applicant shall have amended its application by filing with the Com- 
mission a verified copy of the underwriting agreement, as executed, between 
Applicant and the aforementioned underwriters for the purchase or under- 
writing of the proposed issuance of Common Stock. 

(ii) The Commission, by further order, shall have approved the price to 
be received by Applicant for the proposed Common Stock. 

Applicant, on May 4, 1959, filed an amendment, pursuant to the requirements 
of the aforementioned Commission order, in which it is stated that with respect 
to the Common Stock, the price to Applicant will be $45.725 per share; and 
that the initial public offering price will be $46.625 per share. 


The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements in Para- 
graph (C) of the Commission’s order issued April 29, 1959, in the above- 
entitled docket; and the price to be received by Applicant for the Common 
Stock is reasonable. 

(2) The proposed issuance and sale of Common Stock, as hereinafter au- 
thorized, will be for a lawful object, within the corporate purposes of Appli- 
cant and compatible with the public interest, which is appropriate for and con- 
sistent with the proper performance of service by Applicant as a public utility 
and which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 


The Commission orders: 





(A) The price to be received by Applicant for the Common Stock, as re- 
ferred to above, is approved as reasonable. 

(B) The proposed issuance and sale of Common Stock referred to above, 
upon the terms and conditions, and for the purposes specified in the applica- 
tion, as supplemented by the amendment referred to above, are authorized, 
subject only to the provisions of Paragraph (A), insofar as they relate to 
the issuance and sale of Common Stock, and of Paragraphs (D), (BE), and (F) 
of the Commission’s order issued April 29, 1959, in the above docket. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
and Arthur Kline. 


PENNSYLVANIA GAS COMPANY, DOCKET NO. G—13891 


ORDER APPROVING SETTLEMENT, ACCEPTING TARIFF REVISIONS FOR FILING, ORDERING 
REFUND AND TERMINATING PROCEEDING 


(Issued May 5, 1959) 





This is a rate proceeding arising under the Natural Gas Act. It involves 
an increased rate and charge tendered by Pennsylvania Gas Company (Penn- 
sylvania Gas). The matter is now before us for consideration of a proposed 
settlement between Pennsylvania Gas and its sole interstate wholesale cus- 
tomer, North East Heat & Light Company (North East), and a tariff revi- 
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sion consistent therewith submitted April 3, 1959... Upon consideration of the 
proposed settlement, and the data filed in support thereof, we approve the terms 
of the proposed settlement, will allow the tariff revision to become effective, 
and will prescribe refunds, subject to the terms and conditions agreed to by 
the parties, as hereinafter set forth. 

On November 12, 1957, Pennsylvania Gas tendered for filing First Revised 
Sheet No. 4 to its FPC Gas Tariff, Original Volume No. 1. By this revision 
Pennsylvania Gas proposed rates resulting in an annual increase in rates to 
North East of $9,276 or 10 percent based on sales for the year ended Sep- 
tember 1957, as adjusted. By our order of December 12, 1957, herein, the 
effectiveness of the proposed increased rate was suspended until June 1, 1958, 
and until such further time as it might be made effective in the manner 
prescribed by the Natural Gas Act. By motion filed by Pennsylvania Gas on 
May 19, 1958, and our order issued August 18, 1958 herein, First Revised Sheet 
No. 4 to its FPC Gas Tariff, Original Volume No. 1, was made effective as 
of June 1, 1958, subject to refund. 

3y motion of April 3, 1959, Pennsylvania Gas requested Commission ap- 
proval of a proposed settlement of the proceeding. This motion was accom- 
panied by a stipulation between Pennsylvania Gas and North East and a filing 
designated Second Revised Sheet No. 4 to Pennsylvania Gas FPC Gas Tariff, 
Original Volume No. 1. Pennsylvania Gas proposes that the rate of 55¢ per 
Mcf which became effective subject to refund in this docket on June 1, 
1958, be replaced by the 53.88¢ per Mcf rate and agrees that all revenues re- 
ceived from North East with respect to sales of natural gas made on and 
after June 1, 1958, which are in excess of the revenues computed at the 
settlement rate, will be refunded by Pennsylvania Gas. Pennsylvania Gas 
further proposes to refund to North East its (North East’s) share of any 
amounts received as refunds or interest from its suppliers, Tennessee Gas 
Transmission Company and United Natural Gas Company, upon final disposi- 
tion of the proceedings involving those companies in Docket Nos. G—11980 and 
G—12493, respectively. These proposals were concurred in by North East and 
Pennsylvania Gas as indicated by the stipulation. 


The Commission finds: 


(1) The settlement of this proceeding on the basis as proposed and as 
agreed to by the parties and submitted for our consideration on April 3, 
1959, subject to the terms and conditions hereinafter ordered, is appropriate 
and in the public interest in carrying out the provisions of the Natural Gas 
Act, and such settlement should be approved and made effective, as hereinafter 
provided and ordered. 

(2) The 30-day notice period provided in Section 4(d) of the Natural Gas 
Act and Section 154.22 of our Regulations thereunder (18 CFR 154.22) may 
be waived without prejudice to the interests of those who might be affected 
under the provisions of the Act, and good cause exists that such notice period 
be waived with respect to the revised tariff sheet tendered by Pennsylvania 
Gas on April 3, 1959, and such sheets should be allowed to take effect as 
of June 1, 1958, as proposed. 


The Commission orders: 


(A) The settlement of this proceeding on the basis and terms proposed 
and agreed to between Pennsylvania Gas and its sole interstate utility cus- 


tomer, is approved and made effective, subject to the terms and conditions 
hereinafter ordered. 


1The material filed on April 8, 1959, replaces and supersedes similar material tendered 
on January. 14, 1959. 
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(B) The 30-day notice period provided in Section 4(d) of the Natural Gas 
Act and our Regulations thereunder is hereby waived with respect to Second 
Revised Sheet No. 4 to Pennsylvania Gas’ FPC Gas Tariff, Original Volume 
No. 1, submitted on April 3, 1959; such sheet is accepted for filing and is 
allowed to become effective as of June 1, 1958, as proposed, subject to the 
terms and conditions of this order and the settlement agreement. 

(C) Pennsylvania Gas shall refund, within 10 days from the date of issuance 
of this order, to North Bast the difference between (a) the charges actually 
collected under the increased rates and charges filed herein on November 12, 
1957, for service rendered on and after June 1, 1958, and (b) the charges 
which would have been payable for such service under the aforesaid revised 
tariff sheet tendered April 3, 1959, together with simple interest at the rate 
of 6 percent per annum thereon, computed from the date of actual payment 
of such excess charges to Pennsylvania Gas to date of refund. 

(D) Within 30 days from the date of issuance of this order, Pennsylvania 
Gas shall report to the Commission, in writing and under oath, the amount 
of the refund made to North East, showing separately the amount of principal 
and interest so paid, and the billing determinants used for such determination, 
and shall serve a copy of such report upon North East, and shall file with 
the Commission a copy of a release from North East with respect to such refund. 

(E) Pennsylvania Gas shall refund to North East the appropriate portion 
of any refunds and interest it may receive upon final determination of the 
proceedings of Tennessee Gas Transmission Company in Docket No. G—11980 
and United Natural Gas Company in Docket No. G—12493, and shall report 
to the Commission upon completion of said refunding showing the manner in 
which the refunding by Pennsylvania Gas was computed and the amount thereof. 

(F) Upon full compliance by Pennsylvania Gas with all of the terms and 
conditions of this order, this proceeding shall be terminated. 

(G) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by the Commission and is without prejudice 
to any claims or contentions which may be made by the Commission against 
Pennsylvania Gas, or any other affected party hereto, in any proceeding now 
pending or hereafter instituted by or against Pennsylvania Gas or any other 
companies or persons parties hereto. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


HASSIE HUNT TRUST, DOCKET NO. G—17431 
WILLIAM HERBERT HUNT TRUST ESTATE, D.B.A. PARK PIPE LINE, 
DOCKET NO. G—17432 
H. L. HUNT, DOCKET NO. G—17433 


ORDER ACCEPTING RATE FILINGS, VACATING ORDERS AND TERMINATING PROCEEDINGS 
(Issued May 6, 1959)* 


On February 6, 1959, each of the above-named parties severally filed motions 
for reconsideration’ requesting that the Commission vacate its orders issued 


*Rehearing denied by order issued July 2, 1959. 

1The Movants submitted documents captioned “Applications for Rehearing and Recon- 
sideration” which have been accepted for filing as motions for reconsideration pursuant 
to Section 1.12 of the Commission’s Rules of Practice and Procedure. “Application for 
rehearing” of interlocutory orders such as are here involved may not properly be filed. 
(sec. 1.30(e) of the Rules.) 
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January 9, 1959, in the subject dockets, setting for hearings and suspending 
the use of such parties’ favored-nation increased rate proposals, as follows: 





Rate Supp. 


Notices of Date of ac- Rate sus- 
Respondent Schedule No. 


change cepted filing pended 


1. Hassie Hunt Trust ! 4 | Nov. 26,1958 | Dec. 10,1958 | May 28, 1959 
2. William Herbert Hunt Trust Es- 
tate, d.b.a. Park Pipe Line.'!_..._- 


3 | Nov. 26,1958 | Dec. 10,1958 | May 28, 1959 
3. H. L. Hunt? 2|N 


Nov. 26,1958 | Dec. 10,1958 | May 28, 1959 


| 
No. | | until— 
| -| 
| 
| 


1 Purchaser—Transcontinental Gas Pipe Line Corporation. 
3 Purchaser—William Herbert Hunt Trust Estate, d.b.a. Park Pipe Line. 


In each motion, the Movant stated (1) that its proposal was initially tendered 
for filing on November 28, 1958, but that the tender was rejected and returned 
by letter from the Secretary of the Commission on December 5, 1958; (2) that 
the letter of rejection states, in pertinent part, as follows: 


The proposed rate therein to be effective November 15, 1958, includes 
partial reimbursement for the two cent (2¢) per Mcf Louisiana gas gathering 
tax which has now been suspended by the State of Louisiana effective 
December 1, 1958. Since the proposed increase could not become effective 
till thirty days after filing your notice of change is inappropriate and is 
hereby rejected. 


(3) that on December 8, 1958, Movants resubmitted the filing, advised the Com- 
mission that the Secretary’s action was erroneous and requested that the Com 
mission rescind its action rejecting such filing. 

In support of the motions, Movants state (1) that the Commission’s afore- 
mentioned suspension orders are invalid due to issuance after the new price 
became effective in accordance with the provisions of the Natural Gas Act; 
(2) that the Commission has no authority to suspend a new price after its 
effective date; and (3) that the unlawful and erroneous actions of the Secretary 
of the Commission in returning Movants’ filings cannot extend the thirty-day 
notice period which is prescribed by law.” 

Upon further consideration of the aforementioned rejection of the parties’ 
notices of change, which were subsequently accepted for filing, it is considered 
that the said increased rate proposals became effective on expiration of the 
statutory notice from the date of initial tender of filing. 


20On April 20, 1959, Movants severally filed “Petitions to Review and Set Aside Orders 
of the Federal Power Commission” in the United States Court of Appeals for the Fifth 
Circuit. (W. H. Hunt, Trustee for Hassie Hunt Trust v. FPO (No. 17748); Loyd B. 
Sands, Trustee for William Herbert Hunt Trust Estate, d.b.a. Park Pipe Line v. FPC (No. 
17747); and H. L. Hunt v. FPO (No. 17749).). In the petitions, the aforementioned 
Movants restated the facts set out above in the motions for reconsideration and prayed, 
among other things, that the court review, and, upon such review, set aside the Commis- 
sion’s orders issued January 9, 1959, in these proceedings. ‘The Petitioners alleged that 
the petitions to review were filed pursuant to the provisions of Section 19 (b) of the 
Natural Gas Act, as amended, in that the Commission, by not acting on the “Applications 
for Rehearing’ within 30 days after its filing, tacitly denied such applications. It is 
considered, that we should mention the allegation that a “rehearing” can be held in these 
proceedings when, in fact, no hearing has been held. It is for this reason that the 
Movants’ “Applications for Rehearing’ were considered herein as motions for 
reconsideration. 


























a 
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The Commission finds: 


(1) Good cause exists for accepting for filing the aforementioned increased 
rate proposals, for allowing such proposals to become effective as hereafter pro- 
vided and for vacating the Commission’s orders issued herein on January 9, 
1959. 

(2) No persons have protested or filed notices of intervention herein. 

(3) The proceedings in Docket Nos. G—17431, G-—17432 and G~—17433 should 
be terminated. 


The Commission orders: 





(A) The Respondents’ aforementioned increased rate proposals are allowed 
to become effective on December 28, 1958. 

(B) The Commission’s orders issued herein on January 9, 1959, are vacated. 

(C) The proceedings in Docket Nos. G—17431, G-—17432 and G-17433 are 
terminated. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


BILL D. SHORT AND DONALD L. McDANIEL, PROJECT NO. 1944 


ORDER ISSUING NEW LICENSE (MINOR) 


(Issued May 7, 1959) 

























Application was filed on December 17, 1958, by Bill D. Short and Donald L. 
McDaniel (Applicants) of Baranof, Alaska, for a new license under the Federal 
Power Act (hereinafter called the Act) for a constructed minor Project No. 
1944, located on the Baranof River on Baranof Island, a tributary of Warm 
Spring Bay, in the First Judicial Division, Alaska, and affecting land of the 
United States within the Tongass National Forest. 

The original license for this project was issued for a period of ten years to 
Fred M. O’Neill and Sarah Fenton, effective June 23, 1948. The Applicants 
applied for transfer of license on December 19, 1955. This application was dis- 
missed by Commission order dated January 30, 1957, since the Applicants did 
not own the project properties and the deed for the properties was being held 
in escrow pending final payment. With this application for a new license Ap- 
plicants submitted the requisite proof of ownership of the project properties. 

The Chief of Engineers reported no objection to the issuance of the new 
license herein. 

The Department of the Interior did not object to the issuance of the new 
license. However, it did request that the new license contain a special pro- 
vision for the protection of fish and wildlife, hereinafter provided. 

The Chief, Forest Service, has reported that issuance of the new license 
would not interfere or be inconsistent with the purposes for which the Tongass 
National Forest was created or acquired, provided the new license is made sub- 
ject to the same provisions which were included in the original license issued 
June 23, 1948, as hereinafter provided. 


The Commission finds: 





(1) The project occupies about one acre of lands of the United States. 
(2) The project consists of: 
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(a) Lands of the United States constituting the project area and enclosed 
by the project boundary or the limits of which are otherwise defined. 

(b) The project works, consisting of a concrete weighted pipe intake, 1578 
feet of wood-stave pipe, a frame powerhouse with installation of about 4 horse- 
power and short distribution lines. 

(ec) All other structures, equipment, or facilities used or useful in main- 
tenance and operation of the project and located on the project area. 


The project area and project works are more specifically shown and described 
by a certain exhibit which formed part of the application for the license and 
which is described as follows: 

Evhibit K: (FPC No. 1944-1), as revised April 24, 1953, entitled: “Map to 
accompany application of O’Neill and Fenton for license for a minor project 
at Baranof River, Alaska,” signed by Fred M. O’Neill and Sarah Fenton, Janu- 
ary 9, 1946. 

(3) The Applicants are citizens of the United States and have submitted 
satisfactory evidence of compliance with the requirements of all the appli- 
eable State laws insofar as is necessary to effect the purposes of a new 
license for the project. 

(4) No conflicting application is before the Commission. 

(5) The issuance of a new license for the project will not affect development 
of any water resources for public purposes which shall be undertaken by the 
United States. 

(6) The issuance of a new license for the project as hereinafter provided 
will not interfere or be inconsistent with the purposes for which the Tongass 
National Forest was created or acquired. 

(7) The installed capacity of the project is about 4 horsepower and the 
energy generated thereby is used for lighting tourist cabins and other buildings 
owned by the Applicants. 

(8) The amount of annual charges to be paid by the licensees under the 
new license for the purpose of reimbursing the United States for the costs of 
administration of Part I of the Act, and for recompensing for the use, occu- 
pancy and enjoyment of its lands is reasonable as hereinafter fixed and speci- 
fied. 

(9) The exhibit described in finding (2) above conforms with the Commis- 
sion’s rules and regulations. 

(10) It will be to the public interest because minor projects frequently 
change hands, and because a more complete development of the stream may be 
made, that the new license be issued for a period of five years, effective as 
of June 23, 1958. 

(11) In issuing the license as hereinafter provided, it will be to the public 
interest to waive the following terms and conditions of Part I of the Act: 

Sections 4(b) except the second sentence thereof; 4(e), insofar as it relates 
to the approval of plans by the Chief of Engineers and the Secretary of War 
and to public notice and to the acceptance and expression in the license of terms 
and conditions of the Act which are hereinafter waived; 10(a) ; 10(c), insofar 
as it relates to depreciation reserves; 10(d); 10(f); 11; 12; 14; 15; 18, 
except insofar as it relates to fishways: 19; 20; 22; and 23(a), insofar as it 
relates to the determination of fair value. 


The Commission orders: 


(A) A new license is issued to Bill D. Short and Donald L. McDaniel 
(Licensees), of Baranof, Alaska, under Sections 4(e) and 15 of the Federal 








tes 
Jar 
ms 
far 
18, 
3 it 


niel 
oral 












FEDERAL POWER COMMISSION 643 


Power Act for a period of five years, effective as of June 23, 1958, for the 
operation and maintenance of minor Project No. 1944 upon Baranof River, a 
tributary of Warm Spring Bay, and affecting lands of the United States within 
the Tongass National Forest, subject to the terms and conditions of the Act 
which is hereby incorporated by reference as a part of this license (except that 
the terms and conditions of Part I of the Act referred to in finding (11) above 
are hereby waived to the extent therein specified), and subject to such rules 
and regulations as the Commission has issued or prescribed under the pro- 
visions of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-7, dated December 15, 1953 entitled “Terms and Conditions of License 
for Minor Project Affecting Lands of the United States” (17 F.P.C. 486), which 
terms and conditions are attached hereto and made a part hereof; and subject 
to the following special conditions set forth herein as additional articles: 

Article 15. The Licensees shall comply with such reasonable modifications 
of the project structures and operation in the interest of fish and wildlife re- 
sources as may be hereafter prescribed by the Commission upon the recommen- 
dation of the Secretary of the Interior. 

Article 16. The Licensees are hereby limited under the terms of this license 
to diversion from Baranof River of one (1) cubic foot of water per second, 
said amount being the approximate capacity of the proposed project works. 
In case a license for more complete development of the stream is granted, such 
license shall contain a provision safeguarding the Licensees in their right to 
divert, during the life of this license, the said one (1) cubic foot per second 
of water except when the natural flow of the stream falls below eight (8) cubic 
feet per second, at which time the Licensees shall be entitled to excess of 
natural flow over the first seven (7) cubic feet previously assigned under the 
license for Project No. 1185; provided, that should an applicant for a license 
for the more complete development so elect he may be required, in lieu of re- 
leasing said one (1) cubic foot per second of water to flow down Baranof 
River for the use of the Licensees, to furnish the Licensees free of charge, at 
the townsite boundary, five (5) continuous electrical horsepower or such part 
thereof and at such times as the Licensees may demand, and the Licensees 
shall accept this provision in lieu of the one (1) cubic foot of water herein- 
before provided, 

Article 17. The licensees shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of adminis- 
tration of Part I of the Act, $5.00. 

(ii) For the purpose of recompensing the United States for the use, occu- 
pancy, and enjoyment of its lands, $5.00. 

(C) The exhibit described in finding (2) above is reapproved and made a 
part of the license. 

(D) This order shall become final 30 days from its issuance unless applica- 
tion for rehearing shall be filed as provided in Section 313(a) of the Act, and 
failure to file such an application shall constitute acceptance of this license. 
In acknowledgment of the acceptance of this license, it shall be signed by the 
Licensees and returned to the Commission within 60 days from the date of 
issuance of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


CITY OF BARDSTOWN, KENTUCKY, DOCKET NO. G-17097 


ORDER DISMISSING APPLICATION AND DENYING MOTION TO DEFER PROCEEDINGS 
(Issued May 8, 1959) * 


On April 23, 1959, Louisville Gas and Electric Company (LG&E) filed a motion 
to dismiss the application herein for lack of jurisdiction. In support of said 
motion, LG&E shows that the application of the City of Bardstown herein, filed 
on November 28, 1958, requests that the Commission issue an order, pursuant to 
Section 7(a) of the Natural Gas Act, directing LG&E to establish physical connec- 
tion of its transportation facilities with the facilities which the City of Bards- 
town proposes to construct and directing LG&E, or in the alternative Texas Gas 
Transmission Company, to sell natural gas to the City of Bardstown for local 
distribution in said city. 

Said motion of LG&E also alleges that the Applicant herein proposes to con- 
nect to LG&E’s Calvary lateral, which extends southeasterly from LG&EH’s Can- 
nons Lane Station at the city limits of Louisville, Kentucky, to a connection 
with the main line of Tennessee Gas Transmission Company near Calvary, Ken- 
tucky, and which consists of 62 miles of 8-inch and 8 miles of 12-inch pipeline. 
LG&E alleges that all of the gas received into said Calvary line is received, 
transported and consumed entirely within the State of Kentucky. LG&E shows 
further that the Public Service Commission of Kentucky has issued an order 
holding that the Calvary line, the service rendered by that line and the rates for 
such service are subject to the regulatory jurisdiction of the Kentucky Commis- 
sion, and that the Public Service Commission of Kentucky is exercising its juris- 
diction with respect to said Calvary line, the service rendered thereby and rates 
applicable to such service. 

LG&E states in said motion to dismiss that it has filed in Docket No. G—18328 
an application for a declaration of exemption from the provisions of the Natural 
Gas Act with respect to said Calvary line pursuant to Section 1(c) of the Natural 
Gas Act, as amended, and Part 152 of the Commission’s regulations thereunder. 

On April 30, 1959, the City of Bardstown, Kentucky, filed an answer to said 
motion to dismiss the application. 

LG&E also filed on April 23, 1959, a motion to defer further proceedings herein 
until after the Commission makes a determination upon LG&E’s motion to dis- 
miss for lack of jurisdiction. On April 30, 1959, the City of Bardstown, Ken- 
tucky, filed an answer in opposition to said motion to defer further proceedings, 


The Commission having read and considered said motions and answers in oppo- 
sition thereto finds: 


(1) A declaration of exemption in Docket No. G—18328 having been issued on 
this date, May 8, 1959, declaring that the above-described Calvary line of LG&E 
is exempt from the provisions of the Natural Gas Act and the orders, rules and 
regulations of the Commission thereunder, the facilities which are the subject 
of the application herein and which Applicant proposes to tap, are now removed 
from the jurisdiction of the Federal Power Commission, and, therefore, the ap- 
plication herein should be dismissed. 

(2) The Commission having made a determination on LG&E’s motion to 
dismiss LG&E’s motion to defer further proceedings herein is moot and should 
be denied. 


*Rehearing denied by order issued June 29, 1959. 
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The Commission orders: 





(A) The motion of Louisville Gas and Electric Company to dismiss the ap- 
plication herein for lack of jurisdiction is hereby granted and the application of 
the City of Bardstown herein be and the same is hereby dismissed. 

(B) The motion of Louisville Gas and Electric Company to defer further 
proceedings be and the same is hereby denied . 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


LOUISVILLE GAS AND ELECTRIC COMPANY, DOCKET NO. G-18328 





DECLARATION OF EXEMPTION 


(Issued May 8, 1959) 






Louisville Gas and Electric Company (Applicant), a Kentucky corporation, 
filed an application on April 16, 1959 for exemption from the provisions of 
the Natural Gas Act, pursuant to Section 1(c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant, having its principal place of business at 311 Chestnut Street, 
Louisville, Kentucky, owns and operates among other facilities a lateral pipe- 












8 line consisting of 62 miles of 8-inch and 3 miles of 12-inch line, beginning at its 
r Cannons Lane Station at the city limits of Louisville and extending in a south- 
r easterly direction through Bullitt, Nelson and Washington Counties to a point 
5- in Marion County, Kentucky, approximately 1144 miles southeast of Calvary, 
5- Kentucky, where it connects with the main transmission line of Tennessee 
2g Gas Transmission Company (Tennessee). 
(2) Applicant receives deliveries of natural gas from Tennessee through 
28 this line, known as the Calvary line, which is wholly located within the State 
al of Kentucky. 
al (3) All of the natural gas received by Applicant into said Calvary line is 
. transported and is ultimately consumed within the State of Kentucky. 
id (4) The Public Service Commission of Kentucky has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over the 
in rates, service and the above described facilities of Applicant. 
is- WHEREFORE, the Commission declares by reason of the foregoing that: 
n- The above described Calvary line of Louisville Gas and Electric Company 
gs. is exempt from the provisions of the Natural Gas Act and the orders, rules 
i and regulations of this Commission thereunder. 
- Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
anil William R. Connole and Arthur Kline. 
ject LOUISVILLE GAS AND ELECTRIC COMPANY, DOCKET NO. G—18328 
ved 
> ORDER DENYING PETITION OF THE CITY OF BARDSTOWN, KENTUCKY, FOR PERMISSION 
TO INTERVENE AND MOTION TO CONSOLIDATE PROCEEDINGS FOR PURPOSE OF HEARING 
1 to (Issued May 8, 1959) 
ould 






On April 21, 1959, the City of Bardstown, Kentucky (Petitioner), filed a peti- 
tion to intervene in the above-entitled proceeding, stating among other things, 
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that it is the applicant in Docket No. G—17097 wherein it requests an order of this 
Commission directing Louisville Gas and Electric Company (LG&E) to inter- 
connect its facilities with those proposed to be constructed by Petitioner and to 
render natural gas service to Petitioner or, in the alternative, for an order direct- 
ing Texas Gas Transmission Corporation (Texas Gas) to make gas available to 
Petitioner on an exchange basis for delivery by and through the facilities of 
LG&H. Petitioner further alleges that LG&EH’s application herein for a declar- 
ation of exemption is a step designed to deprive Bardstown of natural gas service, 
and that this proposal should be considered with the application in Docket No. 
G-17097. 


The Commission finds: 


Section 1(c) of the Natural Gas Act provides that the provisions of the Natural 
Gas Act shall not apply to any person engaged in or legally authorized to engage 
in the transportation in interstate commerce or the sale in interstate commerce 
for resale of natural gas received by such person from another person within or 
at the boundary of a State if all the natural gas so received is ultimately con- 
sumed within such State, or to any facilities used by such person for such trans- 
portation or sale, provided that the rates and service of such person and facili- 
ties be subject to regulation by a State commission. Said Section 1(c) provides 
further that a certification from such State commission to the Federal Power 
Commission that such State commission has regulatory jurisdiction over rates 
and service of such person and facilities and is exercising such jurisdiction shall 
constitute conclusive evidence of such regulatory power of jurisdiction. 

In view of the language of this Section and since the Applicant herein has 
filed such certification by the Public Service Commission of Kentucky, the par- 
ticipation of petitioner herein would not be in the public interest and good cause 
has not been shown for such intervention or proposed consolidation of proceed- 
ings. 


The Commission orders: 


The petition of the City of Bardstown, Kentucky, to intervene herein and mo- 
tion to consolidat- the above numbered docket with Docket No. G-17097 for 
hearing are hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


THE PURE OIL COMPANY, DOCKET NO. G-—17930 


ORDER GRANTING MOTION FOR PREHEARING CONFERENCE, FOR THE ISSUANCE OF 
SUBPOENAS DUCES TECUM AND FOR THE TAKING OF DEPOSITIONS 


(Issued May 8, 1959) 


The Pure Oil Company (Pure) on January 30, 1959, tendered for filing certain 
proposed changes constituting increased rates and charges in its then effective 
rate schedules for sales of natural gas, subject to the jurisdiction of the Com- 
mission, to El Paso Natural Gas Company (El Paso). 

In support of said proposed increased rates and charges as contained in Sup- 
plement Nos. 6, 8 and 2 to.,Pure’s FPC Gas Rate Schedule Nos. 1, 3 and 28, 
respectively, Pure cited certain purchases of natural gas by El Paso from 
West Texas Gathering Company (West Texas) in Winkler County, Texas, 
alleging that these purchases activated the favored-nation provisions in the 
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above-identified rate schedules, and that in consequence thereof El Paso became 
obligated to pay the increased rates and charges contained in such supplements. 

El Paso protested the proposed increased rates and charges on the ground 
that the initial rate of West Texas did not operate in a manner justifying 
the higher rates proposed by Pure.’ 

By order issued herein on February 27, 1959, the proposed increased rates 
and charges were suspended until August 2, 1959, as set forth in said order 
providing for a public hearing. 

As set forth by order issued herein on March 27, 1959, the Commission fixed 
a date of hearing and designated the issues to be tried at that time by limiting 
them to the question of whether the identified sale by West Texas to El Paso 
constitutes the condition precedent necessary for the activation of the favored- 
nation provisions in the above-identified rate schedules. 

On April 28, 1959, Pure filed its “Motion for Pre-hearing Conference, for the 
Issuance of Subpoenas Duces Tecum and Application for the Taking of Deposi- 
tions” in this proceeding. 

In support thereof, Pure relates, among other things, that: (1) Although 
the Commission’s order issued March 27, 1959, limits the issues, more precise 
definition of issues by means of a pre-hearing conference is needed to give 
assurance that testimony of needlessly wide scope and “tremendous volume” 
will not be offered. (2) El Paso may amend its pleadings so as to broaden the 
scope of the issues. Interveners may exert a similar influence. Use of Section 
1.18(b) of the Commission’s Rules of Practice and Procedure, providing for 
prehearing conference is particularly appropriate in this instance as a means of 
expediting a decision. 

In further support of its motion, Pure relates that: (1) Although Pure 
regards the favored-nation provisions of its rate schedules as clear and 
unambiguous, El Paso in protesting the acceptance of the tender of Pure’s 
filings for rate increases, expresses a conflicting view which embraces the 
“intentions of the parties.” Pure must therefore be prepared to protect its 
rights against possible admission of such evidence. (2) El Paso’s pleadings 
herein state contentions regarding matters not within the four corners of rate 
schedules and documents filed with the Commission, but peculiarly within the 
knowledge of El Paso and West Texas, e.g., the intercorporate relationship 
of El Paso and West Texas which may be so close as to obliterate distinction 
between their respective acts as these bear upon the “intentions of the parties”. 
Pure, for protection of its rights should have by issuance of subpoenas duces 
tecum and permission to take depositions, the opportunity to obtain identifica- 
tion of competent witnesses, opportunity to examine pertinent documents and 
to cause the taking of oral testimony prior to the hearing, all of which will 
additionally serve the Commission’s effective administration and enforcement 
of the Natural Gas Act. 

On May 4, 1959, El Paso filed its “Opposition” to the granting of the above- 
identified motion of Pure for prehearing conference, issuance of subpoenas duces 
tecum and the taking of depositions on the grounds that the requested pro- 
cedures are inappropriate, relatively unprecedented and likely to obstruct rather 
than promote an early decision in this proceeding. 


1El Paso was granted permission to intervene in this proceeding by order issued April 
24, 1959 in Docket No. G-17930. West Texas is engaged in commerce subject to the 
jurisdiction of the Commission as evinced, among other things, by the proceeding in 
Docket No. G—14302. 

2The hearing date of April 22, 1959, originally fixed by order issued herein on March 
27, 1959, was superseded by hearing date of May 28, 1959. 
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It is estimated that the annual increases in rates and charges involved directly 
and indirectly in this proceeding exceed $35,000,000. Since favored-nation pro- 
visions and agreements having comparable effect are common to the natural gas 
industry, decision in this proceeding can have substantial nation-wide effect 
upon the economic relationships among independent producers, purchasers for 
resale and the consuming public. It therefore appears that all means available 
to the Commission for adducing evidence in aid of the Commission’s consideration 
of the issues should be employed. 

Issuance of subpoenas duces tecum and the taking of oral testimony upon 
deposition appear reasonably calculated to lead to the discovery of admissible 


evidence with respect to the scope of contentions advanced in the pleadings of 
the parties. 


The Commission finds: 


It is necessary and proper in the public interest and to aid in the en- 
forcement of the provisions of the Natural Gas Act that the above-identified 
motion filed herein by Pure on April 28, 1959, be granted as hereinafter ordered. 


The Commission orders: 


(A) Pursuant to the authority of the Natural Gas Act, the Commission’s 
Rules of Practice and Procedure, particularly Sections 1.22, 1.23 and 1.24 thereof, 
and the Regulations under the Natural Gas Act (18 CFR, Chapter I), Pure’s 
Motion for Prehearing Conference, for the Issuance of Subpoenas Duces Tecum 
and Application for the Taking of Depositions, filed herein on April 28, 1959, is 
hereby granted as hereinafter limited. 

(B) Subpoenas duces tecum shall issue and be served upon Paul Kayser, 
President of El Paso Natural Gas Company, and D. W. Noel, President of West 
Texas Gathering Company, requiring each to produce and bring with him at 
the time and place indicated, documents pursuant to the command of each 
subpoena. Said documents shall be available to Pure for examination, and for 
use in taking oral depositions of the persons named above and upon whom said 
subpoenas shall be served. 

(C) Pure Oil is hereby granted the right to depose and take the oral testimony, 
through its Counsel, by deposition from the persons identified in paragraph (B) 
next above in this proceeding which is pending before the Commission solely 
upon the issues set forth in paragraphs (A) and (B) of Commission Order 
Designating Issues to be Heard and Fixing Date of Hearing issued herein on 
March 27, 1959. The depositions shall be taken at the business offices of El Paso, 
at El Paso Natural Gas Building, in El Paso, Texas at 10:00 a.m. May 13, 1959, 
before a notary public to be designated by Pure. Fifteen copies of the depositions 
shall be made and forwarded to the Commission. The expense incident to the 
services of the notary public and production of copies of the depositions shall be 
borne by Pure. 

(D) The Secretary is hereby directed to issue the subpoenas duces tecum and 
to cause them to be served upon the persons named in paragraph (B) above, 
commanding each to appear and produce the documents identified with each 
person in paragraph (B) above, and to appear at the time and place stated in 
paragraph (C) above for the purpose hereinabove set forth. 

(E) A prehearing conference pursuant to Rule 1.18(b) of the Commission’s 
Rules of Practice and Procedure shall be held at a time subsequent to the taking 
of the depositions provided for herein and at such time and place as shall be 
designated by notice from the Secretary. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


SAN JUAN FISHING AND PACKING CO., PROJECT NO. 2251 


ORDER ISSUING LICENSE (MAJOR) 
(Issued May 8, 1959) 


Application was filed on September 19, 1958, by San Juan Fishing and Pack- 
ing Co. (Applicant), of Seattle, Washington, for a license under Section 4(e) 
of the Federal Power Act (hereinafter referred to as the Act) for constructed 
major Project No. 2251, known as San Juan Lake and Creek Project, located 
on San Juan Lake and Stream on Evans Island, approximately 50 miles east 
of Seward, Third Judicial Division, Alaska, and affecting lands of the United 
States within the Chugach National Forest. 

Major Project No. 2251 is an enlargement of minor Project No. 1211, for 
which a license was issued to Applicant on October 8, 1932, for a period of 25 
years. Such license expired on October 7, 1957. Subsequently, the Forest 
Service, which is the Commission’s representative in Alaska, informed the 
Applicant that inasmuch as the installed capacity of its project had increased 
to more than 100 horsepower, an application for a major license for the project 
should be filed by the Applicant. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Chugach National Forest, has reported no objection to the 
application, provided the license contains the terms and conditions usually 
included in licenses for such projects as hereinafter provided. 

An Assistant Secretary of the Interior, in reporting on the application, stated 
that no special provisions were recommended for inclusion in the license, if 
issued, and that granting the application would not adversely affect the inter- 
ests of the Department of the Interior. 


The Commission finds: 


(1) Applicant is a corporation organized and existing under the laws of the 
State of Washington and has submitted satisfactory evidence of compliance 
with the requirements of all applicable State laws insofar as necessary to effect 
the purposes of a license for the project. 

(2) The project affects lands of the United States within the Chugach Na- 
tional Forest. 

(3) The constructed project consists of : 

(a) All lands constituting the project area and enclosed by the project 
boundary or the limits of which are otherwise defined, and/or interest in such 
lands necessary or appropriate for the purposes of the project, whether such 
lands or interest therein are owned or held by the Applicant or by the United 
States; the general location of such project area being shown and described 
by a certain exhibit which formed part of the application for license and which 
is designated and described as follows: 

Evhibit “J” “K” & “L’: (FPC No. 2251-1) entitled “Map Accompanying 
Application of San Juan Fishing and Packing Co.” 

(b) All project works composed of: Three concrete and timber dams: dam 
“A” 31 feet wide, 13.75 feet high; dam “B” 19 feet wide, 16 feet high, wood 
plank spillway; and dam “C” 8 feet wide, 12 feet high, creating a storage 
reservoir of about 135 acre-feet; two 12 inch penstocks which extend from dam 
“C” approximately 2,395 feet downstream to one Risdon and six Pelton water- 
wheels with a total capacity of 351 horsepower, five Pelton waterwheels are 
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coupled to a.c. and d.c. generators with a total capacity of 100 kw; the location, 
nature, and character of which are more specifically shown and described by 
the exhibit hereinbefore cited and by a certain other exhibit which also formed 
part of the application for license and which is designated and described as 
follows: 

Evhibit “M”, comprising five typewritten pages entitled “Description And 
Value of the hydro-electric machinery”, filed September 19, 1958. 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as a part of the project is 
anproved or acquiesced in by the Commission; also, all riparian or other rights, 
the use or possession of which is necessary or appropriate in the maintenance 
and operation of the project. 

(4) No conflicting application is before the Commission. Public notice of the 
filing of the application has been given. No protests or petitions to intervene 
have been filed. 

(5) Applicant has submitted satisfactory evidence of its financial ability to op- 
erate and maintain the project. 

(6) The issuance of a license for the project as hereinafter provided will not 
interfere or be inconsistent with the purposes for which the Chugach National 
Forest was created or acquired. 

(7) The project will not use any Government dam, nor will the issuance of a 
license for the project, as hereinafter provided, affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. 

(8) Subject to the terms and conditions hereinafter specified, the project is 
best adapted to a comprehensive plan for the improvement and utilization of 
water-power development, and for other beneficial public uses, including recrea- 
tional purposes. 

(9) The installed capacity of the project hereinafter authorized for the pur- 
pose of computing the capacity component of the administrative annual charge 
is 133 horsepower, and the energy generated thereby will be used entirely within 
Applicant’s salmon cannery and reduction plant. 

(10) The amount of annual charges to be paid under the license for the pur- 
pose of reimbursing the United States for the costs of administration of Part 
I of the Act and for the purpose of recompensing the United States for the use, 
occupancy, and enjoyment of its lands is reasonable as hereinafter fixed and 
specified. 

(11) The exhibits designated and described in finding (3) above conform 
substantially to the Commission’s rules and regulations and should be approved 
as part of the license for the project as hereinafter provided. 


The Commission orders: 


(A) This license is issued to San Juan Fishing and Packing Co. (herein- 
after referred to as the Licensee) under Section 4(e) of the Federal Power Act 
for a period of 20 years, effective as of October 8, 1957, for the operation and 
maintenance of constructed major Project No. 2251, known as San Juan Lake 
and Creek Project, affecting lands of the United States within the Chugach Na- 
tional Foresi:, subject to the terms and conditions of the Act which is incorpo- 
rated by reference as a part of this license, and subject to such rules and reg- 
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ulations as the Commission has issued or prescribed under the provisions of the 
Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-1 (December 15, 1953), entitled “Terms and Conditions of License for 
Constructed Major Project Affecting Lands of the United States”, which terms 
and conditions, designated as Articles 1 through 23, are attached hereto and 
made a part hereof; and subject to the following special condition set forth 
herein as an additional article: 

Article 24. The Licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of ad- 
ministration of Part I of the Act, $10.00. 

(ii) For the purpose of recompensing the United States for the use, occupancy 
and enjoyment of its lands, $51.34. 

(C) The exhibits designated and described in finding (3) above are approved 
as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgment of the acceptance of this license, it shall be signed 
for the Licensee and returned to the Commission within 60 days from the date 
of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TAPOCO, INC., PROJECT NO. 2169 
ORDER APPROVING REVISED EXHIBIT 
(Issued May 8, 1939) 


On February 27, 1959, Tapoco, Inc., licensee for Project No. 2169, located on 
the Little Tennessee River and its tributary the Cheoah River in North Carolina 
and Tennessee, filed for the Commission approval, pursuant to Article 20 of the 
license, as amended, Exhibit F and Revised Exhibit K showing the project 
boundary and project lands. Revised Exhibit K is designated and described 
as follows: 

Exhibit K-2: Sheets 1 to 29, inclusive (FPC Nos. 2169-42 to -70, inclusive) 
showing the project lands and project boundary of the Chilhowee, Calderwood, 
Cheoah and Santeetlah Developments and the transmission lines which are part 
of the Tallassee Project. 

The Revised Exhibit K-2 will supersede certain Exhibit K maps, now part 
of the license, described and designated as follows: 

Exhibit K-1: (FPC No. 2169-2) General Map and 52 pages of survey notes 
describing project boundary of Chilhowee and Calderwood Developments, and 
9 pages of descriptions of Federal Monuments and Bench Marks; (FPC No. 
2169-3) General Map and 11 pages of survey notes describing project boundary 
of Santeetlah and Cheoah Developments; 

Ecrhibit K-38: (FPC No. 2169-5) Map of Calderwood Village; 

Ecrhibit K-4: (FPC Nos. 2169-6 and -7) Map of Tapoco Village; and 
Exhibit K-5: (FPC No. 2169-8) Map of Santeetlah Village. 

Exhibit F requires no approval by the Commission. 
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The Commission finds: 


The above-described revised exhibits filed February 27, 1959, conform to the 
Commission’s rules and regulations and should be approved and made part 
ef the license, and the exhibits described above as being superseded should 
be excluded from the license. 


The Commission orders: 


(A) Exhibit K-2 (FPC Nos. 2169-42 to -70, inclusive) is approved as part 
of the license, and Exhibit K-1 (FPC Nos. 2169-2 and -3), Exhibit K-3 (FPC 
No. 2169-5), Exhibit K-4 (FPC Nos. 2169-6 and -7) and Exhibit K-5 (FPC 
No. 2169-8) are excluded from the license. 

(B) This order shall become final 30 days from the date of its issuance un- 
less application for rehearing shall be filed as provided in Section 313(a) 
of the Federal Power Act, and failure to file such an application shall con- 
stitute acceptance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TELLURIDE MINES, INC., PROJECT NO. 1236 


ORDER ACCEPTING SURRENDER OF LICENSE (TRANSMISSION LINE) 
(Issued May 11, 1959) 


The license for transmission-line Project No. 1236—occupying rights-of-way 
100 feet wide for a distance of 4.077 miles across lands of the United States 
within the Uncompahgre (formerly Montezuma) National Forest in San Mi- 
guel County, Colorado—was issued May 28, 1940, to B. E. Grimes, Irving Grimes, 
and Ben Grimes for a period of 20 years, and transferred to Telluride Mines, 
Inc., effective as of February 27, 1952. 

Telluride Mines, Inc. was dissolved on February 29, 1956, and title to the 
project properties was acquired by Idarado Mining Company, of New York, 
New York. 

By letter dated December 17, 1956, Idarado Mining Company informed the 
Commission that it was not interested in having the license for the project 
transferred to it, and by letter dated February 26, 1959, requested that the 
license be cancelled. 

It appears that the sources of the energy transmitted over the line were 
dismantled in 1954. 

By letter dated April 8, 1959, the Forest Service, United States Department 
of Agriculture, informed the Commission that the lands involved have been 
restored to a condition satisfactory to the Service. 

The annual charge under the license for the project has been paid through 
the year 1955, and Idarado Mining Company is being requested to return the 
licensee’s copy of the license instrument. 


The Commission finds: 


Acceptance of surrender of the license for the project is appropriate as herein- 
after provided. 


The Commission orders: 


Surrender of the license for transmission-line Project No. 1286 is accepted 
effective as of December 31, 1955. 
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MIDWESTERN GAS TRANSMISSION COMPANY, DOCKET NO. G—16841 
TENNESSEE GAS TRANSMISSION COMPANY, DOCKET NO. G-—16842 


OPINION AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued May 12, 1959) * 
Syllabus 


1. Commission requires, as a condition of the certificate issued herein, that 
Midwestern pay no dividends on common stock until the interim notes 
are converted into preferred stock or the total long-term debt, including 
the notes, is reduced to 75 percent or less of the total capitalization. 
P. 656. 

2. Deliverability life of gas reserves must be computed from commencement 
of the new proposed service. P. 656. 

8. Tennessee’s deliverability life of eleven years is sufficient in this case, al- 
though below the twelve year minimum requirements heretofore used 
for existing pipelines. P. 657. 

4. In view of the high cost of bond money, 614 percent would be a reasonable 
and adequate rate of return, particularly in view of the fact that Mid- 
western will have no trouble marketing its gas, and is a subsidiary of a 
strong pipeline company. P. 659. 

5. Commission finds that there is no need to make a determination as to the 
proper level of the demand and commodity components of Midwestern’s 
rate at this time, but requires Midwestern to file within one month after 
the first full year of operation a satisfactory rate. P. 662. 

6. Minimum commodity charge equal to monthly purchases at 75 percent load 
factor is justifiable, despite fact that Midwestern will pay its supplier, 
Tennessee, only on the basis of a guaranteed 6634 percent load factor 
minimum bill. P. 663. 

7. Commission issues certificates of public convenience and necessity under Sec- 
tion 7 of the Natural Gas Act to Midwestern and Tennessee. P. 664. 

Commissioner CONNOLE concurring. 

Commissioner KLINE dissenting. 

Commissioner HUSSEY not participating. 

William C. Braden, Jr., Harry 8. Littman, Jack Werner, Lambert McAllister, 
and John D. Lane for Midwestern Transmission Co. and Tennessee Gas Trans- 
mission Co. 

Tilford A. Jones and Edward B. Calland for The Manufacturers Light and Heat 
Co., The Ohio Fuel Gas Co. and United Fuel Gas Co. 

John C. Lawyer and Stanley C. Tweedle for Northern Indiana Public Service 
Co. 

James R. Lacy, J. Harry Mulhern, Edward 8. Kirby, Frederick M. Broadfoot, 
and William R. Duff for Public Service Electric and Gas Co. 

James O’Malley, Jr., and H. G. Skinner for Consolidated Edison Company of 
New York, Inc. 

James L. Bomar for Tennessee Natural Gas Lines, Inc. 

Charles W. Stadell and Jerome J. McGrath for Midwest Coal Producers In- 
stitute, Inc. 


Donald M. Mosiman and Ira L. Haymaker for Indiana Public Service Commis- 
sion. 

Justin R. Wolf, Charles A. Case, Jr., Louise C. Powell, Lawrence I. Shaw, 
Vinson Roach, and Daniel J. O’Brien, Jr., for Northern Natural Gas Co. 


*Designated Commission Opinion No. 320. 


Rehearing denied by order issued July 9, 
1959, 22 FPC 17. 
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Justin A. Stanley, Richard G. Ferguson, and Robert A. Helman for Northern 
Illinois Gas Co. 

Jerome J. McGrath and John A. McGrath for National Coal Association, United 
Mine Workers of America, and Fuel Research Council, Inc. 

Robert E. Lee Hall for National Coal Association. 

Welly K. Hopkins for United Mine Workers of America. 

Charles C. McDugald, Clarence H. Ross, and Roland B. Whitman for The 
Peoples Gas Light and Coke Co. 

Raymond N. Shibley for Panhandle Eastern Pipeline Co. 

George C. Williams for The East Ohio Gas Co. and Lake Shore Pipe Line Co. 

G. Kirby Herrington for New York State Natural Gas Corp. 

James B. Sayers for The Peoples Natural Gas Co. 

Denton Borger for Hope Natural Gas Co. 

C. William Cooper and Norman A. Flaningam for Consolidated Natural Gas 
System Co. 

Thomas F. Ryan, Jr., Thomas C. Brosnan, Christopher T. Boland, and W. #. 
Feldhaus for Texas Gas Transmission Corp. 

Harry R. Begley for Illinois Commerce Commission. 

Stanley Harris, Jr., Robert L. Russell, and William L. Brunner for the staff of 
the Federal Power Commission. 

Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


OPINION 


These proceedings involve applications under Sections 7(c) and 7(e) of the 
Natural Gas Act by Midwestern Gas Transmission Company and Tennessee 
Gas Transmission Company to supply gas to the Chicago-Gary area of northern 
Illinois and northern Indiana. Tennessee will sell and deliver gas to its sub- 
sidiary Midwestern near Portland, Tennessee, and Midwestern will transport 
the gas of Joliet, Illinois, where it will sell the gas to three major distributors, 
Peoples Gas Light and Coke Company, Northern Illinois Gas Company, and 
Northern Indiana Public Service Company (NIPSCO). Delivery at Joliet 
will be made to Chicago District Pipeline Company, which will transport the 
gas for the account of the three distributors. 

The applications were filed on November 4, 1958, as a sequel to the proceedings 
in American Louisiana Pipe Line Company, et al., Docket Nos. G—2306, et al., 
in which in our Opinion No. 316 of October 31, 1958, 20 F.P.C. 575, we denied 
the applications of Tennessee and Midwestern to serve the Chicago-Gary area. 
We said, however, a well-founded project to serve the seemingly endless 
requirements of the Chicago market for both industrial and space-heating gas 
would be desirable (20 F.P.C. at pp. 585, 593). 

Pursuant to the Commission’s order issued December 3, 1958, the subject 
proceedings were consolidated and hearings commenced December 17, 1958, 
and were concluded March 10, 1959.1 Upon motion of Midwestern and Ten- 


1By orders of January 12, 1959 and April 2, 1959, there were permitted to intervene 
Northern Indiana Public Service Company ; the City of Chicago; The Manufacturers Light 
and Heat Company; The Ohio Fuel Gas Company; United Fuel Gas Company; Public 
Service Electric and Gas Company; The Peoples Gas Light and Coke Company; National 
Coal Association, United Mine Workers of America, and Fuel Research Council, Inc., and 
Mid-West Coal Producers Institute, Inc. (coal interveners) ; Northern [linois Gas Com- 
pany; Consolidated Edison Company of New York, Inc.; Tennessee Natural Gas Lines, 
Inc.; Panhandle Eastern Pipe Line Company ; Northern Natural Gas Company; The East 
Ohio Gas Company, Hope Natural Gas Company, Lake Shore Pipe Line Company, New 
York State Natural Gas Corporation, The Peoples Natural Gas Company (the Consolidated 
Companies) ; and Texas Gas Transmission Corporation. 


The Illinois Commerce Commission and the Public Service Commission of Indiana filed 
notices of intervention. 
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nessee the Commission by order of March 20, 1959, omitted the intermediate 
decision procedure. After the filing of briefs oral argument was held before 
us on April 10, 1959, and the matters are now before us for decision. 


THE PHYSICAL PROJECT 





The proposed sale by Tennessee to Midwestern will be made at the suction 
side of Tennessee’s Compressor Station 87, which is located near Portland, 
Tennessee. Commencing in the fall of 1959, Tennessee proposes to sell to 
Midwestern a volume of up to 261,320 Mcf of gas per day, increasing to 312,376 
Mcf per day at the beginning of the second year and to 363,432 Mcf per day 
at the beginning of the third year, at 14.73 psia. This latter volume will 
increase Tennessee’s design day system capacity from 2,305,599 Mcf to 2,669,031 
Mcf per day. 

To enable it to carry out its proposal Tennessee asks authority to construct 
and operate 157.61 miles of 36-inch loop lines on its existing Kinder-Portland 
line in Louisiana, Mississippi and Tennessee. It also proposes to construct 
and operate 114,900 horsepower in compression facilities, of which 26,300 horse- 
power will be located in three new stations, and the balance at fourteen existing 
stations, all located on Tennessee’s system south of Portland, Tennessee. The 
estimated cost of the new facilities is $61,548,000. 

In order to deliver a proposed 360,000 Mcf per day to the three Chicago 
area utilities Midwestern proposes to construct a 30-inch pipeline 350.5 miles 
long extending northwesterly from Portland, Tennessee, to Joliet, Illinois. It 
also proposes to construct a compressor station at Portland of 7,700 horsepower, 
a compressor station at Petersburg, Indiana, of 6,600 horsepower and a meter 
station at the point of interconnection with the facilities of Chicago District 
near Joliet. The total cost of these facilities is estimated at $50,815,000. 

The record indicates that both the facilities constructed by Tennessee and 
by Midwestern are adequate for the purposes specified and that the estimated 
cost is reasonable. No controversy has arisen over the design or cost of the 
facilities. 

Financing 





Tennessee’s proposed financing to cover the present project and previously 
authorized construction will be effected by the sale of the following securities: 


First Mortgage Pipe Line Bonds: 


534% series, 1979 (sold September, 1958) _-._..-_-___-___ $50, 000, 000 
TAF ONOy 1G vests cecis thins deem dittiariniscdni ets 65, 000, 000 
BAA De; emt! BO iti ic iesecticcistaiccctcaclniingh ahs satin ba catibaialbia fe Nil 25, 000, 000 


Debentures 5%4%, 1981 











According to the testimony presented Tennessee would encounter no diffi- 
eulties in raising the money needed, and the projects in both the dockets here 
involved can be economically and feasibly financed. 

It is proposed that Midwestern be financed initially as follows: 


Percent 
514% First Mortgage Pipeline Bonds, 1979____-__- $35, 000, 000 71.4 
5% Unsecured Notes, 10 Years_....__.------__-__- 5, 000, 000 10. 2 


CUNO BUCO k oti tcniicncncgcennminmiinncatccgue 9, 000, 000 18.4 


100 
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The testimony is that, assuming a seven percent rate of return, Midwestern 
could be financed at the interest rates proposed. It is our view that utilizing 
the 614 percent rate of return allowed herein that financing will also be feasible. 
As noted later a 644 percent rate of return permits a return on the equity, which 
is held wholly by the parent corporation, Tennessee, of 9.3 percent. We are also 
cognizant of the fact that Midwestern is a subsidiary of a strong pipeline system 
and will be serving an area that has a large demand for gas. Therefore there 
appears to be no doubt that it will be able to finance its proposed project under 
our prescribed rate of return. 

We note that the prospective common stock ratio of 18.4 percent of total 
capitalization after financing meets the requirement used in prior cases that 
there be at least 15 percent common equity. However if the 5 percent unsecured 
notes be treated as long-term debt—which is what they really are—then the 
debt total comes to 81.6 percent of total capitalization. Such ratio would 
exceed the standard of not more than 75 percent debt used by the Commission. 
It is observed, however, that these notes are to be payable either in cash or in 
preferred stock at the option of Midwestern, and the testimony indicates that 
Midwestern would try to pay them off in cash out of earnings. We therefore 
condone this apparent departure from our standards but shall require as a con- 
dition of the certificate issued herein that Midwestern pay no dividends on 
common stock until the interim notes are converted into preferred stock or the 
total long-term debt, including the notes, is reduced to 75 percent or less of the 
total capitalization. 

Gas Supply 


There is no controversy in this proceeding regarding the computation of esti- 
mates of gas reserves submitted by Tennessee in support of its proposed system 
capacity expansion. A question, however, has been raised by the Consolidated 
Companies and the staff as to the adequacy of the gas supply to support the 
expansion. 

The record shows that Tennessee’s system gas reserves were 15,783,340 MMcf 
as of January 1, 1958, located in areas in Louisiana and Texas including off-shore 
locations. Gas purchase contracts have been submitted for new reserves, and 
producers have filed for certificates of public convenience and necessity for sale 
of gas to Tennessee from these new reserves. The evidence shows, and there 
appears to be no dispute, that based on maximum requirements at the 1964 level 
Tennessee can deliver its full system requirements through the year 1970. While 
Tennessee’s witness testified to its ability to supply requirements for a longer 
period, his estimate was based on declining system requirements, an assumption 
that does not appear to be valid. According to the staff there results a delivera- 
bility life of eleven years starting with the year 1960. 

Tennessee contends that the staff erred in starting with 1960, and that if the 
year 1959 is utilized as the starting point, a twelve year supply has been shown. 
We agree with the staff that the deliverability life must be computed from the 
commencement of the new service proposed. Midwestern’s and Tennessee’s 
proposed facilities are still to be constructed, and the record indicates that the 
first full year of service to Midwestern will be 1960, so that the deliverability life 
is eleven years through 1970. 

The staff contends that the eleven years is less than the 12-year minimum 
requirements heretofore used for existing pipelines, and less than the twenty- 
year minimum requirements for new pipelines. The Consolidated Companies 
point out that in effect Tennessee has added a ten year gas supply for its 20-year 
contract with Midwestern to the detriment of the Consolidated System. They 
advocate the imposition of a condition if a certificate is granted requiring Ten- 
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nessee to file copies of additional gas purchase contracts sufficient to restore the 
gas supplies to the basis existing before the present dockets. We may note here 
that the Consolidated Companies also point out that while the average cost of 
gas purchased by Tennessee is 15.74 cents per Mcf, the cost of the new gas pre- 
sented in these dockets is 20 cents per Mcf. They believe that the cost of the 
new gas should not be “rolled in” to system costs so as to be applicable to the 
sales to existing customers, but admit, as is of course true, that this is a matter 
to be determined in future proceedings. 

As offsetting the apparent slimness of its gas supplies we agree with Tennessee 
that it is securing its gas supplies from a most prolific area. It is well known to 
us that Tennessee’s supply lines traverse an area in which new sources of gas are 
being discovered. It is also well known that Tennessee has demonstrated its 
ability to contract for additional supplies in competition with other natural gas 
companies that secure their supplies from this same general area. Although, it 
may also be true that Tennessee has entered into new purchase contracts, these 
contracts are not before us or a part of this record. Neither the amount of these 
claimed additional reserves, their location with respect to Tennessee’s system 
nor the reasonableness of the terms of the purchase agreements are known to us. 

While we believe that a showing of a twelve year deliverability life should be 
the minimal requirement, we also believe that our judgment should be tempered 
by the peculiar facts surrounding the situation before us. Thus, based upon the 
location of Tennessee’s system with regard to possible new supplies and its de- 
monstrated ability to attach new sources of supply, we find Tennessee’s supply 
showing adequate, particularly since we also have the means of protecting the 
consuming public dependent in whole or in part upon Tennessee. This protection 
ean be afforded by assuring the consuming public that Tennessee will not be per- 
mitted to assume additional market obligations unless it demonstrates that it has 
improved its gas supply. 

Accordingly, we shall require Tennessee to file with the Commission, gas sup- 
ply estimates demonstrating its ability to supply its authorized system obliga- 
tions and proposed additional obligations for a period of at least twelve years 
prior to filing any new application for a certificate of public convenience and nec- 
essity covering system capacity expansion. To assure that the additions to the 
gas supply warrant consideration, Tennessee shall also demonstrate that the 
terms and conditions of its new gas purchase contracts are not unreasonable. 


Markets 


Midwestern proposes to sell a daily volume of up to 360,000 Mcf per day at 
14.73 psia to its three distribution customers in the Chicago-Gary area, and has 
entered into a precedent agreement with each of them covering the proposed serv- 
ice. The agreement with Peoples provides that if authorization is obtained 
from the Commission by May 15, 1959, a twenty-year contract will be executed 
obligating Peoples to purchase increasing amounts of gas up to 100,000 Mcf per 
day beginning with the year 1962 and thereafter for the term of the contract. 
Similarly the precedent agreement with NIPSCO provides that if authorizations 
are received by May 15, 1959, a twenty-year contract will be executed obligating 
NIPSCO to purchase increasing amounts of gas up to 200,000 Mcf per day begin- 
ning with 1962 and thereafter for the term of the contract. The agreement with 
Northern Illinois provides that if authorization from the Commission is received 
by September 15, 1959, a contract will be executed providing for the purchase of 
a contract demand quantity of 60,000 Mcf per day for the term of the contract. 

The record is very clear on the basis of uncontradicted evidence that there is 
presently a need for the proposed additional gas in the Chicago-Gary area and 
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that this need will be increasing. The two Illinois customers are currently op- 
erating under restrictive orders as to the attachment of space heating customers 
and in one case firm industrial customers are limited to specific daily volumes. 
It is estimated that Northern Illinois will serve some 40,000 additional single 
dwelling space-heating customers from the supplies of gas made available from 
Midwestern. As of September 30, 1958, Northern Illinois had 170,534 unfilled, 
unsolicited, requests for such space-heating, not counting demands for multiple 
dwellings, commercial establishments, government buildings, institutions and in- 
dustrial plants. Similarly NIPSCO had an unsolicited list of some 27,604 unfilled 
space-heating applications as of July 31, 1958. It was testified that the gas to be 
purchased from Midwestern would be able to supply this backlog, but that the 
demand for gas would continue to grow. With respect to Peoples it was testified 
that with the new gas supply the company would be able to serve an additional 
105,300 residential space-heating customers and some 10,150 additional commer- 
cial and industrial space-heating customers by the end of 1962. As of Novem- 
ber 30, 1958, Peoples had 72,433 unfilled requests for space-heating service. 

In addition to the space-heating demands the record shows large and increas- 
ing demands on the systems of all three distributors for firm and interruptible 
industrial gas. Recently NIPSCO has contracted to sell 36,400 Mcf per day to 
United States Steel Corporation and 45,000 Mcf per day to Inland Steel Company 
on a firm basis. Peoples has also contracted to sell on a firm basis 36,400 Mcf 
per day to United States Steel Corporation in Chicago. 

Midwestern estimated that each customer would purchase gas at a 100 percent 
load factor during January, February, March and December of each year and 
would reduce their purchases to a 75 percent load factor for the remaining 
months, averaging approximately 8314 percent. 

We conclude that on the basis of the record there is an adequate demand for 
the 360,000 Mcf per day of gas which Midwestern proposes to sell to the three 
distributing companies. 

Rates 


The greatest difficulty with Midwestern’s present application arises from its 
proposed rate of return of 7 percent and the levels of its proposed two part con- 
tract demand rate applicable to the sales to the three distributors. It is ordi- 
narily not possible to hold a full rate proceeding before issuing each certificate 
of public convenience and necessity, but we are authorized to inquire into rates 
proposed to determine whether they are consistent with the public convenience 
and necessity. We have considered the contentions made by all parties on these 
matters and will condition the certificate issued to Midwestern in the manner 
described below. 

Rate of Return—Midwestern’s presentation of its project, including its pro- 
posed rate to the three distributing companies, is predicated on a 7 percent rate 
of return in the fifth full year of operation. According to testimony introduced 
by it such a return would be reasonably adequate to attract the necessary debt 
and equity capital, and the 6 percent rate of return usually allowed in the past 
to pipeline companies is no longer realistic. The staff took no position on rate 
of return but used 6 percent for illustrative purposes in developing its recom- 
mended rate. The record, in fact, as in other certificate cases does not contain 
the financial data and other information usually included in the record in a 
rate case upon which we can make a precise determination of a fair rate of 
return. 

The record does show that if the cost of bond indebtedness is taken at 5.65 
percent ? and the cost of notes at 5 percent (see supra p. 655), the return on the 


25.5 percent interest rate increased to include an estimated issuance expense. 
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common stock using a 6 percent rate of return will be 7.9 percent. With a 6% 
percent rate of return the return on the common stock becomes 9.3 percent, and 
it will range up to 13.4 percent for a 7 percent rate of return. In view of the 
high cost of the bond money it is our judgment that 6 percent would be too 
low, but 6144 percent would be reasonable and adequate particularly in view of 
the fact that Midwestern will have no trouble marketing its gas. Seven percent 
is obviously too high. 

Rate Level—The most controversial matter in these proceedings concerns Mid- 
western’s proposed rate to its three distribution customers. The gas will be 
sold to Midwestern by Tennessee under its Contracted Demand Rate Schedule 
CD-1 as contained in its FPC Gas Tariff, Seventh Revised Volume No. 1. This 
rate schedule was filed with the Commission on November 14, 1958, and was 
suspended in Docket No. G-17166. The rate consists of a monthly demand com- 
ponent of $2.00 and a commodity component of 22.6 cents per Mcf (22.16 cents per 
Mcf when converted to 14.73 psia). Since this rate has already been called into 
question in another docket and since there is no controversy over the need for 
the gas or Tennessee's ability to make its proposed sales at this rate, the ques- 
tion of its reasonableness need not concern us further in this proceeding. 

Midwestern, as already indicated, proposes a long-term contract demand rate 
to its three customers composed of a monthly demand component of $4.00 per Mcf 
and a commodity component of 22 cents per Mcf at 14.73 psia. The rate schedules 
proposed provide for a monthly minimum bill equal to the demand charge plus 
the commodity charge for a volume equal to purchases of the contract demand 
at 75 percent load factor. NIPSCO and Peoples are each given the right to 
request an additional 10,000 Mcf per day during the period ending December 31, 
1960, at the 100 percent load factor rate of 35.15 cents per Mcf. 

The proposed tariff contains two rate schedules, CD—-X-—1 and CD-X-2, both of 
which provide the rates and minimum bill stated above. Rate schedule CD-X-1 
is available to a buyer whose system can be connected with that of Natural Gas 
Pipeline Company of America, Texas Illinois Natural Gas Pipeline Company, or 
Chicago District, and it is proposed that service to Northern Illinois be rendered 
under this rate schedule. Rate schedule CD-X-2 is similar except that it is 
available only to NIPSCO and Peoples, who have an arrangement by which they 
can transfer gas from one to the other. The rate schedule permits this transfer 
so long as the sum of the deliveries does not exceed the sum of the contract 
demands of the two customers. 

The staff and the coal interveners at the hearing and in their briefs objected 
strenuously to Midwestern’s $4.00 demand—22 cent commodity rate alleging 
that it is derived on the basis of negotiation and does not reflect a proper classi- 
fication of costs as between demand and commodity in accordance with Com- 
mission precedent, particularly the Seaboard formula.* The result is, they con- 
tend, that the demand charge would bear more than its share of costs and the 
commodity charge less than its share of costs. Insofar as the rate is reflected 
in rates charged by the distributors a larger proportion of Midwestern’s costs 
would be paid by the low load factor domestic and commercial space heating cus- 
tomers and a smaller proportion by the interruptible customers. 

Midwestern, its three customers and the Commissions of Illinois and Indiana, 
however, vigorously support the proposed rate, pointing out that the load factor 
of residential space-heating customers in the Chicago area is approximately 25 
percent. This means that the three distributing companies will have large 
amounts of off-peak or “valley” gas to dispose of during all parts of the year 
except the cold winter months. They propose to sell this gas on an interruptible 















































8 Atlantic Seaboard Corporation, et al., 11 F.P.C. 43, 52. 
556—-794—63—_44 


660 FEDERAL POWER COMMISSION 


basis to various industrial concerns and Commonwealth Edison Company for 
boiler fuel use in the generation of electric power. 

All these parties contend that the 22-cent commodity component of the rate 
should not be higher if the distributors are to compete with oil and coal in 
effecting their “valley sales” of interruptible gas. Peoples contends that its off- 
peak and interruptible sales, producing a gross revenue of $11,000,000 in 1958, 
are vital to its ability to serve its space-heating market, that its rates have 
been established by competition and that they are within a range limited by the 
value of the service to the customers and the direct incremental costs incurred in 
rendering the service. NIPSCO points out that its present and potential inter- 
ruptible load consisting of service to a number of industrial companies and 
Commonwealth Edison would produce gross revenues of ten or eleven million 
dollars. It argues that the interruptible gas would be subject to a transporta- 
tion charge on the part of Chicago District and to an Indiana gross income tax 
in addition to the 22-cent commodity component of Midwestern’s rate, and oper- 
ating and distribution costs. Furthermore, it says the industrial customer would 
incur costs for the amortization of capital investment in gas firing equipment. 
All of these costs, it contends must necessarily be compared with the equivalent 
cost of coal and other fuels. 

Northern Illinois sells gas to industrial concerns on an interruptible basis 
after all firm demands are satisfied. It says this results in the purchase of gas 
at higher annual load factors and in lower average costs per unit of gas pur- 
chased. It argues that charges for interruptible industrial service must return 
a margin to the company over cost and at the same time be attractive to indus- 
trial customers. If there is gas left over, it will sell this to Commonwealth Edi- 
son for use as boiler fuel. 

We have carefully considered the contentions made by the parties. As will 
appear below there is no need for us to make a determination as to the proper 
level of the demand and commodity components of Midwestern’s rate, and we 
shall accept for filing a rate schedule embodying the 22 cents per Mcf commodity 
component of the rate proposed by it for a period of a year; at the end of that 
time we shall require that Midwestern file rates satisfactory to us, or we shall 
prescribe new rates. However, we are not to be understood as abandoning the 
Seaboard case as a method of cost allocation or as a guide to rate design. 

The Seaboard case provided for the allocation of costs to the various types of 
service rendered by the company. As necessary to that allocation we devel- 
oped a method of classifying costs to the demand and commodity functions. In 
order that the commodity component of the rate bear some portion of the fixed 
costs we assigned 50 percent of such costs to demand and 50 percent to com- 
modity, and we assigned the variable costs wholly to commodity. However, in 
the circumstances presented by the present record there is no necessity for us to 
make such an allocation or classification. 

According to Midwestern’s estimates each of the three distributors will have a 
load factor of approximately 8314 percent. This obviously means, as the dis- 
tributors indicate, that as long as this equality obtains, each will pay the same 
amount per Mcf irrespective of the level of the demand and commodity compo- 
nents of the rate assuming that the rate was always designed to return the same 
number of dollars per Mcf at the 8314 percent load factor. Thus in this particu- 
lar situation Midwestern will receive the same return whether a Seaboard rate, 
or its proposed rate, or a straight rate per Mcf is used. Here there is but one 
kind of customer, one kind of service and approximately one kind of load 
factor. Because the record shows that the revenues that Midwestern will re- 
ceive are reasonably calculated to make the project feasible, it is immaterial at 
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the present time to approve or disapprove Midwestern’s proposed 22-cent com- 
modity component of its rate. As long as the three customers remain the same at 
approximately the same load factor it will make no financial difference to Mid- 
western or any of the customers as to the respective levels of the demand and 
commodity components. 

Even if we set out to determine a rate structure for Midwestern that could be 
reflected in retail rates so as to meet local conditions, we would not be able to 
make the precise adjustments necessary, for the necessary information is not 
in the record. For instance, we do not know what amounts of interruptible gas 
could be sold at various rate levels, and the record does not contain data on the 
competitive price of coal. In any case we are not responsible nor are we au- 
thorized to determine the retail rates to the ultimate consumer. We are re- 
quired by the Natural Gas Act to determine rates in interstate commerce that 
are just, reasonable and non-discriminatory. From the standpoint of this Com- 
mission Midwestern’s rates have no logical or legal relationship to the proper 
level of interruptible rates to the customers in Chicago. That is a matter for 
the Illinois and Indiana Commissions, which must exercise the statutory respon- 
sibility that is uniquely theirs, not ours, to vary the rates to meet local conditions.‘ 
Of course, the fact that the 22-cent commodity component was negotiated 
between Midwestern and its customers is no evidence at all that it is a 
proper price in relation to the interruptible sales in Chicago, or otherwise. In 
view of these considerations we shall accept for filing at this time a rate 
schedule embodying Midwestern’s proposed 22-cent commodity component of its 
rate, because we believe that to do so is consistent with the public convenience 
and necessity, but without making a determination of what would constitute 
proper rate levels. 

Therefore we shall require that Midwestern file a rate schedule containing 
its proposed 22 cents per Mcf commodity component, and the corresponding 
demand component of $3.85 per Mecf per month at a 614 percent rate of return, 
instead of Midwestern’s proposed $4.00 demand component, but this will be 
permitted to remain in effect only for a developmental period of one year. 
Because it is our opinion that the design of the rates of the three distributors 
is a matter for the local commissions and should not depend on the level of 
Midwestern’s rate, Midwestern shall have the option to file as an alternative to 
its proposed two-part rate, a straight rate with appropriate blocks or steps, 
subject to our approval. We think that the two-part or straight rate can be 
embodied in one rate schedule that can be offered to all three distributors and 
can contain the provisions for interchange of gas which are now found in Mid- 
western’s proposed CD-—X-2 rate schedule. 

It is clear that we would not be justified in permitting the use of Mid- 
western’s proposed rate levels indefinitely. While the rate which we will accept 
for filing will not be deleterious as long as Midwestern has but three customers 
all with approximately the same load factor, it could become discriminatory 
under changed conditions. The record shows that Midwestern will not be 
a static enterprise, and that its customers will continue to have local loads 
of varying characteristics. The record contains copious evidence of the rising 


4In oral argument counsel for Peoples doubted whether the company would be per- 
mitted by the Illinois Commission to sell gas at less than the commodity component of the 
rate fixed by this Commission plus any incremental costs incurred, citing Produce Ter- 
minal Corp. v. Illinois Commerce Comm’n, 414 Ill, 582, 112 N.E. 2d 141 and Illinois Coal 
Operators’ Assoc. v. Peoples Gas Lt. € Coke Co., 7 PUR NS 403 (Ill. Com. Commission). 
In our opinion it is questionable whether the cases support this proposition, but, of course, 
in any case the responsibility of regulating local retail rates rests with the local agencies 
irrespective of any alleged limitations on their authority. 
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demand for gas in the Chicago area. Midwestern’s pipeline with proper com- 
pression added will be able to transport 700,000 Mcf per day instead of the ini- 
tially proposed 360,000 Mcf per day. Midwestern’s policy is to expand, and as it 
expands it is likely that the load factors of the several distributors will not 
remain similar; each will come to bear more or less than its share of Mid- 
western’s costs, and the rate will become discriminatory. To the extent that 
its load factor falls below 8314 percent, the distributor will bear more than its 
proper share of Midwestern’s costs; to the extent that its load factor rises above 
8314 percent, it will bear less than its share of costs. Even more likely to be 
a cause of discriminatory effect on the part of the proposed rate would be the 
addition to Midwestern’s system of new customers of very different load 
characteristics. 

Furthermore, Midwestern’s project has not been built. There has been no 
experience upon which to judge its costs or the validity of any classification 
or allocation we might make, or the propriety of any resulting rate levels we 
might devise. Midwestern’s rate can be considered much more realistically 
after its project has been in operation and the potentialities of its market have 
been tested. 

We shall therefore require that Midwestern file within one month after 
the first full year of operation a rate that shall be satisfactory to the Commis- 
sion. Such a rate may be a two-part rate or a straight rate with appropriate 
steps or blocks. We shall arrange that shortly after the expiration of a year 
and a month from the commencement of operations a hearing shall be scheduled 
under Section 5(a) of the Natural Gas Act so as to permit prompt inquiry into 
the justness and reasonableness of the rate filed with particular reference to 
questions of classification and allocation and the level of the demand and com- 
modity components in case the rate does not appear satisfactory to us at the 
time it is filed. After such a hearing we shall prescribe a rate which we shall 
think proper under the circumstances and in accordance with the standards 
of the Natural Gas Act. In providing for this procedure to review Mid- 
western’s rates we may note that the rates of Natural Gas Pipeline and Texas 
Illinois which supply gas to Peoples, NIPSCO and Northern Illinois are also 
the present subject of the rate proceedings referred to previously, so that the 
rates charged to serve the distributors in the Chicago-Gary area will be subject 
to our active supervision and review. 

Before leaving the matter of Midwestern’s rates we should note that Mid- 
western’s cost of service per unit of gas sold may very well decrease in the 
future, not only for the reason indicated above that Midwestern will be selling 
increased volumes of gas but also because Tennessee’s rates are currently subject 
to proceedings in Docket Nos. G—11980 and G-17166. Should its costs decrease 
for either of these reasons Midwestern should file rate changes subject to our 
review reflecting such decrease in costs. The decreases should be applied to 
the demand component of the rate, rather than the commodity component. In 
this way Midwestern’s rate levels will trend towards that computed under the 
Seaboard formula. Of course, should a reduction in Tennessee's filed rates 
result in a refund, Midwestern should make a corresponding refund to its 
customers subject to our approval. 

Minimum bill—One other aspect of the rate question deserves consideration. 
Midwestern’s proposed rate contains a provision, as already mentioned, by 
which each distributor must pay a minimum commodity charge equal to monthly 
purchases at 75 percent load factor in addition to the demand charge. The staff 
and the coal interveners contend that this provision is objectionable particularly 
in view of the fact that Midwestern would pay Tennessee only on the basis of a 
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guaranteed 66% percent load factor minimum bill. In our opinion the 75 per- 
cent minimum is justifiable and necessary in spite of this discrepancy with 
Tennessee’s charge. The record indicates that the economic feasibility of the 
project depends upon a load factor of at least 75 percent. As we have already 
noted the proposed annual average load factor of approximately 8314 percent 
represents a load factor of 75 percent in off-peak months. Furthermore, while 
not prejudging another case, we note that in Docket No. G-18148 Natural Gas 
Pipeline has filed a new tariff including a 75 percent minimum take-or-pay pro- 
vision. While this rate filing has been suspended, the 75 percent minimum 
may be in effect some time before we reach a determination in that proceeding. 


CONCLUSION 


Certificates issued to Tennessee and Midwestern to enable them to carry 
out their proposed project to serve the Chicago area will be greatly in the 
public interest if conditioned as to future gas reserves, rate of return, payment 
of dividends and rate level as described above. If such certificates are accepted 
and the project carried to completion it will add substantially to the gas 
supplies of the Chicago area and will be economically feasible, for we believe 
that under proper rates prescribed by the Illinois and Indiana Commissions 
the gas can be sold and Midwestern earn a fair return. 


The Commission finds: 


(1) Midwestern, a Delaware Corporation with its principal place of business 
at Houston, Texas, upon the commencement of the sale authorized herein will 
be engaged in the sale of natural gas in interstate commerce for resale for 
ultimate public consumption, subject to the jurisdiction of the Commission, and 
will, therefore, be a “natural-gas company” withipv. the meaning of the Natural 


Gas Act. 


(2) Tennessee, a Delaware Corporation with its principal place of business 
at Houston, Texas, is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission. 

(3) The facilities hereinbefore described are proposed to be used by Mid- 
western and Tennessee in the transportation and sale of natural gas in inter- 
state commerce, subject to the jurisdiction of the Commission, as an integral 
part of their pipeline systems and the construction and operation thereof by 
Applicants are subject to the requirements of subsections (c) and (e) of Sec 
tion 7 of the Natural Gas Act. 

(4) The sales of natural gas hereinbefore described, as more fully described 
in the applications will be made in interstate commerce, subject to the juris- 
diction of the Commission, and such sales, together with the construction and 
eperation of any facilities subject to the jurisdiction of the Commission neces- 
sary therefor, are subject to the requirements of subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 

(5) Subject to the requirements of this opinion and order and the conditions 
of the certificates issued hereunder, Midwestern and Tennessee are able and 
willing properly to do the acts and to perform the services proposed and to con- 
form to the provisions of the Natural Gas Act, and the requirements, rules 
and regulations of the Commission thereunder. 

(6) The construction and operation of the facilities proposed by Midwestern 
and Tennessee, and the sales of natural gas by them, together with the con- 
struction and operation of any facilities subject to the jurisdiction of the 
Commission necessary therefor, are required by the public convenience and 
necessity, and certificates therefor should be issued as hereinafter ordered and 
conditioned. 
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(7) The public convenience and necessity requires that the certificates 
issued herein shall be conditioned as provided below. 


The Commission orders: 


(A) Certificates of public convenience and necessity are hereby issued 
authorizing Midwestern and Tennessee to construct and operate the facilities 
and to make the sales hereinbefore described, all as more fully described in 
the applications in these proceedings, for the transportation and sale of natural 
gas in interstate commerce for resale, as herein set forth, upon the terms 
and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(ec) and (e) of Section 157.20 of the Commission’s General Rules and Regula- 
tions including Rules of Practice and Procedure, shall attach to the issuance 
of the certificates granted in paragraph (A) hereof, and to the exercise of the 
rights thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of 
said Section 157.20 of the Commission’s Rules, is hereby fixed at six months 
from the date on which this order issues. 

(D) Within 30 days of the issuance of this order Midwestern shall file 
an initial rate schedule CD-1 for service to Peoples, NIPSCO and Northern 
Illinois. Such rate schedule shall contain either a two part contract demand 
rate or a straight rate per Mcf sold with appropriate steps or blocks, subject 
to the approval of the Commission. The contract demand rate shall be com- 
posed of a demand component of $3.85 per Mcf per month and a commodity 
component of 22 cents per Mcf subject to a minimum bill requirement of the 
demand charge plus the commodity charge for a volume equal to purchases 
of the contract demand at 75 percent load factor; the straight rate shall be 
designed to produce approximately the same revenue at corresponding load 
factors and shall contain an appropriate minimum bill provisions; and measure- 
ment in any case shall be 14.73 psia. The initial rate schedule CD-1 shall 
provide for the interchange of gas between all three distributors, so that the 
sum of the deliveries does not exceed the sum of the contract demands and so 
that the gas transferred to another buyer shall be credited to such buyer 
for the purpose of computing its minimum bill. 

(E) Within one month after the end of the first year of operation of its 
proposed project Midwestern shall file a new rate schedule which shall con- 
tain either a two-part or straight rate and which shall be satisfactory to the 
Commission; if such rate schedule is not satisfactory to the Commission, the 
Commission, after hearing, shall prescribe rates with particular attention to the 
classification and allocation of costs. 

(F) Midwestern shall pay no dividends on common stock until its interim 
notes are converted into preferred stock or the total long-term debt, including 
the notes, is reduced to 75 percent or less of the total capitalization. 

(G) Before Tennessee shall file an application for a certificate of public con- 
venience and necessity covering system capacity expansion at any time in the 
future it shall file with the Commission gas supply estimates demonstrating 
its ability to supply its average day obligations as authorized and as proposed 
for a period of at least twelve years and it shall show that the terms and con- 
ditions of its new gas purchase contracts are not unreasonable. 

(H) The certificates issued to Applicants herein are not transferable and 
shall be effective only so long as they continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations and orders of the Commission thereunder. 
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(I) The grant of the certificates in paragraph (A) hereof shall not be con- 
strued as a waiver of the requirements of Section 4 of the Natural Gas Act, 
or of Part 154 of the Commission’s Rules and Regulations thereunder requiring 
the filing of rate schedules for the service herein authorized; and is without 
prejudice to any findings or orders which have been or may hereafter be made 
by the Commission in any proceeding now pending or hereafter instituted by or 
against Midwestern or Tennessee. Further, our action in this proceeding shall 
not foreclose nor prejudice any future proceedings or objection relating to the 
operation of any price or related provision in the gas purchase contracts here 
involved. 

Commissioner Connole concurring, filed a separate statement. Commissioner 
Kline dissenting, filed a separate statement. 


CoNNOLE, Commissioner, concurring: 


I should have preferred an order which prescribed the negotiation of a definite 
one part rate with appropriate blocks and possibly even a minimum bill to be 
negotiated during the one year developmental period and to become effective at 
the end of the first year or earlier if possible. The same order should provide 
that, if negotiation is impossible, the Commission would prescribe such a rate 
after hearing. 

Because the possibility of such a rate coming out of the proceeding contem- 
plated by this order is not ruled out, however, I concur in the order, with this 
statement in explanation of my preference. 

There is no issue whether the rate schedule proposed by Midwestern will 
recover to Midwestern all the costs incurred by it. Midwestern will not be 
selling at a loss. 

Neither, presumably, is there an issue whether the three customer distributing 
companies will recover all their costs from their customers, taken together. 
They will not be selling at a loss. 

Certainly there is no issue at this point whether these rates are more than 
just and reasonable. Where, then, does the rate issue arise? 

It arises from the fact that some of the gas that will be delivered to the 
three distributing companies will be resold by them at interruptible rates, in 
some cases only a penny or so per Mcf above the commodity component of the 
rate at which it is bought. According to this record, in 1962, this amount 
would total about 31,087,290 Mcf for Northern Indiana Public Service Company, 
9,576,960 Mcf for Peoples and 11,304,500 Mcf for Northern Illinois. This caleu- 
lation deducts the firm sales from total purchases and computes the rates at 
which the rest will be sold on the basis of the average proportion of interruptible 
and firm gas sales on the customers’ systems. On this basis, 42 percent of the 
total volumes of gas sold in 1962 would be used for valley-interruptible sales by 
the distributing companies. 

Of course, not only Midwestern gas is involved. Each company buys from 
at least one other source at rates resulting in an even lower average cost of 
gas. Who pays the difference between Midwestern’s average sale price of 37.2¢ 
and a purchase price as low as 22.72¢. The firm customers do, of course, 
including the steel loads as well as the usual domestic and commercial loads. 

Now, this may or may not be a sound thing. For example, the average cost 
shown above is based on dividing 109,440,000 Mcf into $40,717,771 total expenses, 
of which at least $6,293,771? are not functions of volume; they are fixed costs. 


1 Peoples sells some interruptible gas at 22.72¢ per million BTU (TR. 1317, 1319). 
2Ex. 15, Schedule 1 (Revised), modified to reflect Federal Income Tax based on 614% 
return. 
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If the purchases by the three distributing companies are less than that volume, 
the fixed costs must be divided into fewer units, the average price would be 
higher and more sales would be lost because the resale rate would have to 
be higher. 

The purpose of differential pricing is to fix the level at which the inter- 
ruptible sale will be made so as to sell as many units as possible, but with this 
crucial limitation. The price must not be so low that it will not cover the actual 
avoidable, out-of-pocket costs associated with purchasing the increments of gas 
to be resold at this low price. Otherwise, the more that is sold, the less the 
profit. 

Here is where cost allocation enters. For it is not a simple thing to allo- 
cate costs between avoidable, out-of-pocket on the one hand and on the other, 
fixed or constant. Certainly, those costs which are functions of volume, are 
variable. Those that are functions of capacity are constant. The former are 
recovered through the commodity component in a two part rate; the latter 
through the demand component. 

But some capacity costs in addition should be borne by a sale that ties 
up no specific capacity year round (the interruptible). Clearly the very eavist- 
ence of the pipeline makes possible what otherwise would have been impossible— 
i.e.—the interruptible sale. Hence, that interruptible ought to contribute to- 
ward the cost that is the function of the simple fact of existence of the line, 
i.e., the capacity costs. 

How much should they contribute? In Atlantic Seaboard we said 50%. This 
was never more than an educated guess. Different conditions of demand (giv- 
ing it the economist’s sense of a demand schedule, not the rate maker’s mean- 
ing) dictate a different proportion—but never lower than the out-of-pocket 
costs! Always, the purpose is to recover from each class of customers the great- 
est amount possible over and above actual avoidable out-of-pocket costs by sell- 
ing as many units as possible, thus reducing the unit costs to each class of 
customer to the lowest point. 

This delicate business, however, is a thing for the regulatory authority that 
knows best the special competitive market conditions in the area and can dis- 
tribute these costs most equitably. All we should do is to fix the amount that 
must be recovered in total by Midwestern. Then we should indicate, by cus- 
tomary allocation methods, which costs are functions of volume and which 
of capacity. Let the Illinois and Indiana Commissions, then, using the statu- 
tory responsibility that is uniquely theirs, not ours, vary the rates at which 
this gas may be resold so that as many Mcef as possible are sold at prices that 
will recover from each Mcf so sold all Midwestern’s out-of-pocket costs of buy- 
ing and carrying the gas and make something of contribution to the constant 
costs. Such, of course, will be done in the investigation and allocation pro- 
ceeding contemplated by this order. 

No direct sale is made by Midwestern. Its rates will recover the costs of 
making all of its sales. The manner in which the ultimate consumer pays 
those costs is an intra-state problem. We can only presume those authorities 
will use sound judgment in whatever theory they adopt to the end that the 
price is the lowest possible consistent with good regulatory principles (thus 
assuring widest distribution) and the utilities making the sale are permitted 
to earn a fair return (thus assuring best service). Beyond those things we 
have no right to pass. 

We are cited to Illinois Coal Operators’ Association v. The Peoples Gas Light 
€ Coke Company, 7 PUR (NS) 403 as authority for the proposition that the 
illinois Commission may not sanction interruptible sales at levels lower than 
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the commodity component of a pipeline’s two part rate. The case stands for 
the general proposition that the sale ought not be made at a loss. It does 
not adopt the commodity component as such. The Commission said, “In other 
words, so long as the business obtained from a given class of customers results 
in a profit and does not increase the cost of rendering service to other classes, 
unlawful discrimination cannot be said to exist.” (7 PUR (NS) 408 at 417). 
Here there has been no hiding the fact that the commodity component proposed 
by Midwestern bears no relation to costs, out-of-pocket or any other. Mani- 
festly, the commodity component must be meaningfully computed if it is to 
measure out-of-pocket costs. Where it has not been, as here, there is no assur- 
ance that the ultimate firm consumer will not be bearing an undue amount of 
Midwestern’s costs if the three distributing companies are permitted to sell in- 
terruptible gas at a price whose sole minimum limitation is that it exceed 22¢. 
Yet we are asked to give our permanent approval to such a rate, knowing it 
will be used for such a purpose. 

Personally, I see no excuse for a pipeline such as Midwestern attempting to 
set an artificial commodity component admittedly having no relation to cost, 
as the means of measuring what costs are supposed to be recovered from in- 
terruptible, non-capacity related sales by the distributing companies. In the 
absence of direct sales by Midwestern we have no need to make such an alloca- 
tion. In the absence of intimate knowledge of the shape of demand curve of 
the ultimate customers, we have insufficient knowledge to do so. Midwestern 
makes only three sales, each at a nearly similar load factor within the upper 
ranges where variations are almost insignificant. There is no need for a two 
part rate at all. If assurance is needed that gas is purchased from Midwestern 
in preference to other suppliers, to a reasonable degree this can be obtained by 
using a step or block rate where valley purchases will be at a lower unit price. 

Much of this gas will be purchased by Tennessee in South Louisiana, under 
the so-called Catco contract, at prices of 23.7¢ Mcf after all taxes. At this 
point, I do not recommend that all this gas be assigned to Midwestern’s sale to 
the distributing companies, although there are arguments in that direction. 
Nevertheless, a new line going all the way from the supply area of South Lou- 
isiana to Chicago would have been required to pay more for gas than it could 
be sold for, retail, in Chicago. It is certainly a crazy quilt pricing pattern 
that permits the old Chicago District Generating Company to buy gas on the 
shores of Lake Michigan at prices lower than a central electric generating 
station on the banks of a bayou in South Louisiana can. Even using the aver- 
age system gas costs of Tennessee, there is so slight a spread between the 
interruptible price proposed by the distributing companies and the average pur- 
chase price that there seems little question that the allocation urged by dis- 
tributing companies and Midwestern is at least questionable. 

From all this it appears that any sale of gas for generation of electricity in 
the highly price-sensitive Chicago fuel market is a risky business at best. In- 
deed, if this pipeline had to depend on such sales entirely for its success it 
could not be said that the public convenience and necessity required it. Since 
so much demand exists in Chicago, however, other than for price-sensitive type 
sales and since the householder and other users in Chicago seemingly desire 
the advantages of natural gas, the line can be supported. The existence of 
two other lines having materially lower costs so reduces the average cost that 
there is no reason to believe the project will fail, if all costs properly assigned 
to each class of sale are met and the total costs are rolled in with the other 
costs of the three distributing companies. 

I am not convinced that these sales by Midwestern can only be made for 
purposes of reselling them, part of the time, on a dump basis. The distributing 
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companies have ample gas from other sources available for this purpose. An 
appropriately designed rate will assure reasonable takes from Midwestern. 
The gas is needed badly enough by the distributing companies that they should 
be willing to pay a fair price for it and absorb it in the system without relying 
on the fiction of reselling identifiable volumes from identifiable sources to spe- 
cific resale customers. The impact on the overall cost of purchased gas of 
the distributing companies is so slight that there is no need to rely on the 
fiction to permit the sale. And if it were, the sale ought not to be made. Ac- 
cordingly, I see no injury that could be worked on any interest if we did follow 
the course I prefer. 


Kine, Commissioner, dissenting: 


I joined with the majority in Opinion No. 3167 in asserting that a well-founded 
project to serve the requirements of the Chicago market would be desirable. I 
am still of that opinion. I dissent here because I feel that to certificate this 
project under a demand-commodity form of rate with a commodity component so 
low as to permit sales of large quantities of industrial gas below cost is not a 
well-founded project, is not required by the public convenience and necessity, and 
is definitely against the public interest. 

The majority opinion fails to touch on some issues and touches lightly on 
others which I feel must be squarely faced before a certificate of public con- 
venience and necessity can issue. To put these issues in proper focus, I shall 
recite again some of the material facts. The Tennessee Gas Transmission Com- 
pany, which serves the northeastern section of this country from Tennessee to 
New England, desires to expand its system so as to serve the Chicago area which 
is already serviced by several pipelines.2 The great bulk of the gas needed to 
serve the Chicago area market was acquired by Tennessee in Louisiana at a 
price of 21.4¢ per Mcf plus 2.3¢ severance and gathering taxes, or at a total price 
of 23.7¢ per Mcf. The record clearly discloses that in order to sell industrial 
gas in large quantities in the Chicago area on a competitive basis with other fuels, 
the price must not exceed 25¢ or 26¢ per Mcf including local taxes and local 
distribution company costs. Midwestern, Tennessee’s wholly-owned subsidiary, 
accordingly negotiated contracts with the major distributing companies in the 
Chicago area under a demand-commodity form of rate, the commodity com- 
ponent of which is 22¢. We are told that unless this project is certificated with 
the rates provided for in these negotiated contracts, the distributing companies 
will not take the contracted volumes, but will cancel their contracts and the 
project will fail. 

The record shows that when the cost of the newly acquired gas is rolled in 
with the cost of the other gas purchased in past years by Tennessee for its north- 
eastern market the average over-all cost of Tennessee’s gas is 15.74¢ per Mcf. 
Tennessee transports this 15.74¢ gas from Louisiana to Portland, Tennessee, 
where it proposes to deliver it to Midwestern under its demand-commodity form 
of rate on file with us, the commodity component of which is 22.16¢. 

It is apparent from the foregoing facts that the sales to the industrial customers 
in the Chicago area will be paid for by two other classes of consumers. First, 
the present customers of Tennessee, under the rolled-in cost theory of rate-mak- 
ing, will bear a very substantial portion of the cost of this gas to the Chicago mar- 
ket. Second, the small householder and domestic user in the Chicago area will 
pay the balance of the subsidy necessary to make this below-cost sale to the steel 
companies and electric utilities in the Chicago area. 


21 American Loutetana Pipe Line Company, et al., Docket Nos. G—2306, et al., 20 FPC 575. 
2 Natural Gas Pipeline Company of America, Texas Illinois Natural Gas Pipeline Com- 
pany and, to a limited extent, Northern Natural Gas Company. 
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It is perhaps worthy of note at this time that Midwestern alone could not bring 
gas to the Chicago market and offer any justification for such a rate since it, un- 
like Tennessee, would be unable to roll in the costs of the newly purchased gas 
with other gas purchased years ago at lower prices for other customers. Since 
Tennessee is operating its system under a demand-commodity form of rate based 
upon the Atlantic Seaboard formula of allecating half of the fixed costs to de- 
mand and half to commodity, it could not bring this gas to the Chicago market at 
this price. It is only through the device of Tennessee’s purchasing the gas and 
rolling its cost in with the costs of its other purchased gas and then having the 
gas transported in substantial part by a wholly-owned subsidiary that there can 
be any apparent justification for the project. 

The fact that Tennessee’s present customers are being called upon, by reason 
of the application of the doctrine of rolled-in costs, to bear a substantial portion 
of the cost of subsidizing the industrial consumer in the Chicago area has not 
been touched upon by the majority. I recognize that as a matter of business 
and administrative convenience, it is impossible to allocate one portion of gas 
to one portion of a pipeline’s market and another purchase to another portion 
of its market, and that under ordinary circumstances we roll in all costs of 
purchased gas. I recognize also that pipelines are constantly expanding into new 
territories and that as they do so, existing customers must bear a portion of 
the expense of serving new customers. If this were a natural expansion of the 
Tennessee system further into the New England area or some other area 
adjacent to its present markets, I would not consider this matter worthy of note, 
but it is not. The proposal here is not an ordinary expansion, but is one to 
markets far removed from Tennessee’s present markets. Not only that, but it 
is an expansion of major importance and the impact dollar-wise on Tennessee's 
present customers is substantial.* Finally, the Chicago area is already served 
by three major pipelines and this is not a case of service to a new and previously 
unserved area. The Chicago area already has the benefit of contracts made years 
ago for the purchase of low-cost gas by these three pipelines. Is it in the public 
interest that the Chicago area should also receive the benefit of the low-cost pur- 
chases of gas made years ago by the Tennessee system for its northeastern 
market? Is the public need in the Chicago area for this gas so great that we 
should require the steel companies and other industrial users in the Pittsburgh 
area, in effect, to subsidize their competitors in the Chicago area, or that we 
should require the domestic user in Tennessee or New York to bear a portion 
of the costs of the consumers in the Chicago area? While this factor alone 
might not be sufficient to justify rejection of this project, when it is taken into 
consideration with other matters which I shal! mention later, I am of the 
opinion that the public convenience and necessity does not require the certifica- 
tion of this project. 

The most serious objection to this project and the one which in and of itself 
requires rejection of the application is the 22¢ level of the commodity component 
of the rate. The sale of gas under a demand-commodity rate with a commodity 
component of 22¢ when the commodity component of the rate at which Mid- 
western purchases the gas at Portland, Tennessee, is 22.16¢ means not only that 
the domestic customer and householder in the Chicago area must pay for the 
entire cost of building the pipeline into Chicago but must also pay all operating 
expenses not only for his gas but for the gas used by the industrial consumers, 
must bear all line losses of gas, and must also pay .16¢ per Mcf of the cost of 


*The major portion of Tennessee’s latest rate increase of $19,184,000, which Becomes 
effective May 15, 1969, arises.from rolling in the costs of the 21.4¢ gas. 
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each Mcf of gas used by the industrial consumers. This is contrary to all Com- 
mission policy. It is the first time to my knowledge that a firm domestic 
customer has been required to bear part of the cost of supplying gas to an 
interruptible industrial customer. 

This Commission has “repeatedly held that use of natural gas as boiler fuel 
is an inferior usage and that, while it is not to be denied in all situations, 
it should be permitted only on a positive showing that it is required by public 
convenience and necessity.” In the Matter of Mississippi River Fuel Corp., 12 
FPC 109; Trans-Continental Gas Pipe Line Corp., 7 FPC 24; Piedmont Natural 
Gas Corp., 9 FPC 70; Texas Gas Transmission Corp., 10 FPC 391. How much 
more reluctant we should be to permit use of natural gas as boiler fuel when 
the commodity price at which it is to be sold by the pipeline is below the cost 
the pipeline will pay its supplier! 

This policy with respect to the use of gas for boiler fuel was still being 
followed by us as recently as January 30 of this year. In Opinion No. 315-A‘ 
this Commission quoted with approval the above statement from the Jfississippi 
River Fuel Corp. case in denying an application to permit the sale of natural 
gas for boiler fuel. In that case, to my mind a borderline case, the sale for 
boiler fuel purposes was, in effect, interruptible for a period of 60 days, pro- 
vided substantial benefits to the domestic users and, in addition, the granting of 
that application would have helped alleviate the soot problem arising from the 
use of coal as boiler fuel in generating stations in the vicinity of the United 
Nations Building. Certainly, it had far more merit than the present applica- 
tion. To certificate this project is a complete reversal of our stand in the 
Transcontinental case. 

Traditionally, the cost of gas has been considered by this Commission as a 
commodity cost. We have observed that: 


It is the uniform practice in the industry to purchase gas in the field on 
a straight commodity basis. And there appears to be no justification for a 
difference in treatments of the costs related to purchased or produced 
gas. Northern Natural Gas Company, Op. No. 228 11 FPC 123: El Paso 
Natural Gas Co., Op. No. 278, 13 FPC 421. 


Under no circumstances, that I can envision, could I agree to an allocation of 
a part of purchased gas expense to the demand rate, as the majority has done 
here. In my opinion, the direct effect of allocating part of purchased or produced 
gas expense to demand will be to drive the cost of gas in the field ever higher. 
Even the deterrent of competitive fuel costs has been wiped out by the action of 
the majority herein. 

As justification for certificating this project under these circumstances, the 
majority first take the position that, since Midwestern sells only to distributors 
in the Chicago area, any allocation of rates between demand and commodity 
is a problem for the state regulatory bodies in Illinois and Indiana, that we 
are interested only in the total amount of revenues which will be derived at a 
given load factor, and that the same revenues will accrue regardless of the 
amount allocated to the demand and the amount allocated to the commodity 
portion of the rate. In the next breath, and somewhat inconsistently, the 
majority impliedly recognize that rate allocation is our problem and direct that 
the proposed rate will be permitted to be effective only for a short period of 
time—one year—and that at the end of that peried new rates will be required 
to be filed. In support of their thesis that we should not inquire into rate 


4In the Matter of Transcontinental Gas Pipe Line Corp., et al., Docket Nos. G—-13143, 
et al., 21 FPC 138. 
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allocation at this time, the majority take the position that certificate pro- 
ceedings are not the place to look into rate matters and that we should permit 
the negotiated rates to go into effect and look into the rate question in a rate 
proceeding, that we will know more about the rates after the project has been 
built and operated for a year, and that there may be decreases in Tennessee’s 
costs which will permit lowering of the demand component of the rate. 

I concede that only the state regulatory bodies have jurisdiction over the 
rates of the distribution companies and that regardless of what action we take, 
such bodies may alter the demand and commodity components of the rate 
or may even provide for a different rate form to be used. However, the state 
regulatory agencies have no jurisdiction to determine whether an interstate 
pipeline should be certificated and whether the existence of each segment of the 
market of the gas has been fully established. That is our responsibility under 
the Natural Gas Act. The state commissions may have the sole jurisdiction to 
determine the proper allocation between demand and commodity which should 
be made in the rates of the distribution companies, but if this pipeline is built 
and there is no sale for the gas unless the commodity component of the rate is 
set at or below 22¢, then the hands of the state regulatory agency are tied. 
It must either permit the sale of gas at this rate even though it may find it 
to be improper or decree that there shall be no sale at all. If this Commission 
feels that the sole responsibility with respect to these rates lies with the Illinois 
and Indiana commissions, then it should either prescribe a straight commodity 
rate or a demand-commodity rate based upon principles which it has found in 
the past to be sound and equitable. It should certainly not approve even on 
a temporary basis a rate which is so patently contrary to all past precedents 
of the Commission, and so grossly unfair to the present domestic users of gas 
in the Chicago area and on the entire Tennessee system. 

In asserting that we should permit the rates negotiated by the parties to 
take effect and then investigate the rates later in a rate proceeding, the majority 
take a position which I have long advocated in producer certificate cases. The 
reason I take a different view here is that in the producer certificate cases 
we have no knowledge of whether the rates proposed are or are not reasonable 
or justified while in the instant case the proposed rate allocation is clearly 
wrong. We know that now. Postponing for a year the unpleasant task of 
rendering a clear-cut decision will not improve the situation, but instead will 
add to our difficulties. In this respect, my views are in accord with those of 
Commissioner Nelson Lee Smith in his dissent in the Hl Paso Natural Gas 
Company case, Opinion No. 278, where he stated : 


While I would not advocate slavish adherence to allocated costs in the 
designing of rates, I fear that our failure to make an adequate start toward 
corrective action now may reenforce assertions of vested rights in this inequit- 
able situation, and to increase the difficulty of further steps toward a more 
economically sound rate structure in the future. 


The reasons advanced by the majority for delaying action on the rate alloca- 
tion question will not stand up under scrutiny. The majority’s contention 
that we will have more experience upon which to judge costs and make rate 
allocations after the project has been in operation a year is not sound. The 
testimony in this case was based upon the anticipated costs in the year 1962 
since only then will the system have had a chance to build up and acquire the 
necessary loads. Obviously, a year’s operations will not provide any substan- 
tial basis upon which we can rely to make a rate allocation. 

The majority also call attention to the fact that there may be decreases in 
Midwestern’s cost of service and draw conclusions such as “In this way, Mid- 
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western’s rate levels will trend towards that computed under the Seaboard 
formula.” In envisioning future decreases in the cost of service, the majority 
are not only indulging in wholly unwarranted speculation but are engaged in 
wishful thinking of the highest order. All of the experience we have acquired 
in the past several years points unmistakably to the fact that we may expect 
increases in the cost of service, not decreases. This is attested to by the fact 
that for several years we have had one round of price increases after another 
filed by pipeline companies. Virtually every major pipeline company in the 
country has one or more rate cases pending with us. As of March 31, 1959, 
we had pending 72 rate increases involving annual increases of $277,026,600. 
Even should there be a halt in the present trends of increasing prices and 
wages, it is difficult for me to envisage a decrease in the price of producing gas. 
Gas is no longer found in substantial quantities at shallow depths in this 
country. Instead, producers are drilling deeper and deeper in their search 
for gas, and their costs mount in geometrical proportion as the depth of the 
well increases. Thus, even should wage and machinery costs remain constant, 
we may expect an increase in the cost of producing gas. This has been the 
situation for the past several years and is beginning to pose serious problems 
for the Commission. Pipelines which we have certificated in the past under 
the Atlantic Seaboard rate allocation formula are finding that their increased 
costs of gas are such that they must allocate more and more of their 
costs to demand and less to commodity. We have in the past and will in some 
of the pending rate cases find it necessary to permit some deviation from the 
Atlantic Seaboard formula. This results not from our desire to put an added 
burden on the domestic user for the benefit of the industrial user, but because 
unless we do so competitive fuel prices will cause a complete loss of the indus- 
trial market for gas, and it is better that the industrial market bear a lesser 
share of the fixed costs of the pipeline than that they all be borne by the 
domestic user. Under such circumstances, it seems to me to be folly of the 
highest order to permit this pipeline to be certificated under a rate allocation 
formula which calls for the firm customer to pay part of the costs of the inter- 
ruptible customer. How much wiser it would be to follow the advice of Com- 
missioner Smith, quoted above, in the Hl Paso case! Commissioner Connole, 
in his concurring opinion in the Northern Natural Gas Co. case, 15 FPC 673, 
685, said: 


As a general proposition, in fuel-competitive areas where the cost of equiva- 
lent energy from sources alternative to natural gas is near to equilibrium 
or closely approaching equilibrium, it is false economy and wasteful invest- 
ment to construct facilities and to cut prices in order to maintain boiler 
fuel sales of natural gas. Better not to have developed the spaceheating 
load at all than to do so in the face of approaching equilibrium of gas and 
other fuel costs. For, when the price advantage of natural gas disappears, 
so will its usefulness as a means of filling off-peak voids. In areas of close 
fuel competition, load factor built on relative expensiveness of coal and fuel 
oil may be a worse than doubtful economy. 


The reasoning of that opinion is even more applicable to the facts of the present 
case where coal and oil are already cheaper than unsubsidized gas, and where 
it is openly admitted in the record that the trend of coal costs is downward 
and that of gas costs upward! If this trend should continue, a proper rate 
allocation cannot be made at some future date. All we can do will be to allo- 
cate more to the demand component of the rate. We should insist on a proper 
rate allocation now and not put it off for a year, when according to all avail- 
able evidence a proper allocation will be impossible to make. 
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In my opinion, the applicants have failed to sustain their burden of proof 
that this project is required by the public convenience and necessity when 
they insist that it can only be certificated under a demand-commodity rate with 
a commodity component of 22¢. A consideration of all of the various factors 
affecting the public interest, including the wasteful use of natural gas for boiler 
fuel, the increased upward pressure which such sales have on the price of gas, 
and the subsidization of the sales to the steel companies and electric utilities 
in the Chicago area, both by the Chicago domestic consumers and the other users 
on the Tennessee system lead me inevitably to this conclusion. I am not un- 
mindful of the need in the Chicago area for additional supplies of gas for domestic 
consumption, but I feel that the public interest requires that the need be met by 
a project with a properly designed rate structure, by the development of storage, 
or by some other means. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


EL PASO ELECTRIC COMPANY, DOCKET NO. E-6869 


ORDER AUTHORIZING ISSUANCE OF COMMON STOCK, PREFERRED STOCK 
AND FIRST MORTGAGE BONDS 


(Issued May 12, 1959) 


El Paso Electric Company (Applicant), incorporated under the laws of the 
State of Texas and qualified to do business as a foreign corporation in the State 
of New Mexico, with its principal place of business in El Paso, Texas, filed an 
application on March 18, 1959, as amended March 23, April 20, and May 11, 1959, 
for authorization, pursuant to Section 204 of the Federal Power Act, to (1) 
issue 76,494 shares of Common Stock, par value $5.00 per share, and (2) issue 
and sell through competitive bidding 20,000 shares of Preferred Stock, without 
par value, and $3,500,000, principal amount of First Mortgage Bonds. Applicant 
requests exemption of the proposed issuance and sale of 76,494 shares of Common 
Stock from the Commission’s competitive bidding requirements pursuant to 
Section 34.2(k) (2) (ii) of the Commission’s Regulations under the Federal 
Power Act on the ground that compliance with the aforementioned competitive 
bidding requirements would not be necessary to enable the Commission to deter- 
mine whether any fees or other remuneration to be paid directly or indirectly 
in connection with such issuance, or whether any term of such issuance or sale, 
will be inconsistent with the public interest. 

The proposed shares of Common Stock will be offered pursuant to preemptive 
rights to the Applicant’s Common Stockholders of record at the close of business 
on May 11, 1959, at a price of $28.00 per share, on the basis of one share for 
each 25 shares held. Rights to subscribe will be evidenced by transferable sub- 
scription warrants carrying an oversubscription privilege subject to allotment. 

Applicant proposes to enter into an agreement with Stone & Webster Securities 
Corporation (Stone & Webster), New York 4, New York, as dealer manager to 
disseminate information and to stimulate interest in the exercise of the sub- 
scription warrants. Under the dealer manager agreement, Stone & Webster is 
authorized to purchase warrants, to exercise rights and to sell stock acquired 
or expected to be acquired through the exercise of rights. During the sub- 
scription period Stone & Webster may stabilize the price of the Common Stock 
through the purchase of warrants, and during and after such period may sell 
any stock acquired through the exercise of rights. However, it shall not be 
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entitled to exercise the privilege to oversubscribe for shares of stock. Stone & 
Webster, in performing these services, may act in conjunction with certain other 
securities dealers which it may select. 

Under the dealer manager agreement, Applicant proposes to pay Stone & 
Webster for its services a fee of $9,945, plus a sum equal to six cents per share 
for each of the 76,494 shares subscribed for pursuant to the exercise of warrants. 
In addition, Applicant will reimburse Stone & Webster for its reasonable out-of- 
pocket expenses estimated to be $7,500, and for all concessions (maximum of 85 
cents per share) allowed to selected security dealers for shares of the proposed 
issuance purchased by them under the dealer manager agreement. 

Applicant proposes to issue the First Mortgage Bonds pursuant to the pro- 
visions of its Indenture of Mortgage, dated October 1, 1946, to State Street Trust. 
Company (now Second Bank-State Street Trust Company) of Boston, Massa 
chusetts, Trustee, as supplemented, and as to be further supplemented by a 
proposed Sixth Supplemental Indenture to be dated May 1, 1959. 

Applicant proposes on or about May 13, 1959, to invite sealed bids for the pur- 
chase of both of the proposed issuances, Preferred Stock and Bonds, by news- 
paper publication and through distribution of a single form of bid, together with 
a single statement of terms and conditions relating thereto, and separate forms of 
purchase agreements. 

All bids, whether from a single bidder or group of bidders, must be on the form 
of bid furnished by Applicant, and must be for the purchase of all the Preferred 
Stock only, all the Bonds only, or all the Preferred Stock and all the Bonds. 
Each Preferred Stock bid must specify, among other things, (1) the dividend rate 
to be borne by the proposed Preferred Stock expressed as a multiple of four 
cents; (2) the price exclusive of accrued dividends to be paid Applicant for the 
proposed Preferred Stock, which price shall be not less than $100.00 per share 
and not more than $102.75 per share; and (3) that Applicant shall be paid the 
amount of any accrued dividends on the Preferred Stock to the date of payment 
therefor and delivery thereof. 

Each Bond bid must specify, among other things, (1) the interest rate to be 
borne by the Bonds, which rate shall be a multiple of %th of 1 per cent; (2) 
the price exclusive of accrued interest to be paid to Applicant for the Bonds, 
which price shall be not less than 100 per cent or more than 102% per cent of 
the principal amount thereof; and (3) that Applicant shall be paid the amount 
of the accrued interest on the Bonds from the first day of the month in which 
the Bonds are issued to the date of payment therefor, and delivery thereof. 

All bids for the proposed issuances, Preferred Stock and Bonds, must be pre- 
sented to Applicant at 90 Broad Street, 19th floor, New York, New York, before 
11 a.m., New York Time, on May 19, 1959 (unless postponed). Unless Applicant 
shall reject all bids with respect to the proposed issuance, Preferred Stock or 
Bonds, as the case may be (which it reserves the privilege to do), or excludes a 
bid for either issuance for reasons set forth in the statement of terms and con- 
ditions, it will accept the bid for the Preferred Stock and the bid for the Bonds 
which will result in the lowest annual cost of money to it. 

Each bid for the purchase of the Preferred Stock must be accompanied by a 
certified or official bank check or checks in the aggregate amount of $100,000; and 
each Bond bid must be accompanied by such check or checks in the aggregate 
amount of $175,000. 

Applicant proposes to utilize the net proceeds to be obtained from the proposed 
issuances of Common Stock, Preferred Stock, and Bonds, estimated to aggregate 
about $7,600,000, to repay approximately $2,000,000, principal amount of Promis- 
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sory Notes, expected to be outstanding prior to the date of sale of the contem- 
plated securities,’ to reimburse its treasury for construction expenditures here- 
tofore made, and to finance additional construction. Applicant’s construction 
program for 1959 is estimated to cost approximately $11,180,000. Principal items 
of expenditure included in that amount will be $8,007,800 for the first unit at 
Applicant’s Newman steam-electric generating station near El Paso, Texas, 
which is scheduled for service in March, 1960, and $1,300,000 for extensions and 
improvements to Applicant’s transmission and distribution system. 

Written notice of the application has been given to the Railroad Commission of 
Texas and the New Mexico Public Service Commission and to the Governor of 
each of those States. Notice of the application also was published in the Federal 
Register on April 2, 1959 (24 F.R. 2572), stating that any person desiring to be 
heard or to make any protests with reference to the application should file a 
petition or protest on or before April 15, 1959, with the Federal Power Commis- 
sion, Washington 25, D.C. No protest, petition or request to be heard in op- 
position to the granting of the application has been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 201 of the Federal Power Act, subject to the jurisdiction of the Commis- 
sion, as heretofore described and set forth in the Commission’s order issued 
July 14, 1958, Hl Paso Electric Company, Docket No. E-6828 (20 FPC 30). 

(2) The proposed issuance and sale of Common Stock and the proposed 
issuances and sales of Preferred Stock and Bonds, all as described above, will 
constitute issuances of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issues here involved are regulated by a State commission 
within the meaning of Section 204(f) of the Act; and the proposed issuances of 
Common Stock, Preferred Stock and Bonds are, therefore, not exempt by virtue 
of that Section from the requirements of Section 204 of the Act. 

(4) Under the circumstances of this case, sufficient cause has been shown 
for exempting the proposed issuance of Common Stock from the competitive 
bidding requirements of Section 34.la (b) and (c) of the Commission’s Regu- 
lations under the Federal Power Act. 

(5) There is no affiliation, direct or indirect, through directors, officers or 
stockholders, or the ownership of securities, or otherwise, between Applicant 
and Stone & Webster. 

(6) The fees proposed to be paid to Stone & Webster in connection with the 
proposed issuance of Common Stock by Applicant do not appear to be 
unreasonable. 

(7) The proposed issuance and sale of Common Stock, and the proposed issu- 
ances and sales of Preferred Stock and Bonds, all as hereinafter authorized, 
will be for a lawful object, within the corporate purposes of Applicant and 
compatible with the public interest, which is appropriate for and consistent 
with the proper performance by Applicant of service as a public utility and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 

(8) The period of public notice given in this matter is reasonable. 


1By order issued July 14, 1958, Bl Paso Electric Company, Docket No. E—6828 (20 
FPC 30), the Commission authorized Applicant, among other things, to issue a maximum 
of $4,000,000, principal amount of Promissory Notes, outstanding at any one time, con- 


ditioned upon the final maturity date of all such Notes being not later than December 31, 
1959. 
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The Commission orders: 


(A) The proposed issuance and sale of Common Stock, and the proposed 
issuances and sales of Preferred Stock and Bonds, all as described above, upon 
the terms and conditions, and for the purposes specified in the application, are 
hereby authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale of Common Stock are hereby exempted 
from the competitive bidding requirements of Section 34.la (b) and (c) of 
the Commission’s Regulations under the Federal Power Act. 

(C) The proposed issuance and sale of Preferred Stock and the proposed 
issuance and sale of Bonds at competitive bidding shall not be consummated 
until : 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2(k) (3) of the Commission’s Regulations under the Fed- 
eral Power Act relating to compliance with competitive bidding requirements, 
and Section 34.2(k) (4) of those Regulations relating to affiliation, and shall 
have either filed such amendments or shall have mailed them and advised the 
Commission by telephone and telegraph, as contemplated in Section 34.9 of 
the Regulations. 

(ii) The Commission, by further order, shall have approved (1) the price 
to be received by Applicant for the proposed issuance of Preferred Stock and 
the dividend rate thereon; and (2) the price to be received by Applicant for 
the proposed issuance of Bonds and the interest rate thereof. 

(D) These authorizations shall expire unless the transactions hereby author- 
ized are consummated within 90 days from the date of issuance of this order. 

(E) The foregoing authorizations are without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any other matter 
whatsoever now pending or which may come before this Commission. 

(F) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


HOLYOKE WATER POWER COMPANY, DOCKET NO. E-6875 


ORDER AUTHORIZING THE ISSUANCE OF PROMISSORY NOTES 
(Issued May 12, 1959) 


Holyoke Water Power Company, a corporation organized under the laws of 
the State of Massachusetts and doing business in that State, with its principal 
place of business at Holyoke, Massachusetts, filed an application on April 3, 
1959, as amended April 9, 1959, for authority, pursuant to Section 204 of the Fed- 
eral Power Act, to issue not to exceed $8,000,000, principal amount of short-term 
Promissory Notes, outstanding at any one time. 

The proposed Notes will be issued to the First National Bank of Boston, will 
bear interest at the prime rate in effect from time to time in Boston, Massachu- 
setts, and will mature not later than June 30, 1960. The application states that 
none of the Notes proposed to be issued will be resold to the general public, and 
that no finder’s fee or other negotiation fee, commission, or remuneration will 
be paid in connection therewith to any third person. 
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The proposed Notes will serve as interim financing for the costs of construction 
upon Applicant’s Mt. Tom Power Plant between takedowns of the $37,400,000, 
principal amount of First Mortgage Bonds, 5% Series due 1990, authorized by the 
Commission in its orders issued December 27, 1957, and February 20, 1958, Hol- 
yoke Water Power Company, Docket No, E-6744 (18 FPC 821 and 19 FPC 260).' 
The Commission authorized the issuance and sale of the Bonds to fifteen financial 


institutions in four closings or periods.* Applicant anticipates that it may bor- 
row up to $8,000,000, the amount of the second takedown on the Bonds, between 
January 1, 1959, and June 30, 1959, and that such will be repaid from the pro- 


ceeds of the second takedown of Bonds. Applicant will follow the same proce- 
dure between the second and third takedowns and between the third and fourth 
takedowns. 

Written notice of the application has been given to the Massachusetts De- 
partment of Public Utilities and to the Governor of that State. Notice has also 
been given by publication in the Federal Register on April 16, 1959 (24 F.R. 2919), 
stating that any person desiring to be heard or to make any protest with reference 
to the application should file a petition or protest on or before April 30, 1959, with 
the Federal Power Commission, Washington 25, D.C. No protest, petition or re- 
quest to be heard in opposition to the granting of the application has been re- 
ceived. 

The Commission finds : 


(1) Applicant is a corporation organized and existing under and by virtue of 
the laws of the State of Massachusetts. Applicant owns and operates facilities 
for the transmission and sale at wholesale of electric energy which is transmitted 
between the States of Massachusetts and Connecticut, and consumed at points 
outside the State in which is is generated, all of which facilities are in addition 
to, and do not include, facilities used for the generation of electric energy, facili- 
ties used in local distribution, or only for the transmission of electric energy in 
intrastate commerce, or facilities for the transmission of electric energy consumed 
wholly by the transmitter. Applicant is, therefore, a public utility within the 
meaning of that term as used in Section 201 of the Act. 

(2) The proposed issuance of Promissory Notes, all as described aboye, will 
constitute an issuance of securities within the purview of Section 204 of the Act. 

(3) The proposed issuance of Promissory Notes, all as described above, will 
be in excess of 5% of the par value of other securities of Applicant, and, 
therefore, will not be exempt by virtue of Section 204(e) of the Act from the 
requirements of Section 204(a) of the Act. 

(4) Applicant is not organized and operating in a State, under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204(f) of the Act; and the proposed issuance of Promis- 
sory Notes, described above, is; therefore, not exempt by virtue of that Section 
from the requirements of Section 204 of the Act. 

(5) The proposed issuance of Promissory Notes, described above, will be 
exempt from the competitive bidding requirements of Section 34.la of the 


1Those orders more particularly describe the Mt. Tom Power Plant and Applicant’s 
agreements with other electric utilities for the sale of that facility’s output. 

2The four closings or periods (takedowns), together with the amount of Bonds to be 
sold during each period, are as follows: the first period from July 1, 1958, through De- 
cember 31, 1958—$10,400,000 ; the second period from January 1, 1959, through June 30, 
1959—$8,000,000; the third period from July 1, 1959, through December 31, 1959— 
$8,000,000; and the fourth period from January 1, 1960, through June 30, 1960— 
$11,000,000 (maximum). During the initial period Applicant issued $10,400,000, principal 
amount of Bonds, which are presently outstanding. 
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Commission’s Regulations under the Federal Power Act by reason of Section 
34.1a (a) (2) of those Regulations. 

(6) The proposed issuance of Promissory Notes, as hereinafter authorized, 
will be for a lawful object, within the corporate purposes of Applicant and com- 
patible with the public interest, which is appropriate for and consistent with the 
proper performance by Applicant of service as a public utility and which will not 
impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 

(7) With respect to the proposed issuance of Promissory Notes, Applicant is 
not subject to any requirement of the Public Utility Holding Company Act of 
1935 or a rule, regulation or order thereunder which would exempt it from the 
requirements of Section 204 of the Federal Power Act by reason of Section 318 
thereof. 

(8) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance of Promissory Notes in the aggregate principal 
amount of not to exceed $8,000,000 oustanding at any one time, upon the terms 
and conditions and for the purposes set forth in the application, as amended, 
all as described above, are authorized, subject to the provisions of this order. 

(B) This authorization is expressly conditioned upon the final maturity of 
all Promissory Notes to be issued pursuant thereto being not later than June 30, 
1960. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost or any other matter whatsoever 
now pending or which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which this 
order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


INTERSTATE POWER COMPANY, DOCKET NO. E-6877 


ORDER AUTHORIZING ISSUANCE OF FIRST MORTGAGE BONDS 
(Issued May 12, 1959) 


Interstate Power Company (Applicant), incorporated under the laws of the 
State of Delaware and qualified to do business as a foreign corporation in the 
States of Illinois, lowa, Minnesota, and South Dakota, with its principal place of 
business at Dubuque, Iowa, filed an application on April 7, 1959, as amended and 
supplemented on May 5, 1959, for an order, pursuant to Section 204 of the Fed- 
eral Power Act, authorizing the issuance of $6,000,000 principal amount of First 
Mortgage Bonds, Series due 1989, to be sold at competitive bidding. In addition, 
by that application, Applicant seeks separate authorization by subsequent Com- 
mission order, also pursuant to Section 204 of the Act, to issue 80,000 shares of 
Preferred Stock, par value $50 per share. 

Applicant proposes to issue the Bonds under its Indenture, dated as of January 
1, 1948, to The Chase National Bank of the City of New York and Carl E. Buck- 
ley, as Trustees (The Chase Manhattan Bank and Arthur F. Henning, Successor 
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Trustees), as heretofore supplemented and as to be further supplemented by a 
proposed Seventh Supplemental Indenture to be dated as of May 1, 1959. 

On or about May 13, 1959, Applicant proposes to invite sealed written bids for 
the purchase of the Bonds by newspaper publication and by distribution of a 
form of bid and a form of bond purchase agreement, together with a statement 
of terms and conditions relating to bids. All bids, whether from a single bidder 
or a group of bidders, must be on the form of bid furnished by Applicant and 
must be for the purchase of all the Bonds. Each bid must specify, among other 
things, (1) the interest rate, which shall be a multiple of %th of 1%, to be 
borne by the Bonds; and (2) the price (exclusive of accrued interest) to be paid 
to Applicant for the Bonds, which price shall be not less than 99% of the princi- 
pal amount of the Bonds and not more than 102%,% of such principal amount. 
Each bid shall also provide that accrued interest on the Bonds from May 1, 
1959, to the date of payment therefor and delivery thereof will be paid to 
Applicant. 

Unless postponed, each bid for the purchase of the Bonds, whether from a 
single bidder or a group of bidders, must be delivered to Applicant at the office 
of The Chase Manhattan Bank, Room 238, 43 Exchange Place, New York 15, 
New York, at or before 11 a.m., New York Time, on May 20, 1959. Unless Ap- 
plicant shall reject all bids, which it reserves the right to do, or shall reject the 
bid of any bidder or group of bidders for reasons set forth in the statement of 
terms and conditions relating to bids, Applicant will accept the bid which pro- 
vides the lowest annual cost of money for the Bonds to Applicant. 

Each bid must be accompanied by a certified or official bank check, or checks, 
for 5% of the principal amount of the Bonds, namely $300,000, payable in New 
York Clearing House funds to the order of Applicant. 

Applicant will apply the proceeds to be obtained from the proposed issuance of 
Bonds and the aforementioned proposed issuance of 80,000 shares of Preferred 
Stock to retire bank loans, including those extended as hereinafter set forth, and 
to finance, in part, Applicant’s construction program for the remainder of 1959. 
The proposed issuances are expected to produce total proceeds of approximately 
$10,000,000. 

The bank loans which Applicant proposes to retire are evidenced by its unse- 
cured Promissory Notes heretofore authorized by Commission order issued May 
1, 1958 (19 FPC 592). That order authorized the issuance of Promissory Notes 
by Applicant in an aggregate principal amount of not to exceed $6,000,000 at any 
one time outstanding for construction program purposes and the authorization 
was conditioned upon the final maturity of all Notes to be issued pursuant 
thereto being not later than May 31, 1959. The application indicates that 
$4,000,000 principal amount of these Notes are outstanding at the present time. 
By notice signed by the Secretary of the Commission on April 13, 1959, In the 
Matter of Interstate Power Company, Docket No. E-6812, the final maturity of 
certain of such Notes now outstanding in the aggregate principal amount of 
$3,100,000 was extended to August 31, 1959. 

Applicant’s construction program for 1959 is estimated to require $10,287,000. 
Major items of that program include completion of a 40,000 kw steam-electric 
generating unit at Applicant’s Dubuque, Iowa, station; construction of a trans- 
mission line from Dubuque to Elkader, both in Iowa; and commencement of 
construction of a transmission line between Galena, Illinois, and Clinton, Iowa. 

Written notice of the application has been given to the Illinois Commerce 
Commission, the Iowa State Commerce Commission, the Railroad and Warehouse 
Commission of Minnesota, and the Public Utilities Commission of South Dakota, 
and to the Governor of each of those States. Notice of the application has also 
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been given by publication in the Federal Register on April 17, 1959 (24 F.R. 
2968), stating that any person desiring to be heard or to make any protest with 
reference to the application should on or before May 1, 1959, file with the Federal 
Power Commission, Washington 25, D.C., petitions or protests. No petition 
or protest or request to be heard in opposition to the granting of the application 
has been received. 


The Commission finds: 





(1) Applicant, a corporation, owns and operates facilities for the transmis- 
sion and sale at wholesale of electric energy which is generated in the State of 
Minnesota and is consumed in the States of Iowa and South Dakota and of 
electric energy which is generated in the State of Iowa and is consumed in the 
States of Illinois, Minnesota, and Wisconsin, all of which facilities are in addi- 
tion to and do not include facilities used for the generation of electric energy 
or facilities used in local distribution or only for the transmission of electric 
energy in intrastate commerce, or facilities for the transmission of electric 
energy consumed wholly by the transmitter, and Applicant is, therefore, a public 
utility within the meaning of that term as used in Section 204 of the Federal 
Power Act. 

(2) The proposed issuance of Bonds, as described above, will constitute an 
issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission 
within the meaning of Section 204(f) of the Act, and the proposed issuance 
of Bonds, therefore, is not exempt by virtue of that Section from the require- 
ments of Section 204 of the Act. 

(4) The proposed issuance of Bonds, as hereinafter authorized, will be for 
a lawful object, within the corporate purposes of the Applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance by the Applicant of service as a public utility and which will not 
impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 

(5) The: period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance of Bonds, upon the terms and conditions and for 
the purposes specified in the application, as described above, is hereby authorized, 
subject to the provisions of this order. 

(B) The proposed issuance and sale of Bonds at competitive bidding shall 
not be consummated until : 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2(k) (3) of the Commission’s Regulations under the Federal 
Power Act relating to compliance with competitive bidding requirements, and 
Section 34.2(k) (4) of those Regulations relating to affiliation, and shall have 
either filed such amendments or shall have mailed them and advised the Com- 
mission by telephone and telegram as contemplated by Section 34.9 of those 
Regulations. 

(ii) The Commission shall have approved the price to be received by Applicant 
for the Bonds and the interest rate thereof by a further order. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 90 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of costs, or any other matter whatsoever 
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which is now pending or which may come before this Commission or any other 
regulatory body. 
(E) Nothing in this order shall be construed to imply any guarantee or obli- 


gation on the part of the United States in respect of any securities to which 
this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


IDAHO POWER COMPANY, DOCKET NO. E-6871 
SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS 
(Issued May 13, 1959) 


By order issued April 29, 1959, in the above-entitled matter, the Commission 
authorized Idaho Power Company (Applicant), among other things, to issue 
and sell at competitive bidding $15,000,000, principal amount of First Mortgage 
Bonds, Series due 1989," subject, among others, to the provisions as set forth in 
Paragraph (B) of that order as follows: 

(B) The proposed issuance and sale of Bonds at competitive bidding shall 
not be consummated until : 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2(k)(3) of the Commission’s Regulations under the 
Federal Power Act relating to compliance with competitive bidding re- 
quirements, and Section 34.2(k) (4) of those Regulations relating to affilia- 
tion, and shall have either filed such amendments or shall have mailed them 
and advised the Commission by telephone and telegraph as contemplated in 
Section 34.9 of the Regulations. 

(ii) The Commission shall have approved the interest rate thereof and 
the price to be received by Applicant for such Bonds, by a further order. 

Applicant, on May 13, 1959, filed an amendment, pursuant to the requirements 
of the aforementioned Commission order, setting forth, among other things, that 
it proposes to accept, as providing the lowest annual cost of money to it, the joint 
bid of Blyth & Co., Inc., Lazard Freres & Co., and The First Boston Corporation 
to purchase the proposed issuance of $15,000,000 principal amount of Bonds, for 
the price of 99 7799% of principal amount, with an interest rate of 5% per 
annum. 


The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements of Paragraph 
(B) of the Commission's order issued April 29, 1959. in the above-entitled matter ; 
and under the bid it proposes to accept for the Bonds, the price to be received 
by Applicant therefor and the interest rate thereof are reasonable. 

(2) The proposed issuance and sale of Bonds, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of Applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance of service by Applicant as a public utility and which will not impair 
its ability to perform that service, and is reasonably appropriate for such 
purposes. 


1That order also authorized Applicant to issue and sell up to 150,000 shares of Common 
Stock, par value $10 per share, to be exempt from the Commission’s competitive bidding 
requirements. By supplemental order issued May 5, 1959, the Commission approved the 
price to be received by Applicant for that issuance of Common Stock. 
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The Commission orders: 


(A) The price to be received by Applicant for the proposed Bonds and the 
interest rate thereof under the bid referred to above are approved as reasonable. 

(B) The proposed issuance and sale of Bonds referred to above, upon the 
terms and conditions, and for the purposes specified in the application, as sup- 
plemented by the amendment referred to above, are authorized, subject only 
to the provisions of Paragraph (A), insofar as they relate to the issuance and 
sale of Bonds, and of Paragraphs (D), (E), and (F) of the Commission’s order 
issued April 29, 1959, in the above docket. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
William R. Connole and Arthur Kline. 


DUKE POWER COMPANY, DOCKET NO. E-6872 
ORDER AUTHORIZING ISSUANCE OF COMMON STOCK 
(Issued May 14, 1959) 


Duke Power Company (Applicant), incorporated under the laws of the State 
of New Jersey and qualified to do business as a foreign corporation in the States 
of North Carolina and South Carolina, with its principal place of business at 
Charlotte, North Carolina, filed an application on March 27, 1959, as amended 
on April 23, 1959, for an order, pursuant to Section 204 of the Federal Power 
Act, authorizing the issuance of a maximum of 150,000 additional shares of 
Common Stock, without par value. Applicant requests that the proposed issu- 
ance be exempted from the Commission’s competitive bidding requirements. 

The additional Common Stock, which Applicant proposes to issue, will be sold 
by Applicant directly to a Trustee pursuant to the provisions of a Stock Purchase- 
Savings Program for Employees of Applicant and of its wholly-owned subsidiary, 
Mill-Power Supply Company. To this end Applicant has entered into a Trust 
Agreement, dated March 16, 1959, with Wachovia Bank & Trust Company, Char- 
lotte, North Carolina, as Trustee. Under the Program, which is scheduled to 
begin on July 1, 1959, the regular employees of the Applicant (or its aforenamed 
subsidiary) can elect to have not more than approximately 3% of their regular 
earnings deducted by the Applicant periodically and paid over to the Trustee. 
The Applicant will contribute 3314% of the amount which is deducted from the 
employee’s earnings and that contribution will also be paid over to the Trustee. 
The employees who participate in the Program may choose between investing 
their own savings in United States Government securities or in Applicant’s Com- 
mon Stock. As sufficient funds are available, the Trustee will purchase Common 
Stock directly from Applicant at the average daily closing market price on the 
American Stock Exchange (or the New York Stock Exchange if the Common 
Stock should then be listed on that Exchange) during the calendar month preced- 
ing the date of purchase or the Trustee will purchase United States Government 
securities from the Treasury Department. The Applicant’s contribution will be 
invested by the Trustee in Applicant’s Common Stock. 

Prior to June 30 in each calendar year, an employee participating in the Pro- 
gram may elect to have his savings (and the Applicant’s contribution propor- 
tionate to his savings) placed in either a Savings Fund Plan or a Retirement 
Thrift Plan. Under the Savings Fund Plan, the employee will receive all securi- 
ties and cash to his credit at the end of the five years after his savings and the 
Applieant’s contribution are placed in the Plan. Under the Retirement Thrift 
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Plan, the employee will receive all securities and cash to his credit upon his re- 
tirement or upon termination of his employment if his savings have been held 
under the Plan for at least five years. An employee may withdraw his savings 
prior to maturity of either Plan, but he cannot withdraw the Applicant’s contri- 
bution until maturity of the Plan. 

Applicant estimates that if all its employees participate to the fullest extent 
permissible under the Program and elect to invest their savings in Applicant’s 
Common Stock, then based upon the present aproximate annual payroll of Appli- 
cant and the approximate market value of its Common Stock as of the date of 
filing of the application, approximately 25,000 shares of Common Stock will be 
purchased by the Trustee from Applicant each year for an aggregate annual 
consideration of $1,200,000. Under this estimate, the proposed 150,000 additional 
shares will be issued over a period of six years. 

The application states that no underwriting fees or commissions will be paid 
in connection with the proposed issuance and sale of common stock. 

Applicant’s By-Laws have been amended to provide that its stockholders shall 
have no pre-emptive rights to purchase new Capital Stock issued pursuant to the 
Program so long as no more than 500,000 shares are issued for such purpose. 

As indicated above, the application contains a request for an exemption from 
the competitive bidding requirements of Section 34.1 (b) and (c) of the Commis- 
sion’s Regulations under the Federal Power Act with respect to the proposed 
issuance and sale of Common Stock. Applicant states that if the proposed 
securities are not issued pursuant to the Program they will be subject to the 
pre-emptive rights of Applicant’s stockholders and therefore exempt from such 
requirements under Section 34.1a(a) (1) of those Regulations. Applicant repre- 
sents that it has not engaged in any negotiation for the sale or underwriting of 
the proposed Common Stock and engages not to do so prior to Commission action 
on the request for exemption. 

The application recites that the net proceeds received by Applicant from the 
proposed issuance and sale of Common Stock will be used for the general cor- 
porate purposes of Applicant and will provide Applicant with new permanent 
capital for such purposes. 

Applicant represents that the proposed issuance and sale of Common Stock 
pursuant to the Program will facilitate the accumulation of savings by Appli- 
cant’s employees and will provide them with an opportunity to acquire a stock 
interest in the Applicant. 

Written notice of the application has been given to the North Carolina Utilities 
Commission and to The Public Service Commission of South Carolina and to 
the Governor of each of those States. Notice of the application was also pub- 
lished in the Federal Register on April 4, 1959 (24 F.R. 2633), stating that any 
person desiring to be heard or to make any protest with reference to the ap- 
plication should on or before April 20, 1959, file with the Federal Power Com- 
mission, Washington 25, D.C., petitions or protests. No petition or protest or 
request to be heard in opposition to the granting of the application has been 
received. 

The North Carolina Utilities Commission, by order issued April 20, 1959, and 
The Public Service Commission of South Carolina by order dated April 8, 1959, 
authorized Applicant to issue and sell 150,000 additional shares of Common 
Stock in the manner and for the purposes indicated in the recital above. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act subject to the jurisdiction of the Commission as 
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heretofore described and set forth in the Commission’s order issued December 
29, 1955, In the Matter of Duke Power Company, Docket No. E-6652. 

(2) The proposed issuance of Common Stock, as described above, will consti- 
tute an issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204(f) of the Act; and the proposed issuance of Common 
Stock, as described above, is, therefore, not exempt by virtue of that Section from 
the requirements of Section 204 of the Act. 

(4) Under the circumstances set forth above, sufficient cause has been shown 
for exempting the proposed issuance and sale of Common Stock from the 
competitive bidding requirements of Section 34.la (b) and (c) of the Commis- 
sion’s Regulations under the Federal Power Act. 

(5) The proposed issuance of Common Stock, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of the Applicant and com- 
patible with the public interest, which is appropriate for and consistent with the 
proper performance by the Applicant of service as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 




































The Commission orders: 


(A) The proposed issuance and sale of Common Stock, upon the terms and 
conditions and for the purposes specified in the application, as described above, 
are hereby authorized subject to the provisions of this order. 

(B) The proposed issuance and sale of Common Stock are hereby exempted 
from the competitive bidding requirements of Section 34.la (b) and (c) of the 
Commission’s Regulations under the Federal Power Act. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuations, estimates or determinations of costs, or any other matter 
whatsoever which is now pending or which hereafter may come before this 
Commission or any other regulatory body. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 









SIERRA PACIFIC POWER COMPANY, DOCKET NO. E-6873 


ORDER AUTHORIZING ISSUANCE OF PROMISSORY NOTES 
(Issued May 14, 1959) 


Sierra Pacific Power Company (Applicant), a corporation organized under the 
laws of the State of Maine and qualified to do business as a foreign corporation 
in the States of Nevada and California, having its principal place of business in 
Reno, Nevada, filed an application on April 1, 1959, as amended April 27, 1959, 
for authority, pursuant to Section 204 of the Federal Power Act, to issue unse- 
cured, short-term Promissory Notes in a principal amount of not to exceed 
$3,500,000 outstanding at any one time. 

The proposed Notes, payable to such bank or banks from which Applicant 
may borrow funds, will be issued for periods not exceeding twelve months and 
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the date of original issue or renewal thereof, and will have maturity dates not 
later than December 31, 1960. Said Notes will bear interest at a rate per annum 
not in excess of 4th of 1% over the prime rate in effect in New York City at the 
time of the borrowing or the renewal of any of the proposed Notes. The appli- 
cation indicates that none of the Notes proposed to be issued will be resold to the 
general public, and that no finder’s fee or other negotiation fee, commission, or 
remuneration will be paid in connection therewith to any third person. 

Applicant expects to borrow $3,500,000 during the remainder of 1959 and 1960, 
of which $900,000 has been borrowed pursuant to the exemption provided in 
Section 204(e) of the Federal Power Act prior to the filing of this application. 
Applicant’s request to issue said Notes in the maximum principal amount of 
$3,500,000 will include any Notes issued in renewals of presently outstanding 
notes issued under Section 204(e). 

The proceeds from the Notes will be used to reimburse Applicant for con- 
struction expenditures heretofore made and, together with other cash from oper- 
ations, to carry out the construction program in progress and contemplated in 
1959. Appilicant’s construction program for 1959 will require approximately 
$3,975,200, which has been allocated as follows: electric department, $2,772,700; 
water department, $817,600; and gas department, $384,900. The principal item 
of expenditure included within the $2,772,700 allocated for Applicant’s electric 
department is $1,341,500 for extensions, meters, services and transformers needed 
to serve new customers. 

Written notice of the application has been given to the Public Service Com- 
mission of Nevada and the Public Utilities Commission of California, and to the 
Governor of each of those States. Notice has also been given by publication in 
the Federal Register on April 11, 1959 (24 F.R. 2815), stating that any person 
desiring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before April 24, 1959, with the Federal 
Power Commission, Washington 25, D.C. No protest, petition or request to be 
heard in opposition to the granting of the application has been received. 


The Commission finds: 


(1) Applicant is a corporation organized and existing under and by virtue 
of the laws of the State of Maine. Applicant owns and operates facilities, among 
others, for the transmission and sale at wholesale for resale of electric energy 
which is transmitted from California to Nevada, and consumed at points outside 
the State in which it is generated, all of which facilities are in addition to, and 
do not include, facilities used for the generation of electric energy, facilities used 
in local distribution, or only for the transmission of electric energy in intrastate 
commerce, or facilities for the transmission of electric energy consumed wholly 
by the transmitter. Applicant is, therefore, a public utility within the meaning 
of that term as used in Section 201 of the Federal Power Act. 

(2) The proposed issuance of Promissory Notes in the aggregate principal 
amount of $3,500,000, all as described above, will constitute an issuance of se- 
curities within the purview of Section 204 of the Act. 

(3) The proposed issuance of Promissory Notes in the aggregate principal 
amount of $3,500,000, all as described above, will be in excess of 5% of the par 
value of the other securities of Applicant, and, therefore, will not be exempt by 
virtue of Section 204(e) from the requirements of Section 204(a) of the Act. 

(4) Applicant is not organized and operating in a State, under the laws of 
which the security issue here involved is regulated by a State Commission within 
the meaning of Section 204(f) of the Act, and the proposed issuance is, therefore, 
not exempt by virtue of that Section from the requirements of Section 204 of 
the Act. 
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(5) The proposed issuance of Promissory Notes will be exempt from the com- 
petitive bidding requirements of Section 34.1a of the Commission’s Regulations 
under the Federal Power Act by reason of Paragraph 34.la(a) (2) thereof. 

(6) The proposed issuance of securities, as hereinafter authorized, will be 
for a lawful object, within the corporate purposes of Applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance of service by Applicant as a public utility, and which 
will not impair its ability to perform that service, and is reasonably appro- 
priate for such purposes. 

(7) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance of Promissory Notes in the aggregate principal 
amount of $3,500,000 outstanding at any one time, whether an original issue 
or a renewal Note, upon the terms and conditions and for the purposes set 
forth in the application, all as described above, is hereby authorized, subject 
to the provisions of this order. 

(B) This authorization is expressly conditioned upon the final maturity 
of all Notes to be issued pursuant thereto, being not later than December 
31, 1960. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost or any other matter 
whatsoever now pending or which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


HUNT OIL COMPANY, DOCKET NO. G-17516 


ORDER DENYING MOTION FOR RECONSIDERATION 
(Issued May 18, 1959) 


On April 10, 1959, Hunt Oil Company (Hunt) filed a motion for reconsidera- 
tion* requesting that the Commission set aside and vacate its letter order 
herein dated March 11, 1959, and that the Commission accept Supplement No. 
6 to Hunt’s FPC Gas Rate Schedule No. 34, which was concurrently retendered, 
as an initial rate schedule filing. In the order, the Commission (1) granted 
Hunt temporary authorization in the subject docket to sell jurisdictional gas 
to El Paso Natural Gas Company (El Paso) from certain additional leases 
in the Amacker-Tippett Field, Upton County, Texas, pursuant to the terms of 
two letter agreements dated September 4, 1956, and a casinghead gas contract 
dated September 4, 1956, as amended December 18, 1958, between Hunt and 
El Paso; (2) conditioned the sale designated as said Supplement No. 6, sub- 
ject to Hunt’s rate suspension proceeding regarding said Schedule No. 34 in 


1 Hunt submitted a document entitled “Application for Rehearing and Reconsideration” 
which has been accepted for filing as a motion for reconsideration pursuant to Section 
1.12 of the Commission’s Rules of Practice and Procedure. An “application for rehearing” 


of an interlocutory order such as here involved may not properly be filed. (Section 1.30(e) 
‘of the Rules.) 
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Docket No. G—16422; and (3) returned the duplicate submitted copies of the 
said casinghead gas contract dated September 4, 1956, inasmuch as such con- 
tract is already contained in Hunt’s FPC Gas Rate Schedule No. 34. 

In its motion, Movant stated, in effect, (1) that such contracts, together 
with a sample billing reflecting an initial rate of 10.3072¢ per Mcf plus tax 
reimbursement, and its application for a certificate of public convenience and 
necessity were filed on January 12, 1959; (2) that temporary authorization 
to begin such sale was necessary as the lack of market was causing Hunt to 
flare casinghead gas; (3) that El Paso protested the filing of a 10.3072¢ per 
Mcf rate by letter dated January 16, 1959, stating that El Paso “knows of 
no agreement existing between itself and Hunt which in this instance would 
evidence and support an initial rate of other than $0.08 per Mcf rate, plus tax 
reimbursement * * *”’, and requested the Commission to reject such rate 
without prejudice to retender at 8¢ per Mcf, plus tax reimbursement; (4) 
that by letter dated January 26, 1959, Movant advised the Commission that 
the 10.3072¢ per Mcf rate was in accordance with the provisions of Article 
XII of said contract dated September 4, 1956; (5) that by letter order issued 
February 11, 1959, the Commission rejected Movant’s rate schedule and ad- 
vised Movant that such contract provided for a specific rate of 8¢ per Mcf, 
plus tax reimbursement, and that El Paso’s assent would be necessary for the 
acceptance of a initial rate;* (6) that Movant retendered its rate schedule 
by letter dated February 18, 1959, stated that no further assent of El Paso 
was required and requested that the Commission rescind its action of rejec- 
tion, accept said rate schedule as orginally filed, issue Movant a temporary 
authorization to commence the sale immediately and also issue an order set- 
ting the rate matter for hearing to determine the initial contractual price and 
initial rate; and (7) that the Commission’s aforementioned order dated March 
11, 1959, rejected Movant’s initial rate schedule and accepted the 10.3072¢ per 
Mcf rate subject to the proceeding instituted pursuant to Section 4(e) of the 
Natural Gas Act on October 8, 1958, in Docket No. G-16422. 

In support of its motion, Movant alleged (1) that the supplemental casinghead 
gas contract dated December 18, 1958, prescribes a new sale of gas within the 
purview of the Natural Gas Act; (2) that the order issued March 11, 1959, 
in Docket No. G—17516 is unlawful as the Commission does not have the authority 
to reject Movant's initial rate schedule nor to suspend an initial rate; (3) that 
such order is unlawful for the reason that the Commission suspended a rate 
without complying with the provisions of Section 4 of the Natural Gas Act; and 
(4) that the rejection of Movant's rate schedule is unlawful for the reason that 
the Commission did not accord Movant notice and hearing and the (March 11, 
1959) order is not supported by adequate findings of fact and conclusions of law. 

It should be noted that the Commission by its order dated March 11, 1959, 
did not suspend the initial rate of jurisdictional gas sales in Hunt’s FPC Gas 
Rate Schedule No. 34, contained in the Hunt-El Paso casinghead gas contract of 
September 4, 1956, covering sales in the Amacker-Tippet Field. The order did, 
however, condition the temporary authorization to commence sales from certain 
additional leases in such field, designated as Supplement No. 6 to Hunt’s FPC 
Gas Rate Schedule No. 34, subject to the rate suspension proceeding regarding 
said Schedule No. 34 pending in Docket No. G—16422. 


2This order also stated that consideration was given to Hunt’s “letter of January 26, 
1959, wherein you seek to refute the contentions of El Paso Natural Gas Company” and 
that “Under the circumstances, your January 1, 1959, submittal (tendered for filing on 
January 12, 1959) is incomplete without specific agreement to the proposed rate and 
unacceptable as a rate schedule filing and is hereby rejected pursuant to Section 154.100 
of the Commission’s Regulations.” 
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The Commission finds: 


Hunt’s motion for reconsideration sets forth no new matters or principles of 
law which were either not fully considered by the Commission when it approved 
its letter order herein dated March 11, 1959, or which, now being considered, 
warrant any change in or modification of such order. 


The Commission orders: 


The motion for reconsideration filed herein on April 10, 1959, is denied. 
Commissioner Kline not participating. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


AMERICAN LOUISIANA PIPE LINE COMPANY, DOCKET NO. G-—10396 

GULF OIL CORPORATION, DOCKET NO. G-—10400 
PANHANDLE EASTERN PIPE LINE COMPANY, DOCKET NOS. G-11061, 
G-18144 


ORDER DENYING PETITION TO INTERVENE 
(Issued May 18, 1959) * 


A petition seeking leave to intervene in Docket No. G-—18144 was filed on May 
11, 1959, by Michigan Consolidated Gas Company (Michigan Consolidated). 
Michigan Consolidated, in its petition, contends that it “is entitled, as a matter of 
right, to intervene and participate fully in this proceeding.” 

Docket No. G—18144 concerns an application filed by Panhandle Eastern Pipe 
Line Company (Panhandle) on March 24, 1959, for certificate authorization for 
the distribution of 30,000 Mcf per day of increased volumes of natural gas to 
its existing customers. Such volumes of gas have been made available by Pan- 
handle modernizing and turbocharging compressor engines at existing stations. 

By order issued December 19, 1958, 20 FPC 851, we permitted Panhandle to 
abandon natural gas service to Michigan Consolidated. Consequently, Michigan 
Consolidated is not such an “existing utility customer” of Panhandle as it 
seeks authority to serve in the instant application. Additionally, since we have 
found as recently as December of last year that the American Natural System 
(of which Michigan Consolidated is a member) had sufficient quantities of 
natural gas to serve all of its system requirements, and as recently as February 
13, 1959, denied a rehearing upon that finding, we do not believe that to permit 
the participation of Michigan Consolidated in this proceeding would be in the 
public interest. 

Examination of Michigan Consolidated’s petition to intervene reveals no new 
facts or principles of law that were not considered by us in the prior proceedings, 
and the petition is, in fact, no more than a collateral attack upon our findings 
and orders issued in those proceedings. 

In our order, issued February 13, 1959, in the matters of American Louisiana 
Pipe Line Company, et al., Docket No. G—10396, et al., 21 FPC 218, we terminated 
the participation of the members of the American Natural System, or their 
customers, in those consolidated proceedings. We did so because our order, issued 
December 19, 1958, permitting abandonment of service by Panhandle to Michigan 
Consolidated, effectively disposed of all possible rights and interests Michigan 
Consolidated could have in the matter. It is inconceivable that the American 
Natural System could have any legitimate interest in the proceedings involving 


* Rehearing denied by order of the Commission issued July 16, 1969. 
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disposition of the natural gas made available to Panhandle, and its customers, 
by reason of such abandonment of service. 

Michigan Consolidated contends, in its petition, that Panhandle will seek to 
sell gas directly to some of its existing industrial customers, and, therefore, it 
may suffer economic injury as a result of our action in this matter. Such 
contention is without merit. If Panhandle should seek to sell gas to industrial 
customers, in or out of Michigan Consolidated’s market area, it will first have 
to obtain a certificate of public convenience and necessity in accordance with 
Section 7(c) of the Natural Gas Act. Obviously, if Panhandle sought to serve 
customers in Michigan Consolidated’s market area, at that time, Michigan Con- 


solidated may petition to intervene to protect whatever rights and interests 
it may have. 


The Commission finds: 


It does not appear to be appropriate in the proper administration of the Natural 
Gas Act, and in the public interest, to allow Michigan Consolidated Gas Company 
to intervene in Docket No. G—18144. 


The Commission orders: 


The petition to intervene, filed by Michigan Consolidated Gas Company on 
May 11, 1959, in Docket No. G—18144, be and the same hereby is denied. 
Commissioner Kline not participating. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


EL PASO ELECTRIC COMPANY, DOCKET NO. E-6869 


SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE OF PREFERRED STOCK AND 
FIRST MORTGAGE BONDS 


(Issued May 19, 1959) 


By order issued May 12, 1959, in the above-entitled matter, the Commission 
authorized El Paso Electric Company (Applicant), among other things, to issue 
and sell through competitive bidding 20,000 shares of Preferred Stock, without 
par value, and $3,500,000, principal amount of First Mortgage Bonds,’ subject 


to the provisions, among others, as set forth in Paragraph (C) of that order as 
follows: 


(C) The proposed issuance and sale of Preferred Stock and the proposed 
issuance and sale of Bonds at competitive bidding shall not be consum- 
mated until: 


(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2(k)(3) of the Commission’s Regulations under the 
Federal Power Act relating to compliance with competitive bidding require- 
ments, and Section 34.2(k) (4) of those Regulations relating to affiliation, 
and shall have either filed such amendments or shall have mailed them and 


advised the Commission by telephone and telegraph, as contemplated in 
Section 34.9 of the Regulations. 


1 That order also authorized Applicant to issue 76,494 shares of Common Stock, par 
value $5.00 per share, and exempted such issuance from the competitive bidding require- 


ments of Section 34.la (b) and (c) of the Commission’s Regulations under the Federal 
Power Act. 
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(ii) The Commission, by further order, shall have approved (1) the price 
to be received by Applicant for the proposed issuance of Preferred Stock 
and the dividend rate thereon; and (2) the price to be received by Applicant 
for the proposed issuance of Bonds and the interest rate thereof. 

Applicant, on May 19, 1959, filed an amendment, pursuant to the requirements 
of the aforementioned Commission order, in which it states, among other things, 
(1) that it proposes to accept, as representing the lowest annual cost of money 
to it, the bid of Salomon Bros. & Hutzler, to purchase the 20,000 shares of the 
proposed issuance of Preferred Stock for $100.395 per share, with a dividend 
rate per share of $5.36; and (2) that it proposes to accept, as representing the 
lowest annual cost of money to it, the bid of Stone & Webster Securities Corpo- 
ration, to purchase the proposed issuance of $3,500,000, principal amount of 
Bonds, at the price of 101.619% of principal amount, with an interest rate of 
514% per annum. 


The Commission finds: 





(1) Applicant has satisfactorily complied with the requirements contained in 
Paragraph (C) of the Commission’s order issued May 12, 1959, in the above- 
entitled docket ; and under the respective bids it proposes to accept for purchase 
of the proposed issuances of Preferred Stock and Bonds, (1) the price per share 
of Preferred Stock to be received by Applicant and the dividend rate to be paid 
thereon, and (2) the price to be received by Applicant for the Bonds and the 
interest rate thereof are reasonable. 

(2) The proposed issuances and sales of Preferred Stock and Bonds, as here- 
inafter authorized, will be for a lawful object, within the corporate purposes of 
Applicant and compatible with the public interest, which is appropriate for and 
consistent with the proper performance of service by Applicant as a public utility 
and which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 


























The Commission orders: 


(A) The price per share of Preferred Stock to be received by Applicant ane 
the dividend rate to be paid thereon by Applicant, and the price to be received 
by Applicant for the proposed Bonds and the interest rate thereof under the 
respective bids referred to above are approved as reasonable. 

(B) The proposed issuances and sales of Preferred Stock and Bonds referred 
to above, upon the terms and conditions, and for the purposes specified in the 
application, as supplemented by the amendment referred to above, are hereby 
authorized, subject only to the provisions of Paragraph (A), insofar as they 
relate to the proposed issuances of Preferred Stock and Bonds, and of Para- 
graphs (D), (E), and (F) of the Commission’s order issued May 12, 1959, in 
the above docket. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 









GULF STATES UTILITIES COMPANY, DOCKET NO. E-6874 


SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF COMMON STOCK 
(Issued May 19, 1959) 


By order issued May 1, 1959, in the above-entitled matter, the Commission 
authorized Gulf States Utilities Company (Applicant) to issue and sell through 
competitive bidding 250,00 shares of no par value Common Stock, subject, among 
others, to the provisions as set forth in Paragraph (B) of that order as follows: 
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(B) The proposed issuance and sale of Common Stock at competitive 
bidding shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2(k)(3) of the Commission’s Regulations under the 
Federal Power Act relating to compliance with competitive bidding require- 
ments, and Section 34.2(k) (4) of those Regulations relating to affiliation, 
and shall have either filed such amendments or shall have mailed them and 
advised the Commission by telephone and telegraph, as contemplated in 
Section 34.9 of the Regulations. 

(ii) The Commission, by a further order, shall have approved the price 
per share to be received by Applicant for the proposed issuance of Common 
Stock. 

Applicant, on May 19, 1959, filed an amendment, pursuant to the requirements 
of the aforementioned Commission order, in which it states that it proposes to 
accept the bid of The First Boston Corporation, to purchase the proposed issuance 
of Common Stock for the price of $61.68 per share, as resulting in the highest 
price per share therefor. 


The Commission finds: 





(1) Applicant has satisfactorily complied with the requirements of Para- 
graph (B) of the Commission's order issued May 1, 1959, in the above docket, 
and under the bid it proposes to accept for the purchase of the 250,000 shares 
of Common Stock, the price to be received by Applicant therefor is reasonable. 

(2) The proposed issuance and sale of Common Stock, as hereinafter au- 
thorized, will be for a lawful object, within the corporate purposes of Applicant 
and compatible with the public interest, which is appropriate for and consist- 
ent with the proper performance of service by Applicant as a public utility and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 


The Commission orders: 


(A) The price to be received by Applicant for the proposed issuance of 
Common Stock under the bid referred to above is approved as reasonable. 

(B) The proposed issuance and sale of Common Stock referred to above, 
upon the terms and conditions, and for the purposes specified in the applica- 
tion, as supplemented by the amendment referred to above are hereby au- 
thorized, subject only to the provisions of Paragraphs (A), (C), (D) and (EB) 
of the Commission’s order issued May 1, 1959, in the above docket. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


INTERSTATE POWER COMPANY, DOCKET NO. E-6877 


ORDER AUTHORIZING ISSUANCE OF PREFERRED STOCK 


(Issued May 19, 1959) 









Interstate Power Company (Applicant), incorporated under the laws of the 
State of Delaware and qualified to do business as a foreign corporation in the 
States of Illinois, Iowa, Minnesota, and South Dakota, with its principal place 
of business at Dubuque, Iowa, filed an application on April 7, 1959, as subse- 
quently amended and supplemented, for an order, pursuant to Section 204 of 
the Federal Power Act, authorizing the issuance of 80,000 shares of a new 
556-794—63 46 
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series of Preferred Stock, par value $50 per share. Applicant requests that 
the proposed issuance of Preferred Stock be exempted from the Commission’s 
competitive bidding requirements. In addition, by that application, Applicant 
sought separate authorization, also pursuant to Section 204 of the Act, to 
issue and sell $6,000,000 principal amount of First Mortgage Bonds, Series due 
1989, at competitive bidding, which authorization was granted by Commission 
order issued May 12, 1959, subject to certain provisions set forth therein, in 
the above docket. 

By Commission letter dated March 9, 1959, Docket No. IN-935, the Applicant 
was authorized to engage in negotiations for the sale or underwriting of the 
Preferred Stock. Pursuant to that authorization Applicant engaged in such 
negotiations with seven underwriting firms, five of whom submitted to Appli- 
eant informal proposals for the purchase of the Preferred Stock. Applicant 
selected Kidder, Peabody & Co., New York, New York, as the underwriter whose 
proposal was most advantageous to Applicant. Subsequent to submitting its 
proposal to purchase the Preferred Stock, Kidder, Peabody & Co. found it 
necessary to form an underwriting group and to adjust the terms of its pro- 
posal because of changed conditions in the securities market. Although these 
actions will reduce the proceeds to be received by Applicant from the proposed 
issuance of Preferred Stock, Applicant represents that the terms of the sale 
as hereinafter set forth are the most favorable to be obtained by Applicant in 
the current securities market in the light of recent sales of Preferred Stock 
by other electric utility companies. 

Applicant proposes to issue and sell the Preferred Stock in accordance with 
a Preferred Stock Purchase Agreement, dated May 19, 1959, between Appli- 
cant and Kidder, Peabody & Co. acting on behalf of itself and certain other 
underwriters. The initial offering price per share of the Preferred Stock to 
the public will be $50.925; the underwriting spread will be 91 cents per share; 
and the price to be received by Applicant will be $50.015 per share. The divi- 
dend rate of the Preferred Stock will be 544%. The yield to the public and 
the cost of money to Applicant will be 5.40% and 5.49865%, respectively. 

In support of its request for an exemption from the competitive bidding re- 
quirements of Section 34.la (b) and (c) upon findings as referred to in Section 
34.1a(a)(4) of the Commission’s Regulations under the Federal Power Act 
with respect to the proposed issuance and sale of Preferred Stock, Applicant 
represents that the marketability of Preferred Stocks is limited as compared 
to the marketability of Common Stocks and of Bonds; that nevertheless Pre- 
ferred Stock is the appropriate type of security for Applicant to issue at the 
present time; and that several investment bankers have advised Applicant 
that it would realize a better price for the sale of the proposed Preferred 
Stock under current conditions if such sale were on a negotiated underwriting 
rather than on a competitive bidding basis. 

Applicant will apply the proceeds to be obtained from the proposed issuances 
of Preferred Stock and First Mortgage Bonds, estimated to aggregate about 
$10,000,000, to retire bank loans and to finance, in part, Applicant’s construc- 
tion program for the remainder of 1959, all as more fully described in the afore- 
mentioned Commission order issued May 12, 1959, Docket No. E-6877. 

Written notice of the application has been given to the Illinois Commerce 
Commission, the Iowa State Commerce Commission, the Railroad and Ware- 
house Commission of Minnesota, and the Public Utilities Commission of South 
Dakota, and to the Governor of each of those States. Notice of the applica- 
tion has also been given by publication in the Federal Register on April 17, 
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1959 (24 F.R. 2968), stating that any person desiring to be heard or to make 
any protest with reference to the application should on or before May 1, 1959, 
file with the Federal Power Commission, Washington 25, D.C., petitions or 
protests. No petition or protest or request to be heard in opposition to the 
granting of the application has been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 204 of the Federal Power Act subject to the jurisdiction of the Commis- 
sion as heretofore determined and set forth in the Commission’s order issued 
May 12, 1959, In the Matter of Interstate Power Company, Docket No. E-6877. 

(2) The proposed issuance of Preferred Stock, as described above, will con- 
stitute an issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission 
within the meaning of Section 204(f) of the Act; and the proposed issuance 
of Preferred Stock, as described above, is, therefore, not exempt by virtue of 
that Section from the requirements of Section 204 of the Act. 

(4) The price per share of the Preferred Stock to be received by Applicant, 
the dividend rate of the Preferred Stock, and the underwriting spread to be 
paid to Kidder, Peabody & Co., all as referred to above, are not unreasonable. 

(5) There is no affiliation, direct or indirect, through directors, officers or 
stockholders, or through the ownership of securities or otherwise, between 
Applicant and Kidder, Peabody & Co. 

(6) Under the circumstances set forth above, sufficient cause has been shown 
for exempting the proposed issuance and sale of Preferred Stock from the 
competitive bidding requirements of Section 34.la (b) and (c) of the Com- 
mission’s Regulations under the Federal Power Act. 

(7) The proposed issuance of Preferred Stock, as hereinafter authorized, 
will be for a lawful object, within the corporate purposes of the Applicant and 
compatible with the public interest, which is appropriate for and consistent 
with the proper performance by the Applicant of service as a public utility and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 

(8) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance and sale of Preferred Stock, upon the terms and 
conditions and for the purposes specified in the application, as described above, 
are hereby authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale of Preferred Stock, as described above, 
are hereby exempted from the competitive bidding requirements of Section 34.1la 
(b) and (c) of the Commission’s Regulations under the Federal Power Act. 

(C) This authorization shall expire unless the transactions hereby authorized 
are consummated within 60 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuations, estimates or determinations of costs, or any other matter 
whatsoever which is now pending or which hereafter may come before this 
Commission or any other regulatory body. 

(e) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which this 
order relates. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


PACIFIC NORTHWEST PIPELINE CORPORATION, DOCKET NO. G-17018 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY 


(Issued May 19, 1959) 


On November 20, 1958, Pacific Northwest Pipeline Corporation (Applicant) 
filed in Docket No. G—17018 an application pursuant to Section 7(c) of the 
Natural Gas Act for a certificate of public convenience and necessity authorizing 
the construction and operation of certain facilities to purchase and receive nat- 
ural gas produced in the Big Piney Area, Sublette County, Wyoming, all as more 
fully set forth in the application and appended exhibits. 

The facilities for which authorization is sought consist of one tap on Appli- 
cant’s existing 16-inch Big Piney lateral pipeline, two taps on Applicant’s exist- 
ing 30-inch Big Piney lateral loop pipeline, and 3 lateral pipelines extending 
therefrom consisting of a total of approximately 3.3 miles of 10°4-inch and 800 
feet of 4-inch pipeline, all in Sublette County, Wyoming. 

The service of natural gas to be taken through these facilities has been au- 
thorized to be rendered to Applicant by the following independent producers in 
the respective dockets indicated: Belfer Natural Gas Company in Docket No. 
G-—10208, Belco Petroleum Corporation and David C. Bintliff in Docket No. 
G-10207, General Petroleum Corporation in Docket Nos. G-10145 and G—10525, 
and Phillips Petroleum Company in Docket No. G—10663. 

The estimated initial cost of Applicant’s proposed facilities is $112,323, which 
cost will be financed from funds currently on hand. 

Applicant will transport the gas to be received by its facilities proposed herein 
commingled with its other gas supplies for sale in other states. 

Temporary authorization to continue operation of the facilities as described 
in the subject application was granted to Applicant by airmail letter on March 
18, 1959. By letter dated March 5, 1959, Applicant advised that the facilities 
were constructed and placed in operation in advance of the issuance of authori- 
zation because of Applicant’s heavy customer demand due to extreme cold 
weather conditions in its market area. 

Pursuant to due notice, a public hearing was held in Washington, D.C. on 
May 5, 1959, respecting the matters involved in and the issues presented by the 
application herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 

(1) Applicant, Pacific Northwest Pipeline Corporation, a Delaware corpora- 
tion having its principal place of business in Salt Lake City, Utah, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order accompanying Opinion No. 271 in Docket No. 
G—1429, issued on June 18, 1954. 

(2) The facilities hereinbefore described, as more fully described in the ap- 
plication in this proceeding, are to be used in the transportation of natural gas 
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in interstate commerce, subject to the jurisdiction of the Commission as integral 
parts of Applicant’s existing pipeline system and the continued operation thereof 
by Applicant is subject to the requirements of Subsections (c) and (e) of Section 
7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and the 
requirements, rules and regulations of the Commission thereunder. 

(4) The continued operation of the proposed facilities by Applicant is re- 
quired by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (c)(4) and (e) of Section 157.20 of the 
Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) should 
attach to the certificate hereinafter issued to Applicant and to the exercise of 
the rights granted thereunder. 

(6) A request during the public hearing by staff counsel for the omission of 
the intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Pacific Northwest Pipeline Corporation to operate the 
facilities hereinbefore described, as more fully described in the application in 
this proceeding and the exhibits appended thereto, for the transportation of 
natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (c) (4) 
and (e) of Section 157.20 of the Commission’s Regulations under the Natural 
Gas Act shall attach to the issuance of the certificate granted in paragraph (A) 
above and to the exercise of the rights granted thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TEXAS GAS TRANSMISSION CORPORATION, DOCKET NOS. G-12344 and 
G-13835 


ORDER FURTHER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY AND TERMINATING PROCEEDING 


(Issued May 19, 1959) 


On March 4, 1959, Texas Gas Transmission Corporation (Applicant) filed a 
third application to amend the certificate of public convenience and necessity 
issued to it in Docket No. G—12344 on August 2, 1957. Said certificate author- 
ized Applicant to transport up to 15,000 Mcf of natural gas per day on an 
interruptible basis for Mississippi River Fuel Corporation (Mississippi) from 
the Simon Pass Field, St. Martin Parish, Louisiana, to Perryville, Louisiana, 
where the main systems of the two companies interconnect. 
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Pursuant to an application filed on December 2, 1957, the aforesaid order 
of August 2, 1957, was amended by order issued March 25, 1958, which order, 
among other things, permitted an increase of 10,000 Mecf per day in the volume 
of gas transported by Applicant for the account of Mississippi for a period 
ending June 30, 1958, and authorized in Docket No. G-13835 the sale of this 
additional 10,000 Mcf per day by Texas Gas to Mississippi for that specific 
period of time. 

The second application for amendment of the certificate in Docket No. 
G—12344 (consolidated with Docket No. G—-13835) filed on September 19, 1958, 
requested, among other things, authority to continue the 10,000 Mcf per day 
sale and transportation until March 31, 1959. Temporary authority for this 
extension of time was granted under date of November 5, 1958. This temporary 
authorization expired by its own terms on April 1, 1959, without action by the 
Commission on the formal application. 

The instant application for amendment seeks authorization for the indefinite 
continuation of transportation of this 10,000 Mcf per day in addition to the 
15,000 Mcf per day originally authorized, thus permitting Applicant to trans- 
port up to a total of 25,000 Mcf per day for Mississippi on a long-term inter- 
ruptible basis. The additional gas is available to Mississippi as a result of 
the development of additional reserves in the Simon Pass Field. Authorization 
for continuation of the sale of this additional gas by Applicant to Mississippi 
is not asked. 

The additional 10,000 Mcf per day of long-term gas would be transported at 
the presently filed rate of 5 cents per Mcf (Texas Gas’ Rate Schedule X-—11) 
which is the rate now charged for transporting the 15,000 Mcf per day of long- 
term gas originally certificated in this proceeding. 


The Commission finds: 


(1) It is in the public interest and appropriate in carrying out the provisions 
of the Natural Gas Act to further amend, as hereinafter ordered, the Com- 
mission’s order issued on August 2, 1957, in Docket No. G—12344 so as to au- 
thorize Texas Gas Transmission Corporation to transport for Mississippi River 
Fuel Corporation 10,000 Mcf of natural gas per day, in addition to the 15,000 
Mef per day originally authorized, on a long-term interruptible basis. 

(2) It is also in the public interest and appropriate to terminate the proceed- 
ing in Docket No. G—13835, inasmuch as the authorization for the sale of gas 


thereunder by Applicant to Mississippi terminated by its own terms on March 
31, 1959. 


The Commission orders: 


(A) The order of the Commission issued on August 2, 1957, in Docket No. 
G-—12344 granting a certificate of public convenience and necessity to Texas Gas 
Transmission Corporation be and the same is hereby further amended so as 
to authorize Applicant to transport for Mississippi River Fuel Corporation 
10,000 Mcf of natural gas per day, in addition to the 15,000 Mcf per day origi- 
nally authorized, on a long-term interruptible basis. 

(B) The proceeding in Docket No. G—13835 be and the same is hereby ter- 
minated. 

(C) In all other respects, the conditions and authorizations set forth in said 
order issued August 2, 1957, and the exercise of the rights granted thereunder 
shall remain in full force and effect. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


INTERSTATE POWER COMPANY, DOCKET NO. E-6877 
SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE OF FIRST MORTGAGE BONDS 
(Issued May 20, 1959) 


By order issued May 12, 1959, in the above-entitled matter, the Commission 
authorized Interstate Power Company (Applicant) to issue and sell at competi- 
tive bidding $6,000,000 principal amount of First Mortgage Bonds, Series due 
1989, subject, among others, to the provisions as set forth in paragraph (B) 
of that order as follows: 

(B) The proposed issuance and sale of Bonds at competitive bidding shall 
not be consummated until: 

(i) Applicant shall have amended its application pursuant to the re 
quirements of Section 34.2(k)(3) of the Commission’s Regulations under 
the Federal Power Act relating to compliance with competitive bidding re- 
quirements, and Section 34.2(k) (4) of those Regulations relating to affil- 
iation, and shall have either filed such amendments or shall have mailed 
them and advised the Commission by telephone and telegram as contem- 
plated by Section 34.9 of those Regulations. 

(ii) The Commission shall have approved the price to be received by Ap- 
plicant for the Bonds and the interest rate thereof by a further order. 

Applicant, on May 20, 1959, filed an amendment, pursuant to the requirements 
of the aforementioned Commission order, in which it states that it proposes to 
accept, as representing the lowest annual cost of money to it, the joint bid of 
Kidder, Peabody & Co. and Merrill Lynch, Pierce, Fenner & Smith, Incorporated 
to purchase the proposed issuance of Bonds at the price of 99.159% of principal 
amount, with an interest rate of 544% per annum. 


The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements of paragraph 
(B) of the Commission’s order issued May 12, 1959, in the above docket, and 
under the bid it proposes to accept for the Bonds, the price to be received by 
Applicant therefor and the interest rate thereof are reasonable. 

(2) The proposed issuance and sale of Bonds, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of the Applicant and com- 
patible with the public interest, which is appropriate for and consistent with the 
proper performance by the Applicant of service as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 


The Commission orders: 


(A) The price to be received by Applicant for the proposed Bonds and the 
interest rate thereof under the bid referred to above are approved as reasonable. 

(B) The proposed issuance and sale of Bonds referred to above, upon the 
terms and conditions and for the purposes specified in the application, as sup- 
plemented by the amendment referred to above, are hereby authorized subject 
only to the provisions of paragraphs (C), (D) and (E) of the Commission’s 
order issued May 12, 1959, in the above docket. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


SOUTHERN CALIFORNIA EDISON COMPANY, PROJECT NO. 2198 
ORDER ISSUING LICENSE (MAJOR) 
(Issued May 20, 1959) 


Application was filed February 6, 1956, by Southern California Edison Com- 
pany (Applicant), of Los Angeles, California, for a license under the Federal 
Power Act (hereinafter referred to as the Act) for constructed Project No. 2198, 
designated as Santa Ana No. 3, located on the Santa Ana River in San Bernar- 
dino County, California, and affecting lands of the United States within San 
Bernardino National Forest. 

The Chief of Engineers, Department of the Army, in reporting on the applica- 
tion stated that the project does not interfere with any authorized or recom- 
mended projects of the Corps of Engineers in the Santa Ana River Basin. 

The Acting Secretary of the Interior, in reporting on the application, stated 
that the granting of the application would not be detrimental to game or fishery 
resources. 

The Assistant Secretary of Agriculture, in reporting on the application, states 
that increases in population since the issuance of the original permit for this 
project and the accompanying demand for additional recreation areas, make 
necessary the inclusion in the license of conditions, as hereinafter set forth, to 
assure that the project will be operated compatibly with the purpose for which 
the National Forest was created or acquired. 

The Director, California Department of Fish and Game, in reporting on the 
application, stated that he does not believe that any specific conditions need be 
included in the license in relation to fish and game. 

Applicant requests a so-called “fair value” license under the provisions of 
Section 23(a) of the Act for a period of 50 years. According to the application 
for license, preliminary work and construction of the Santa Ana No. 3 project 
took place between 1901 and 1904. Operation of the project, then known as the 
Mentone Plant, was commenced in September, 1904, by the Mentone Power Com- 
pany. At that time, stock control of the latter company was in the Pacific 
Light and Power Company. All properties and rights of the Mentone Power 
Company were succeeded to by the Pacific Light and Power Company in 1911. 
All properties and rights of the Pacific Light and Power Company were conveyed 
to Applicant in May, 1917. Applicant has been operating the project under the 
authority of a Department of Agriculture permit since June 22, 1917. 


The Commission finds: 


(1) Applicant is a corporation organized under the laws of the State of Cali- 
fornia and has submitted satisfactory evidence of compliance with the require- 
ments of all applicable State laws insofar as necessary to effect the purposes 
of a license for the project. 

(2) The constructed project consists of : 

(a) All lands constituting the project area and enclosed by the project bound- 
ary or the limits of which are otherwise defined, and/or interests in such lands 
necessary or appropriate for the purpose of the project, whether such lands or 
interests therein are owned or held by the applicant or by the United States; 
such project area and project boundary being more specifically shown and de- 
scribed by certain exhibits which formed part of the application for license and 
which are designated and described as follows: 
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Exhibit J: (FPC No. 2198-1) General Map of Santa Ana No. 3 Project; 

Evrhibit K: (FPC No. 2198-2) Detail Map of Santa Ana No. 3 Project. 

(b) The project includes a conduit consisting of 318 feet of concrete flume, 
5,115 feet of Lennon type flumes, 6,870 feet of rock tunnel partially lined, 131 
feet of sandboxes and spillway structures and a steel penstock 737 feet long for 
a total length of 13,171 feet, extending from the end of the Santa Ana No. 2 
Powerhouse; the powerhouse forebay from which 9 c.f.s. is diverted into the 
Bear Valley Mutual Water Company’s Green Spot pipeline; a concrete power- 
house containing a turbine rated at 2,250 horsepower with 360 feet of effective 
head, connected to a 1,500 Kva generator; a switchyard ; access roads; operators 
village; and other appurtenant facilities; the location, nature and character 
of which are more specifically shown and described by the exhibits hereinbefore 
cited and by certain other exhibits which also formed part of the application 
for license and which are designated and described as follows: 

Exhibit L: Sheet No. 1 (FPC No. 2198-3) Intake Flume and Tunnel Sections; 
Sheet No. 2 (FPC No. 2198-4) Sandbox Between Tunnels 1-2; Sheet No. $ 
(FPC No. 2198-5) High Lennon Flume Sta. 40+42.36 to Sta. 45+74.73; Sheet 
No. 4 (FPC No. 2198-6) Typical Details of Lennon Flume; Sheet No. 5 (FPC 
No. 2198-7) Spillways and Rock-Drop; Sheet No. 6 (FPC No. 2198-8) Tailrace 
and Forebay; Sheet No. 7 (FPC No. 2198-9) Plan and Profiles of Penstock and 
Spillway Pipe; Sheet No. 8 (FPC No. 2198-10) Plans and Sections of Power- 
house ; 

Exhibit M: (three sheets) entitled “General Descriptions of Mechanical, 
Electrical and Transmission Equipment.” 

(ec) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project 
area, including such portable property as may be used or useful in 
connection with the project or any part thereof, whether located on or off the 
project area, if and to the extent that the inclusion of such property as a part 
of the project is approved or acquiesced in by the Commission; also, all 
riparian or other rights, the use and possession of which is necessary or appro- 
priate in the maintenance and operation of the project. 

(3) No conflicting application is before the Commission. Public notice has 
been given. 

(4) The project does not affect any Government dam, nor will the issuance 
of a license therefor, as hereinafter provided, affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. 

(5) The project affects land of the United States within the San Bernardino 
National Forest. 

(6) The issuance of a license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which the San Bernardino 
National Forest was created or acquired. 

(7) The Applicant has submitted satisfactory evidence of its financial ability 
to continue operation of the project. 

(8) The project, upon the conditions hereinafter imposed, is best adapted 
to a comprehensive plan for improving and developing for the improvement and 
utilization of water-power development, and for other beneficial public uses, 
including recreational purposes. 

(9) The installed horsepower capacity of the project hereinafter authorized 
for the purpose of computing the capacity component of the administrative 
charge is 1,600 horsepower. The energy generated thereby will continue to be 
used for domestic, commercial, agricultural, and other uses in Applicant’s 
service areas in the central and southern parts of the State of California. 
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(10) The amount of annual charge to be paid under the license for the pur- 
poses of reimbursing the United States for the costs of administration of Part I 
of the Act and recompensing it for the use, occupancy and enjoyment of its lands 
is reasonable as hereinafter fixed and specified. 

(11) The exhibits described and designated in finding (2) (a) and (b) above 
conform to the Commission’s rules and regulations and should be approved as 
part of the license for the project. 

(12) Applicant having failed to file application for license within a reason- 
able time prior to the date of expiration of the aforementioned 1917 permit issued 
by the Secretary of Agriculture, i.e., December 31, 1963, Applicant has not shown 
that it is entitled to a license under Section 23(a) of the Act. 


The Commission orders: 


(A) This license is issued to Southern California Edison Company, of Los 
Angeles, California (hereinafter referred to as the Licensee), under provisions 
of Section 4(e) of the Federal Power Act for a period of 50 years effective as of 
May 1, 1959, for the operation and maintenance of constructed Project No. 2198, 
on Santa Ana River and affecting lands of the United States within the San 
Bernardino National Forest, subject to the terms and conditions of the Act 
which are incorporated by reference as a part of this license, and subject to such 
rules and regulations as the Commission has issued or prescribed under the 
provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in Form 
IL-1, December 15, 1953, entitled “Terms and Conditions of License for Con- 
structed Major Project Affecting Land of the United States,” which terms and 
conditions are attached hereto and made a part hereof: except for Article 14 
and subject to the following special conditions set forth herein as additional 
articles: 

Article 24. The Licensee shall permit all roads inside the National Forest 
used by the Licensee for the operation or maintenance of the project works or 
facilities to be open to the public, consistent with Articles 16 and 18 of this 
license, and under such rules and regulations as the Regional Forester may direct. 

Article 25. The Commission reserves the right, upon recommendation of the 
Secretary of Agriculture and after notice and opportunity for hearing, to require 
such releases of water into the channel of the Santa Ana River as it deems 
necessary for the adequate protection and utilization of the national-forest lands 
and resources; provided however, that any such releases of water shall be made 
only : 

(1) After final adjudication of all water rights involved by a court of compe- 
tent jurisdiction ; 

(2) At such times and in such amounts as Licensee may lawfully release 
without interference with the water rights of others in and to the waters of the 
Santa Ana River; 

(3) From Licensee’s conduit in the NW% of the NW of Section 3, T. 1 S., 
R. 2 W., S.B.B. & M.; and 

(4) As necessary to maintain a minimum flow in the Santa Ana River, during 
the period of April 1 through October 31 of each year, of 5.0 cubic feet per second 
at the point where the river enters the N\%4 of the NE of Section 4, T.1S., R. 2 
W., S.B.B. & M. 

Nothing herein shall be construed as requiring the Licensee to acquire any 
water or water rights not now held by Licensee and necessary to permit any such 
releases of water. 

Article 26. The Licensee shall interpose no objection to and shall in no way 
prevent, the use by the agency of the United States having jurisdiction over the 
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lands of the United States affected, or by persons or corporations occupying lands 
of the United States under permit, of water for fire suppression from any stream, 
eonduit or body of water, natural or artificial, used by the Licensee in the oper- 
ation of the project works covered by the license, or to the use by said parties of 
water for domestic purposes from any stream or body of water, natural or arti- 
ficial, used by the Licensee:in the operation of the project works eovered by the 
Licensee. 

Article 27. The Licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the cost of adminis- 
tration of Part I of the Act, one (1) cent per horsepower on the authorized in- 
stalled capacity (1600 horsepower), plus two and one-half (244) cents per 1,000 
kilowatt-hours of gross energy generated during the calendar year for which the 
charge is made; and 

(ii) For the purpose of recompensing the United States for the use, occupancy 
and enjoyment of its lands, $29.36. 

(C) The exhibits designated and described in finding (2) are made a part of 
the license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the Act, 
and failure to file such an application shall constitute acceptance of this license. 
In acknowledgment of the acceptance of this license, it shall be signed for the 
Licensee and returned to the Commission within 60 days from the date of issuance 
of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


CITY OF RED BUD, ILLINOIS, G-16504; MIDSOUTH GAS COMPANY, 
G-17567 ; NATURAL GAS IMPROVEMENT DISTRICT NO. 2 OF ASHLEY 
COUNTY, ARKANSAS, G-—17942; ILLINOIS POWER COMPANY, G-—17984; 
ST. CHARLES GAS CORP., G—18405; LACLEDE GAS COMPANY, COM- 
PLAINANT v. MISSISSIPPI RIVER FUEL CORPORATION, DEFENDANT, 
G-17832 


ORDER INSTITUTING INVESTIGATION, DENYING MOTION TO DISMISS, AND 
CONSOLIDATING PROCEEDINGS 


(Issued May 21, 1959) 


On February 13, 1959, the Laclede Gas Company (Laclede) filed, in Docket No. 
G-17832, a complaint with the Commission against Mississippi River Fuel Cor- 
poration (Mississippi). The complaint alleges, among other things, that certain 
provisions of the FPC Gas Tariff of Mississippi and the practices of Mississippi 
thereunder impose limitations upon the quantities of natural gas sold and deliv- 
ered by Mississippi to Laclede—a present customer of Mississippi—which are 
unjust, unreasonable, unduly discriminatory, and preferential. Laclede asks 
that the Commission find the restrictive limitations in Mississippi’s tariff and 
the practices thereunder to be unlawful; that it prescribe tariff conditions elim- 
inating such limitations therefrom upon the quantities of natural gas which 
Mississippi shall deliver to Laclede, and prescribe a higher limitation upon terms 
and conditions that will be just and reasonable. 

On March 23, 1959, Mississippi filed its answer and objections to said com- 
plaint in which it contended that its existing tariff limitations and practices 
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upon the quantities of natural gas it sells and delivers to Laclede is, if at all, 
an issue in a pending rate matter before this Commission, Docket No. G—15174. 
Further, Mississippi moved to dismiss Laclede’s complaint on the ground that 
there is no statutory authority for the filing of a complaint by a gas-distributing 
company against a natural-gas company for the purpose of determining the sales 
capacity of the pipe line of such natural-gas company. On March 31, 1959, 
Laclede filed its reply to the answer and motion of Mississippi. 

Mississippi sells and delivers natural gas to Laclede pursuant to a contract 
dated October 2, 1947, which is on file with this Commission. Upon the filing 
of Mississippi’s FPC Gas Tariff, Original Volume No. 1, which became effective 
July 1, 1949, certain specific provisions of said contract were made effective 
as a service agreement, subject to the applicable provisions of Mississippi’s 
Tariff. Third Revised Sheets Nos. 18a and 18b and Second Revised Sheet No. 
18¢ of Mississippi’s Tariff fix 330,000 Mcf as the maximum quantity of natural 
gas to be delivered to Laclede as its stated demand. Laclede contends that it 
has repeatedly requested Mississippi to increase its demand, but that Mississippi 
has consistently refused to do so. Laclede contends, in effect, that the mainte- 
nance of a restrictive limitation upon the quantities of natural gas it may 
purchase and receive from Mississippi in its FPC Gas Tariff is unlawful. 

Misssippi’s contention—that we lack authority to investigate and, if we find 
it necessary, to prescribe changes in its classification, rules, regulations, or prac- 
tices in connection with its rate schedule—has been previously considered by this 
Commission. In the Matter of City of Detroit, Michigan, et al. v. Panhandle 
Eastern Pipe Line Company, et al., 6 FPC 196, 204, this matter was fully con- 
sidered. In that opinion, the Commission said: 


By contentions of certain parties to the proceeding that the Commission 
is without authority to amend, alter, or change rate schedule provisions 
providing for the delivery by Panhandle of specified quantities of gas, 
which provisions are embodied in contracts between the parties, it is being 
urged in effect that the contract provisions involved be held inviolate against 
the statutory regulation provided for by the Natural Gas Act. Such con- 
tentions are clearly without merit, since such contracts, even though entered 
into prior to the enactment of the Natural Gas Act, are clearly subject to 
the provisions of that Act and our regulation in the public interest. Union 
Dry Goods Co. v. Georgia Public Service Corp., 248 U.S. 372; Producers 
Transp. Co. v. Railroad Commission, 251 U.S. 228. In the Union Dry Goods 
Company case, it was aptly stated by the Supreme Court of the United 
States: 

“Thus it will be seen that the case of the plaintiff in error is narrowed to 
the claim that reasonable rates, fixed by a state in an appropriate exercise 
of its police power, are invalid for the reason that if given effect they will 
supersede the rates designated in the private contract between the parties 
to the suit, entered into prior to the making of the order by the Railroad 
Commission. 

“Except for the seriousness with which this claim has been asserted and 
is now pursued into this court, the law with respect to it would be regarded 
as so settled as not to merit further discussion. 

“That private contract rights must yield to the public welfare, where the 
latter is approximately declared and defined and the two conflict, has been 
often decided by this court.” 


We find nothing in the Court’s decision in United Gas Pipe Line v. Mobile Gas 
Service Corp., 350 U.S. 332, contrary to the above. Accordingly, Mississippi’s 
motion to dismiss should be denied. 
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By its notice issued April 27, 1959, the Commission consolidated the proceed- 
ings involving applications filed pursuant to Section 7(a) of the Natural Gas 
Act in the above-designated Docket Nos. G—16504, G-—17567, G—17942, and G-— 
17984 (Docket Nos. G—16504, et ai.) and scheduled a hearing to commence in such 
consolidated proceedings on June 15, 1959. 

On May 5, 1959, St. Charles Gas Corp. (St. Charles) filed a motion to con- 
solidate the proceeding in Docket No. G—18405 with the proceedings in the afore- 
mentioned consolidated proceedings. In support of its application, St. Charles 
alleges that the proceeding in Docket No. G—18405 and the proceedings in the 
consolidated proceedings in Docket Nos. G—16504, et al. involve common questions 
of law and fact and therefore should be consolidated for purposes of hearing and 
determination. 

Inasmuch as the aforementioned consolidated proceedings in Docket Nos, 
G-16504, et al. and the proceedings in Docket Nos. G—-17832 and G—18405 involve 
common questions of law and fact, it is appropriate and expedient to consolidate 
the proceedings in Docket Nos. G—17832 and G—18405 with the prior consolidated 
proceedings in Docket Nos. G—16504, et al. for purposes of hearing and 
determination. 

Based upon the investigation and after such hearing as may be required, 
the Commission will determine if the limitations embodied in Mississippi’s 
existing FPC Gas Tariff are unjust, unreasonable, unduly discriminatory, or 
preferential and, if such be determined, will, by appropriate order or orders, 
prescribe just and reasonable limitations, terms and conditions of service, 
classifications rules, regulations, practices, or contracts to be observed and in 
force, and will fix the same by order. 

The issuance of this order shall constitute full notice of the filing of an 
application pursuant to Section 7(a) of the Natural Gas Act by St. Charles 
Gas Corp. on April 28, 1959. The said application is on file with the Commis- 
sion and can be inspected in the Public Reference Room of the Commission 
during its regular business hours. 


The Commission finds: 


(1) On the basis of the data presently available to the Commission, and the 
contentions related in the pleadings referred to above in Docket No. G—17832, 
it is appropriate that the Commission institute an investigation into the stated 
demand limitations embodied in Mississippi’s existing FPC Gas Tariff, and any 
rule, regulation, practice, or contract affecting such limitations, and specifically 
concerning the issues raised by the complaint, answer, and reply referred to 
above. 

(2) Good cause has been shown to consolidate the proceedings in Docket 
Nos. G—17832 and G—18405 with the prior consolidated proceedings in Docket 
Nos. G—16504 et al. for purposes of hearing and determination. 


The Commission orders: 


(A) Pursuant to the authority contained in, and subject to the jurisdiction 
conferred upon the Commission by Sections 5, 14, 15, and 16 of the Natural 
Gas Act, and the Commission’s Rules of Practice and Procedure, an investiga- 
tion is hereby instituted upon the complaint filed on February 13, 1959 by 
Laclede Gas Company against Mississippi River Fuel Corporation in Docket 
No. G-17832 concerning the issues raised by said complaint, answer, and reply. 

(B) The motion to dismiss filed by Mississippi River Fuel Corporation in 
Docket No. G—17832 on March 23, 1959, is hereby denied. 

(C) The motion filed by St. Charles on May 5, 1959 to consolidate the pro- 
ceeding in Doeket No. G-—18405 with the aforementioned prior consolidated 
proceedings in Docket Nos. G-16504, et al. is hereby granted. 
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(D) Pursuant to the authority contained in the Natural Gas Act, subject 
to the jurisdiction conferred upon the Federal Power Commission therein, 
including particularly Sections 5, 14, 15, and 16 thereof, and pursuant to the 
Commission’s Rules and Regulations (18 CFR, Chapter I), the above-desig- 
nated Docket Nos. G—16504, G—-17567, G-17942, G—17984, and G—18405, and the 
investigation proceeding hereby instituted in Docket No. G—17832 are hereby 
consolidated for purposes of hearing and determination. 

(E) A hearing will be held on June 15, 1959 at 10:00 a.m. (EDT), in a 
Hearing Room of the Federal Power Commission, 441 G Street, N.W., Wash- 
ington, D.C., concerning the matters involved in and the issues presented by 
these consolidated proceedings. 

(F) Protests or petitions to intervene may be filed with the Federal Power 
Commission, Washington 25, D.C., in accordance with the Rules of Practice 
and Procedure (18 CFR 1.8 or 1.10) on or before June 1, 1959. 

(G) Interested State commissions may participate as provided by Sections 
1.8 and 1.37(f) of the Commission’s Rules of Practice and Procedure (18 CFR 
1.8 and 1.37(f) ). 


TRUNKLINE GAS COMPANY, G—-15394; MICHIGAN GAS STORAGE COM- 
PANY, G-15827; PAN AMERICAN PETROLEUM CORPORATION, G- 
5438; PHILLIPS PETROLEUM COMPANY, G-—15471; PHILLIPS PETRO- 
LEUM CORPORATION, G-15472; UNION OIL COMPANY OF CALI- 
FORNIA, G-15485; UNION OIL COMPANY OF CALIFORNIA, G-15486; 
UNION OIL COMPANY OF CALIFORNIA, G-15487; THE SUPERIOR OIL 
COMPANY, G-16147; NICKLOS OIL AND GAS COMPANY, G-16222; TIDE- 
WATER OIL COMPANY, G-16267; PAN AMERICAN PETROLEUM COR- 
PORATION, G-16501; PAN AMERICAN PETROLEUM CORPORATION, 
G-16502; J. S. MICHAEL COMPANY, G-16551; J. S. MICHAEL, G-16570 


OPINION AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued May 22, 1959) * 
Syllabus 


. Commission questions the availability of natural gas from reservoirs which 
have not been flow tested. P. 709. 

. Any computation of reserve life index and deliverability life from a starting 
date prior to the time when service is to commence is misleading. 
P. 708. 

. Commission finds that the deliverability life of Trunkline’s gas supply, con- 
sisting. of a maximum of 13 years and a minimum of 11.5 years, is 
adequate. P. 709. 

. Project should not be rejected simply because Trunkline proposes to utilize 
its increased capacity to serve one or two new customers, without mak- 
ing this increased capacity available to its existing customers and Pan- 
handle customers as well. P. 709. 

. Rates to Consumers should be determined on the basis of a partial rolled-in 
cost allocation, and not on the basis of incremental costs, since new 
facilities will benefit the whole system. P. 710. 

. Trunkline’s 95 percent annual minimum bill provision is contrary to the 
public interest and should be reduced to 75 percent. P. 712. 


*Designated Commission Opinion No. 321. Initial decision appears on p. 727. 
Applications for intervention and for rehearing rejected by Commission order issued 
July 22, 1959, 22 FPC 110. Affirmed 281 F. 2d 42 (CADC—1960). 
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. Mobile case does not apply to Commission’s right to condition initial prices, 
where required by the public convenience and necessity. P. 716. 

. Commission discusses the factors involved in determining whether a pro- 
posed initial price is justified under the test of public convenience and 
necessity. P. 717. 

. Commission considers field price evidence relating to non-jurisdictional sales 
and non-certificated sales in determining justification for producer ini- 
tial rate. P. 718. 

. Producers’ initial price approved, despite fact that it may establish a new 
high for jurisdictional sales in the area and will cause triggering of 
existing Trunkline contracts, because of the large volumes of gas com- 
mitted and the fact that the contracts provide for a firm 20-cent price 
for a period of 10 years without escalation or redeterminations. P. 719. 

. Commission issues certificates of public convenience and necessity under 
Section 7 of the Natural Gas Act to Trunkline and the independent 
producers. P. 719. 

Commissioner CONNOLE dissenting in part, concurring in part. 
Commissioner KLINE concurring in part, dissenting in part. 
Commissioner HUSSEY not participating. 


Harry 8. Littman, Dale A. Wright, and W. W. Prior for Trunkline Gas Co. 

J. P. Hammond, John F. Jones, and William J. Grove for Pan American 
Petroleum Corp. 

George D. Horning, Jr., L. A. Gibbons, and Patrick G. Sullivan for Union Oil 
Company of California. 

Harry D. Turner, H. D. Hudson, Kenneth Heady, James G. Williams, Jr., 
Charles E. McGee, and Francis J. Caskin for Phillips Petroleum Co. 

Arthur EB. Palmer, J. Philip Bahn, and James B. Falahee for Michigan Gas 
Storage Co., and Consumer Power Co. 

H. W. Varner and F. P. Jones, Jr., for The Superior Oil Co. 

Gene M. Woodfin and J. Evans Attwell for Nicklos O11 & Gas Co. 

Robert O. Koch and Clyde EH. Willbern for Tidewater Oil Co. 

Phebe E. Gordon and Joseph W. McAuliffe for Battle Creek Gas Co. 

Richard J. Connor and Thomas F. Ryan for Michigan Gas Utilities Co. 

John H. Tipton for the Board of Mayor and Aldermen of Mason, Tenn. 

Q. P. Dorschel, Robert S. Hunt, and Burton R. Rissman for Illinois 
Power Co. 

John T. Miller, Jr., for Citizens Gas Fuel Co. 

Robert H. Lee Hall, Jerome J. McGrath, and John A. McGrath for National 
Coal Association. 

Welly K. Hopkins, Jerome J. McGrath, and John A. McGrath for United Mine 
Workers of America. 

Jerome J. McGrath and John A. McGrath for Fuels Research Council, Inc. 

Charles V. Shannon and Louis Flag for Michigan Consolidated Gas Co. 

Keith Foreman for J. 8S. Michael Company and J. S. Michael. 

Robert Derengoski for State of Michigan and Michigan Public Service 
Commission. 

Robert L. Russell, Robert W. Perdue, and Lloyd E. Dietrich for the staff of the 
Federal Power Commission. 

Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 
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OPINION 


This consolidated proceeding involves fifteen interrelated applications for 
certificates of public convenience and necessity under Section 7 of the Natural 
Gas Act. Trunkline Gas Company (Trunkline) seeks authority to expand and 
extend its existing transmission system to provide natural gas service to Con- 
sumers Power Company (Consumers) of Jackson, Michigan. Michigan Gas 
Storage Company (Storage Company) seeks authority to utilize existing fa- 
cilities to transport a portion of this Trunkline gas to Consumers. The remain- 
ing applicants named above are independent producers of natural gas and seek 
authority to sell and deliver natural gas to Trunkline from fields in Texas 
and Louisiana to carry out this project. 

On April 1, 1959, the examiner who presided at the hearing in this proceeding 
issued his initial decision denying all of the applications. Exceptions to this 
decision were filed by applicants Trunkline, Storage Company (filed jointly with 
Consumers), Pan American Petroleum Corporation (Pan American), Phillips 
Petroleum Company (Phillips), Union Oil Company of California (Union), The 
Superior Oil Company (Superior), Nicklos Oil and Gas Company (Nicklos), and 
Tidewater Oil Company (Tidewater). Exceptions were also filed by inter- 
veners Battle Creek Gas Company (Battle Creek), Michigan Consolidated Gas 
Company (Michigan Consolidated), Michigan Gas Utilities Company (Michi- 
gan Gas), and Michigan Public Service Commission (Michigan Commission), as 
well as by Commission staff counsel. Oral argument before the Commission 
was held on April 9, 1959. 

Upon consideration of the entire record in this proceeding, we conclude that 
the examiner’s decision is in error, that certificates of public convenience and 
necessity should be issued to all of the applicants herein, subject, however, to 
the terms and conditions hereinafter set forth, and that Trunkline should be 
directed to render natural gas service to intervener, Michigan Gas, as herein 
provided. 

All of the applications in this proceeding relate to Trunkline’s proposal to sell 
up to 135,000 Mcf of natural gas per day to Consumers for resale in some 300 
Michigan communities served by Consumers.’ To render this service, Trunkline 
proposes to increase its system capacity from 375,000 Mcf per day to 510,000 
Mcf per day by partially looping its existing mainline transmission system and 
adding new compression, and by extending that system 204 miles from its present 
terminus at Tuscola, Illinois to the Michigan-Indiana border near White Pigeon, 
Michigan where it will connect with gas transmission facilities to be constructed 
by Consumers. Trunkline also proposes to construct new gathering lines to 
connect the additional gas supplies in Texas and Louisiana. It is anticipated 
that Consumers will take gas from Trunkline at approximately 100 percent load 
factor, and to this end Consumers plans to develop and convert two fields 
(Overisel and Northville) in Michigan to storage operations by 1960 and to store 
Trunkline gas there during off-peak periods.2 The average proposed charge for 
gas delivered to Consumers is 45.75 cents per Mcf (at 100 percent load factor) 





1Trunkline has contracted to deliver to Consumers a maximum daily quantity of 
100,000 Mcf commencing October 1, 1959, and increasing to 125,000 Mcf by October 1, 
1960, and to 135,000 Mcf by October 1, 1961. Their agreement provides for annual in- 
creases thereafter up to a maximum of 200,000 Mcf per day by October 1, 1963. Only the 
service up to 135,000 Mcf per day by October 1, 1961, is proposed in Trunkline’s present 
application. 

2Consumers has obtained certificates of public convenience and necessity from the 
Michigan Commission to construct and operate the pipelines and compressor facilities 
required to transport, market and store the proposed Trunkline supply. 
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and is based upon the entire incremental cost of Trunkline’s proposed project.’ 
Trunkline also proposes an annual minimum bill equal to the sum of the monthly 
demand charges plus a commodity charge based upon 95 percent use of the con- 
tract demand. 

Storage Company, a natural gas company which owns and operates a gas 
transmission system and three gas storage fields in Michigan, provides gas serv- 
ice on a cost-of-service basis to Consumers, which is its sole customer. Consum- 
ers at the present time receives practically its entire gas supply from Storage 
Company. Storage Company in turn obtains its natural gas supply from Pan- 
handle Eastern Pipe Line Company (Panhandle). By its application in this 
proceeding, Storage Company proposes to use its presently installed facilities to 
transport a portion of the Trunkline gas for Consumers between market areas 
in Consumers’ service area, thus avoiding duplication of pipeline facilities. 

The independent producer applicants propose to sell and deliver natural gas 
to Trunkline in Brazoria and Galveston Counties, Texas, and in offshore Cam- 
eron and Vermilion, and onshore Vermilion Parishes, Louisiana. The proposed 
initial price is 20 cents per Mcf for the Texas gas, and 22 cents per Mcf for the 
Louisiana gas. Trunkline relies upon this gas supply in support of its proposed 
expansion in this proceeding, and the Texas and Louisiana contracts are by 


their terms made contingent upon the receipt of a satisfactory certificate by 
Trunkline. 


Consumers’ Need for Gas and Proposed Facilities and Plan of Operation 


Consumers is not a natural-gas company subject to the Commission’s juris- 
diction and seeks no authorization from the Commission in this proceeding. It 
intervened, however, to support the appiications filed herein and presented 
evidence to show (1) its critical need for this new supply of gas to serve addi- 
tional space heating customers and to meet the requirements of its existing cus- 
tomers, and (2) its plan for constructing, operating, and financing the facilities 
required to bring this new gas supply to its markets. 

The examiner found that the public need and market requirements for natural 
gas in Consumers’ service area are critical and that Consumers has a need for 
the gas which it has contracted to purchase from Trunkline and which Trunk- 
line here seeks authority to deliver and sell to it. He further found that Con- 
sumers’ plan to develop and convert the Overisel and Northville fields to storage 
operations, including the planned remedial program in connection therewith, 
would permit Consumers to carry out its operations substantially as proposed 
and without undue capital costs. The record supports the examiner’s findings, 
and we adopt them as our own. The record further shows that no objections 
have been raised to Consumers’ plan for financing its construction program; 
and, as we have noted, Consumers has obtained certificates of public convenience 
and necessity from the Michigan Commission to construct and operate the pipe- 


* This compares with the present rate of 27 cents per Mcf to Panhandle Eastern Pipe 
Line Company (Panhandle) which under Trunkline’s proposal would continue in effect 
after completion of the expansion program. ‘Trunkline’s transmission system connects 
with that of Panhandle at Tuscola, Illinois; and with the exception of minor sales by 
Trunkline to some twenty distributors serving communities along its pipeline route (about 
10 percent), all of Trunkline’s present supply of gas is delivered and sold to Panhandle 
at Tuscola. Under its proposed plan of operation, Trunkline would continue to make 
deliveries to Panhandle at Tuscola, and would make its deliveries to Consumers at the 
Michigan-Indiana border. 

“Storage Company is owned by Consumers (75 percent) and Panhandle (25 percent). 
Trunkline is a wholly owned subsidiary of Panhandle. 


556-794— 6347 
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lines and compressor facilities required to transport, market and store the 
Trunkline gas. 

Clearly there is a more than adequate market for the gas which Trunk- 
line here proposes to sell to Consumers, and Consumers is both willing and able 
to utilize this gas to meet the needs of its customers in Michigan. 


Trunkline’s Proposed Facilities, Cost of Construction, Design, Financing, and 
Yconomic Feasibility 


The examiner found that Trunkline’s proposed facilities would enable it to 
deliver maximum contract quantities of natural gas to all of its customers and 
would make the operation of its system more flexible; that the design of the 
proposed facilities represents sound engineering; and that the estimated cost 
of $81 458,000 is reasonable. The examiner further found that Trunkline’s plan 
for fiuancing is adequate and that the project is financially feasible. As for 
economic feasibility, the examiner found that even though there is a question as 
to Trunkline’s incremental cost allocation method, a proper rate can be de- 
signed. He therefore found Trunkline’s project to be economically feasible at 
a price for gas which would recover the cost of the proposed service, including 
a reasonable rate of return. No exceptions to these findings by the examiner 
have been filed by any of the parties hereto. The findings are supported by the 
record, and we adopt them as our own. 







Trunkline’s Gas Supply 


Trunkline’s gas reserve and availability estimates prepared by the firm of 
DeGolyer and McNaughton show total proved gas reserves, as of January 1, 
1958, amounting to 3,345,185 MMcf. Minor contract additions and replacements 
further increase this total to 3,683,164 MMcf. Trunkline claims that these re- 
serves are ample to meet its entire system requirements, including the proposed 
sales to Consumers, for a period of 15 years—the deliverability life of the re- 
serves—and that the reserve life index for its system is 20.6 years. 

The record discloses that an estimated 371,763 MMcf which Trunkline has 
classed as proved recoverable reserves is from certain reservoirs which have not 
been flow tested. Trunkline claims these reserves as proved on the basis of core 
analysis and electrical logs, and on the basis of flow tests from other formations 
in the same field. The examiner concluded that the evidence offered by Trunk- 
line to support these estimated reserves in the non-flow tested reservoirs was too 
tenuous to be used in determining proved recoverable reserves. He therefore 
denied the 371,763 MMcf. He found, however, that denial of these reserves 
did not require the denial of Trunkline’s application for lack of gas supply, since 
even if these reserves are eliminated Trunkline’s reserve life index and the de- 
liverability life of its reserves are conceded to be 18.5 and 13.5 years respectively, 
and this meets the criteria of recent Commission decisions. 

We agree that the gas supply available to Trunkline meets the criteria of 
recent decisions. Some clarification, however, is required. All of the evidence 
of record regarding reserve life index and deliverability life is based on a start- 
ing date of January 1, 1958, whereas the expanded service which Trunkline 
proposes will not commence until the latter part of 1959 and 1960 will be the 
first calendar year of service. In considering the adequacy of Trunkline’s gas 
supply, we are concerned with the number of years the expanded service can be 
rendered. Thus, any computation of reserve life index and deliverability life 
from a starting date prior to the time when the service is to commence is 
misleading. 
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As stated above, the record shows that as of January 1, 1958, the deliverability 
life claimed by Trunkline is 15 years. The record also shows that certain res- 
ervoirs were not flow tested, and there is a question as to the availability of 
gas from these reservoirs. The record further shows that if the gas reserves 
claimed to be in the non-flow tested reservoirs is excluded, the deliverability 
life is reduced to 13.5 years. It is evident, therefore, that if a more significant 
starting date of January 1, 1960, is used in computing deliverability life, the 
deliverability life of Trunkline’s gas supply is a maximum of 13 years and a 
minimum of 11.5 years. Although this is minimal, we consider the gas supply 
available to Trunkline to be reasonably adequate. 


Trunkline’s Proposed Tariff and Rates 


As the foregoing discussion shows, the examiner found that there is an ade- 
quate market for Trunkline’s expanded gas service, that Trunkline’s gas supply 
is adequate to support the expansion, that Trunkline’s proposed facilities are 
adequate to render the service proposed and are well designed, that the esti- 
mated cost of construction is reasonable, that the project is financeable, and 
that the project is economically feasible. It would appear, therefore, that 
Trunkline, who is able and willing to render the proposed service, has satisfied 
the established requirements for the issuance of a certificate of public con- 
venience and necessity under Section 7 of the Act. The examiner nevertheless 
denied Trunkline’s application. The examiner was in error. 

The examiner found that Trunkline, by proposing to render service only to 
Consumers, was by indirection attempting to assume functions of allocation 
which were properly entrusted by Congress to the Commission alone. To meet 
the requirements of the Act, he found that the Commission has no alternative 
but to reopen the record for the purpose of permitting Panhandle’s and Trunk- 
line’s customers to show their requirements in order to get their fair share of 
the expanded capacity; or to reserve the new capacity until an allocation pro- 
ceeding can be concluded. Since, in his opinion, the additional facilities required 
to meet the needs of such customers would undoubtedly be far in excess of 
Trunkline’s present proposal, to the extent of being an entirely different project, 
he concluded that the applications in this proceeding must be denied. 

There is no justification for the examiner’s conclusion that this project must 
be rejected simply because Trunkline proposes to utilize its increased capacity 
to serve one or two new customers without making this increased capacity 
available to its existing customers and Panhandle’s customers as well. Of the 
customers of Trunkline and Panhandle who are parties to this proceeding, only 
two, Michigan Gas and Battle Creek, presented evidence of their market require- 
ments in support of an allocation of gas. All issues of allocation which have 
been raised on the record in this proceeding are herein disposed of. Trunkline 
has proved the market for its gas in this proceeding and has otherwise demon- 
strated that its proposed project is required by the public convenience and 
necessity. The fact that there may be a need for gas in markets other than 
those which Trunkline here proposes to serve, and that others who are not 
parties to this proceeding may have a need for additional or new gas supplies, 
is no justification for denying the applications in this proceeding. 

Trunkline’s proposed rates to Consumers are set forth in its proposed Rate 
Schedules P-2 and R-2 (Exhibit 21). Rate Schedule P-2 is limited in availa- 
bility to Consumers alone, and is for a three-year period from October 1, 1959 
to September 30, 1962, in accordance with the letter agreement of June 25, 1958, 
between Trunkline and Consumers. Trunkline’s proposed rates are based on 
the cost to Trunkline of the additional gas to be purchased and the additional 





710 FEDERAL POWER COMMISSION 


facilities to be constructed to make the proposed sale. The rates also reflect 
all other costs and expenses assignable to the gas to be delivered to Consumers, 
including a 614 percent return to Trunkline on its additional investment. 

Rate Schedule P-2 applies to all gas to be delivered by Trunkline to Consumers 
on a firm basis. It provides for a monthly demand charge of $3.57 per Mcf of 
contract quantity, and a commodity charge of 34 cents per Mcf for gas delivered 
during the billing month. It also contains provision for an annual minimum bill 
consisting of the sum of the monthly demand charges for the billing year, plus 
a commodity charge of 34 cents per Mcf based on 95 percent use of the annual 
contract demand. 

Trunkline’s proposed Rate Schedule R-2 is for natural gas which Trunkline 
may sell and deliver to Consumers in excess of Consumers’ purchases under Rate 
Schedule P-2. The rate to be paid by Consumers for gas purchased under Rate 
Schedule R-2 is 45.75 cents per Mcf, which approximates the rate to be paid 
for gas under Rate Schedule P-2 at 100 percent load factor. 

In contrast to the 45.75 cents per Mcf which Trunkline proposes to charge 
Consumers, Trunkline’s charge to its parent, Panhandle, as hereinabove indicated 
(footnote 3) for natural gas delivered by Trunkline to Panhandle at Tuscola, 
Illinois, is approximately 27 cents per Mcf.° This price differential results from 
Trunkline’s assignment of all of the costs of its proposed project to the gas for 
Consumers, Trunkline’s charge to its parent, Panhandle, as hereinabove indicated 
cost rates to Consumers, taking the position that the rates to Consumers should 
be determined on the basis of a partial rolled-in cost allocation. The examiner 
agreed with staff’s general position. He concluded that the proposed rates are 
not in the public interest, and that they should be redesigned on the basis of a 
complete rolled-in allocation of costs. 

The examiner correctly concluded that Trunkline’s rates to Consumers should 
not be based on incremental costs, and we shall condition the certificate herein 
issued to Trunkline to require the filing of revised rate schedules as hereinafter 
prescribed. 

Trunkline’s existing and proposed facilities will constitute an integrated 
pipeline system, and the costs associated with the additional facilities and new 
gas supply with which Trunkline here seeks to expand this integrated system 
cannot be regarded as being for the exclusive benefit of any one customer or 
group of customers. 

Trunkline’s proposed cost of service to Consumers includes all of the proposed 
gas expense directly attributable to the new gas purchase contracts which Trunk- 
line asserts were executed solely to enable it to make the proposed sale to 
Consumers. However, the gas to be sold and delivered to Trunkline in accord- 
ance with these contracts will be commingled with and become a part of Trunk- 
line’s over-all gas supply. Also the record shows that the daily delivery of gas 
to be produced in accordance with these contracts will exceed the daily deliveries 
to be made by Trunkline to Consumers. Trunkline’s new gas supply will benefit 
Panhandle-Trunkline system, and the higher purchase costs of this new gas 
supply cannot properly be assigned solely to the proposed sale to Consumers. 

The record discloses that the proposed deliveries to Consumers, during the 
first two years of operation will not fully utilize the increased capacity which 


®Trunkline’s firm sales to Panhandle are billed under a two-part rate containing a 
demand charge of $2.90 per Mcf and a commodity charge of 17.5 cents per Mcf. Since 
Panhandle takes gas from Trunkline at about 96 percent load factor, the average rate is 
approximately 27 cents per Mcf. Excess gas sales to Panhandle are billed at a rate of 
27 cents per Mcf. Trunkline’s other customers receive gas at a straight-line commodity 
rate of 33 cents per Mcf. 
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will result from the partial looping program which Trunkline proposes. This 
looping program will therefore enable Trunkline to deliver increased quantities 
of natural gas to its parent, Panhandle, under its existing tariff provisions 
for delivery of excess gas. Not only would Panhandle and its exisiting cus- 
tomers be benefited by the delivery of such additional quantities of gas by 
reason of Trunkline’s partial looping program; but under Trunkline’s existing 
tariff this additional gas would be delivered at the rate of 27 cents per Mcf. 
There is no basis for the assignment of all the costs of the partial looping pro- 
gram to the proposed sale to Consumers where such discrimination may result. 

Additionally, there is evidence of record to show that Trunkline’s proposed 
looping in this proceeding is but the first step in an over-all expansion 
program. Trunkline presently proposes to loop approximately 64 percent of 
its existing main line. Staff contends that the looping of the remaining 36 
percent of the main line could increase Trunkline’s capacity by at least 200,000 
Mcf per day over and above the 135,000 Mcf proposed here, without having to 
add additional compression.*° Such additional looping will provide Trunkline 
with greatly increased capacity over and above the 135,000 Mcf without ad- 
ditional compression, and will be even greater with compression. Thus with a 
materially smaller investment than it proposes here, the Panhandle-Trunkline 
integrated system will be able to realize substantial benefits. 

The looping of Trunkline’s main line will result in increased reliability of 
operations by insuring continued deliveries in the event of a line failure in the 
looped portion, and will provide greater flexibility in Trunkline’s operations and 
service. Also the extension of its gathering system and the attachment of 
the new gas supply here proposed will not only provide reserves not hereto- 
fore connected to the system but gives Trunkline access to new locations 
from which to bring additional future gas supplies into its system. These are 
benefits which will accrue to the Panhandle-Trunkline system as an integrated 
whole. 

The Commission has consistently rejected allocation methods which would, in 
effect, assign costs of particular main line facilities to a specific customer. 
Likewise, the Commission has rejected methods which treat, for rate purposes, 
particular gas purchase contracts as being dedicated to a specific customer.’ 
Trunkline’s proposed rates, based as they are upon all the incremental costs of 
Trunkline’s expansion project, are inherently inequitable and would tax the 
customers of Consumers for benefits to be enjoyed by all of the customers of the 
integrated Panhandle-Trunkline system. 

In conditioning the certificate herein issued to Trunkline, we shall adopt 
the method of cost allocation recommended by staff and designated in this pro- 
ceeding as its Method No. 1. Under this method, unit costs are computed on 
a system-wide basis (often referred to as the Seaboard Method) based on Trunk- 
line’s main transmission system up to Tuscola, Illinois. Included in these 
rolled-in costs are all of the costs of Trunkline’s proposed new gas supply and 
its proposed main line loops. The costs of Trunkline’s proposed line extension 
northeast from Tuscola to the Michigan-Indiana border are directly assigned 
to the gas to be served through this extension, and are added to the rolled-in 
costs at Tuscola in determining the rates for this gas. The direct assignment of 
costs beyond Tuscola reflects the greater distance over which this gas must be 


*Staff’s contention here should not be construed as prejudgment of what Trunkline’s 
design in a future expansion should be. 

7™See Matter of Trunkline Gas Supply Co., 8 F.P.C. 250, 257; Matters of Panhandle 
Eastern Pipe Line Co., et al., 10 F.P.C. 185, 192; Matter of Hl Paso Natural Gas Co., 
Opinion No. 278, 13 FPC 421, 447. 
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transported, and in effect results in the creation of a new zone for Trunkline’s 
sales. Furthermore, since both Consumers and Michigan Gas will continue 
to receive a portion of their system requirements through Panhandle (who 
in turn purchases from Trunkline near Tuscola), the proposed extension by 
Trunkline from Tuscola to the Michigan-Indiana state line represents an addi- 
tional link in the transportation facilities between Tuscola (which is in Pan- 
handle’s Central zone) and the two customers (who are located in Panhandle’s 
Eastern zone). The direct assignment of costs beyond Tuscola avoids assessing 
the existing customers of Trunkline with a portion of the costs related to the dual 
transportation facilities devoted to service to Consumers and Michigan Gas, and 
thereby reflects a rate zone differential in Trunkline’s rates between Trunkline’s 
two zones. 

Trunkline’s extension from Tuscola to the Michigan-Indiana border as pro- 
posed contains capacity in excess of the volumes proposed to be transported.’ 
The rates which we shall require Trunkline to file will therefore be subject to 
reduction as the volumes of gas sold and delivered to Consumers increase over 
and above 135,000 Mcf. We shall review this matter as operating data becomes 
available, and certainly in any subsequent certificate proceeding in which there 
is a proposal to increase deliveries to Consumers; and in either event, we expect 
Trunkline to propose such lower rates as are consistent with the reduced unit 
costs of the expanded system. 

Of the three methods of allocating costs on a rolled-in basis presented by 
staff in this proceeding, staff’s recommended Method No. 1 is most appropriate 
in the circumstances of this case.° This method of allocation is consistent 
with our long-standing policy of utilizing a system-wide approach in costing and 
pricing firm service for gas delivered and sold from a company’s main line fa- 
cilities, and will best serve the public interest by providing for a fair distribution 
of costs, commensurate with the benefits to be enjoyed by all of the customers 
of the Panhandle-Trunkline system. 

Trunkline shall file revised rate schedules for its proposed sales at the Mich- 
igan-Indiana border near White Pigeon, Michigan providing for a monthly de- 
mand charge of $3.05 per Mcf of contract demand and a commodity charge of 
30 cents per Mcf for firm gas, and a rate of not more than 40 cents per Mcf 
for excess gas sold and delivered on a when, as and if available basis.” 

Regarding the 95 percent annual minimum bill provision in Trunkline’s pro- 
posed Rate Schedule P-2, no evidence was introduced by Trunkline to show the 
need or justification for such a high minimum bill. On the other hand, there 
is evidence of record to show that this annual minimum bill provision is con- 
trary to the public interest. The Assistant Chief of the Commission’s Bureau 
of Rates and Gas Certificates, presented as the staff’s policy witness on rate 
matters, testified that the high minimum bill proposed by Trunkline is unknown 
in the industry and that if a certificate is granted to Trunkline its proposed 


8 With the existing inlet pressure at Tuscola, this line will have a capacity of 200,000 
Mef per day, as compared to the 135,000 Mef which Trunkline proposes to serve in this 
proceeding. Until Consumers purchases its full contract quantities, the investment in 
this line will not be fully utilized. 

® Method No. 2 is a demand-mile, commodity-mile allocation which establishes one zone 
for the proposed extension from Tuscola to the Michigan-Indiana border. Method No. 3, 
which as modified is designated 3A in Exhibit No. 46, is a system-wide allocation applied 
to Trunkline’s existing system as well as.all of its proposed facilities. As modified, it 
assigns such system-wide costs to two rate zones (see Method 2) on the basis of historical 
rate zone differentials in Panhandle’s system. 

©The rates here prescribed have been determined in accordance with the computations 
shown in Exhibit No. 46 for Method No. 1. The average rate for firm gas under this 
two-part rate schedule at 100 percent load factor is approximately 40 cents per Mef. 
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minimum bill in Rate Schedule P-2 should be reduced to a more reasonable and 
equitable basis, namely, an annual minimum bill equal to the sum of the monthly 
demand charges, plus a commodity charge based on 75 percent instead of 95 
percent use of the contract demand. Accordingly, the revised rate schedule to 
be filed by Trunkline for firm gas to be sold and delivered near White Pigeon, 
Michigan, shall provide for a minimum annual bill of not more than the sum 
of the monthly demand charges, plus a commodity charge based on 75 percent 
use of the contract demand. 

Since we are also requiring as a condition to the certificate to be issued to 
Trunkline herein that Trunkline sell and deliver up to 6,000 Mcf of natural gas 
per day to Michigan Gas, the revised rate schedules to be filed by Trunkline 
shall contain no limitations upon availability or time of service. 

The record shows that Trunkline’s proposed tariff deviates in a number of 
respects from Commission regulations and accepted practices. Trunkline shall 
file such modifications in its tariff as are required to correct these deviations 
and make its tariff conform to Commission regulations and accepted practices. 
We shall reserve the right to prescribe such further changes in Trunkline’s 
revised filing as may be necessary to make it so conform. 


Storage Compony’s Application 


Storage Company seeks authority to utilize its existing facilities to transport 
for Consumers a portion of the gas to be received by Consumers from Trunk- 
line. The examiner found that Storage Company’s facilities are adequate to 
render this service. He found that this service will cause only a slight increase 
in Storage Company’s operating expenses, and that these additional expenses 
will have no adverse effect upon Storage Company’s earnings or income since 
they will be passed on and borne entirely by Consumers on a cost of service 
basis. The examiner further found that utilization of Storage Company’s fa- 
cilities in the manner proposed will be in the public interest in that it will 
avoid unnecessary duplication of facilities and result in savings to Consumers 
and its customers. Storage Company’s application is uncontested, and no excep- 
tions to the foregoing findings of the examiner have been filed. We adopt the 
examiner’s findings, and shall issue a certificate authorizing the proposed trans- 
portation service. 

The Interveners’ Cases 


Interveners Battle Creek and Michigan Gas, not now customers of Trunkline, 
presented evidence in support of requests for allocations of gas from Trunkline’s 
proposed project. Trunkline has agreed to sell Michigan Gas the 6,000 Mcf 
which it seeks if the Commission finds the sale to be required by the public 
convenience and necessity. Trunkline, however, opposes any allocation of gas 
to Battle Creek in this proceeding. 

Battle Creek seeks an allocation of 4,000 Mcf per day during the five winter 
months from November through March of each year. It seeks no gas during 
the rest of the year. Battle Creek proposes to purchase this gas at Tuscola, 
Illinois, and have it transported through Panhandle’s facilities in the same 
manner as other gas which Battle Creek is presently purchasing from Pan- 
handle. Battle Creek’s service area is surrounded by areas to which Trunkline’s 
additional gas supply will be made available through Consumers, and Battle 
Creek contends that Trunkline’s proposed service should extend to the areas as 
a whole and not be limited to service to any preferred customer. 

The examiner rejected Battle Creek’s request for a reserved allocation of 
Trunkline’s gas. He found that Battle Creek has made no showing that it is 
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economically feasible for Trunkline to render service to it, or that it is eco- 
nomically feasible for Battle Creek to buy gas for five months of the year under 
a rate schedule for year-round firm service, as it here proposes. He also found 
that there is no proof in the record that appropriate contractual arrangements 
have been or could be reached, or any evidence of the costs or the operating 
difficulties associated with the delivery of the gas to Battle Creek. We agree 
with these findings and with the examiner’s conclusion that Battle Creek’s re- 
quest for gas in this proceeding must be denied. 

Michigan Gas distributes gas in a service area which extends across the 
southern part of Michigan. This service area is divided into a Western Divi- 
sion and a Southern Division. Michigan Gas seeks 6,000 Mcf of firm gas per day 
from Trunkline for the Coldwater District of its Southern Division which is 
presently served with gas purchased from Panhandle. It proposes to construct 
an 18-mile lateral at an estimated cost of $416,000 to connect its existing facili- 
ties at Sturgis, Michigan with Trunkline’s proposed extension at its terminus 
on the Michigan-Indiana border near White Pigeon, Michigan. 

The examiner found that Michigan Gas’ proposed line is financeable, that it 
is adequate to transport the gas from Trunkline, and that its cost is reasonable. 
He found, too, that Michigan Gas has a compelling need for this additional 
supply of gas. The record supports these findings of the examiner; and we 
conclude, as he did, that Trunkline should be ordered to establish physical con- 
nection of its proposed facilities with the proposed facilities of Michigan Gas, 
and to sell and deliver up to 6,000 Mcf per day to Michigan Gas at the terminus 
of its proposed facilities near White Pigeon under the revised rate schedules 
prescribed by this order. 

Certain other interveners have requested allocations of gas from Trunkline, 
but presented no evidence in this proceeding. These requests must be denied. 
Several of these interveners have, in the alternative, requested the imposition 
of a condition in the certificate herein issued to Trunkline which would prevent 
any part of the cost of the proposed project from being allocated to Trunkline’s 
existing customers, including Panhandle, or to Panhandle’s existing customers. 
These interveners, who are presently purchasing gas from Panhandle, contend 
that they will receive no benefit from Trunkline’s proposed project. As we 
have already found, there is no merit in this argument. Trunkline’s added gas 
supply will in fact benefit Panhandle and its customers, and they will receive 
additional substantial volumes of gas by reason of the facilities which Trunk- 
line here proposes to construct and operate. They will also benefit from the 
addition of new areas as sources of supply to the Trunkline system, and from 
the increased flexibility and reliability of service which will be realized through 
the expansion of Trunkline’s system. The requests of these interveners for a 
condition in Trunkline’s certificate limiting the allocation of cost must be denied. 


The Producer Applications 


As we have already noted, Trunkline’s expansion program is dependent upon 
the gas supply contracts which are the subject of the producer applications in 
this proceeding. In turn the contracts are made contingent upon the issuance 
of a satisfactory certificate to Trunkline. These contracts fall into two groups 
on the basis of price and location. The first group includes the Texas contracts 
which provide for the delivery and sale of gas in Galveston and Brazoria Coun- 
ties in Texas Railroad Commission District No. 3 at an initial price of 20 cents 
per Mcf. The second group includes the Louisiana contracts which provide for 
the delivery and sale of gas in offshore Cameron and Vermilion Parishes, and 
onshore in Vermilion Parish, at an initial price of 22 cents per Mcf. 








FEDERAL POWER COMMISSION 715 


The evidence shows that these contracts were negotiated at arm’s-length, that 
there is no affiliation between the producers and Trunkline, that the producers 
are able and willing to sell their gas to Trunkline in accordance with the terms 
of the contracts, and that there is a market for their gas. Apart from the 
question of initial price, which we shall discuss below, the producers have satis- 
fied the requirements of Section 7 of the Natural Gas Act for the issuance of 
certificates of public convenience and necessity. The price issue is here 
determinative. 

The examiner denied the producers’ applications for failure to show that the 
proposed initial prices are required by the public convenience and necessity 
under the standards of Section 7 of the Act.” His finding, however, is not 
based upon the producers’ failure to justify these prices on the basis of cost or 
comparative price data. Instead, he found that these prices, i.e., the differential 
between the prices in these new Trunkline contracts and Trunkline’s existing 
contracts, were the cause of Trunkline’s proposed incremental cost rate to Con- 
sumers; and since he had already found that the incremental cost rate was 
contrary to the public interest and not required by the public convenience and 
necessity, he was led to conclude that the same is true for the producer prices 
which gave rise to the incremental cost rate. 

The examiner erred in denying the producers’ applications on this basis. 
There is no evidence that Trunkline could have contracted for these gas supplies 
at any lower prices, or that it would not have proposed an incremental cost rate 
to Consumers had it been able to acquire the gas at lower prices. The effect of 
the examiner’s reasoning is to require a producer in a certificate case to show, 
at his peril, that the rates which a pipeline purchaser proposes to charge on 
resale are required by the public convenience and necessity. We know of no 
authority for imposing such an impossible burden upon a producer in a certificate 
ease. In any event, we have found in this case that a certificate should be 
issued to Trunkline upon the filing of a revised rate schedule, and there is 
no basis for denying the producers’ applications because of any relationship 
between the initial contract prices and Trunkline’s proposed incremental cost rate 
to Consumers. 

The Commission has heretofore certificated sales of natural gas in Louisiana 
at prices as high as the 22 cents per Mcf proposed here in the Louisiana con- 
tracts. No party to this proceeding has recommended the imposition of a rate 
condition for these sales, or objected to the certification of these sales because 
of the price. Inasmuch as we have certificated similar sales in Louisiana, and 
there is no evidence that the proposed 22 cent price will adversely affect the 
public interest, we shall issue certificates herein authorizing the sales under the 
Louisiana contracts. 

The proposed initial price of 20 cents per Mcf in the Texas contracts may, 
however, establish a new high price for jurisdictional sales in the State of Texas, 
and the Commission’s staff has recommended the imposition of a rate condi- 
tion if we are to certificate these Texas sales. 

The highest prices heretofore certificated by the Commission in Texas are 17.5 
and 18 cents per Mcf, with the possible exception hereinafter discussed. These 
are for sales to Coastal Transmission Corporation in Brazoria, Galveston, Mata- 
gorda and Wharton Counties in Texas Railroad Commission District No. 3. 
There are twelve such sales, eleven at the 17.5 cent price and one at the 18 
cent price. 


“The examiner would deny these applications in any event because of his denial of 
Trunkline’s application. 
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The examiner found that the Commission has certificated a price as high as 
21.5 cents per Mcf in Railroad District No. 3. The sale referred to is a sale to 
Transcontinental Gas Pipe Line Corporation of. gas from the offshore High 
Island Field. The examiner treated this sale as a sale in Railroad District 
No. 3, and from this he concluded that the proposed Texas sales, if certificated 
at all, should be approved without condition as to price, following the same 
reasoning as in the case of the Louisiana sales. Staff contends that this sale 
of gas from High Island is not a sale in Texas, but is by its terms a sale in 
Louisiana, since the gas purchase contract with the producer, Magnolia Petro- 
leum Company, specifically provides for delivery of the gas and transfer of title 
to Transcontinental at a point in Cameron Parish, Louisiana, and for reim- 
bursement to Magnolia for Louisiana gathering and severance taxes. Whether 
this High Island sale at 21.5 cents per Mef is a Texas sale or a Louisiana sale, 
we do not decide in this proceeding. We do recognize, however, that this sale 
may have some effect on the level of competitive prices for gas produced in the 
Texas Gulf Coast area, and particularly for gas produced in Railroad District 
No. 3 where the proposed sales to Trunkline will be made. 

In the light of the experience we have gained over the past several years, 
and recognizing the increasing demand for gas at higher prices, we are of the 
opinion that we should give more weight to the element of price in determining 
‘ public convenience and necessity so as to discourage further price increases 

unless the need therefor can be clearly shown. The question remains, however, 
as to the nature of the evidence and the extent of the showing required for a 
producer applicant to prove that a proposed initial price is required by the public 
convenience and necessity. There is also a question of what limitations, if any, 
there may be upon the Commission’s authority to require by way of a condition 
in a certificate an initial price lower than that specified in the contract between 
the producer and his buyer. 

The question of the Commission’s authority to impose price conditions in 
certificate proceedings was reviewed in the Signal case,” and the Commission’s 
authority was there confirmed. We are concerned, however, by what appear 
to be conflicting interpretations of the Act in the Supreme Court's earlier decision 
in the Mobile case™ and in the Tenth Circuit’s recent decision in Phillips Petro- 
leum Company v. F.P.C2* Although neither of these decisions involved the 
reduction of a contract rate by a condition in a certificate, they did consider 
the generic question of the Commission’s authority to require changes in price 
provisions established by contract between seller and buyer. In both cases, 
this authority was denied with language to the effect that initial rates are 
properly established by contract between seller and buyer, and that such rates 
may be changed only by mutual agreement of the parties in accordance with the 
procedures of Section 4 of the Act, or after investigation under the procedures 
of Section 5(a) of the Act. The full implication of these decisions is not yet 
apparent insofar as producer certificate proceedings are concerned. Certainly, 
the application of the Mobile rationale to such proceedings would facilitate their 
speedy disposition and would relieve, to some degree, the administrative burden 
of the Commission. On the other hand, we cannot forget that regulation under 
the Act is in the interest of and for the protection of the consuming public, 
that the test to be applied in issuing certificates under Section 7 of the Act is 

the public convenience and necessity, and that price is an important element 














































33 Matters of Cities Service Gas Company, Docket Nos. G—2569, et al.; affirmed, Signal 
Oil € Gas Co. v. F.P.0., 238 F. 2d 771 (1956) ; cert. den., 853 U.S. 923. 


18 United Gas Pipe Line Co. v. Mobile Gas Service Corp., 350 U.S. 332. 
14 258 F. 2d 906. 
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of public convenience and necessity. We are of the opinion, that under Signal we 
have the right to condition initial prices where required by the public con- 
venience and necessity, and we shall continue to exercise this authority where 
appropriate. We, nevertheless, recognize that considerable weight must be 
given to initial contracts which have been freely negotiated between willing 
sellers and buyers in a competitive market, and which may well reflect the value 
of the gas in the particular market and under the circumstances of the particular 
transaction more accurately than any other evidence which may be adduced. 
This brings us to the question of proof. 

Generally it is not feasible or even possible in the confines of producer 
certificate proceedings to obtain evidence of costs, and we have not required 
such evidence in these cases. We have therefore looked to comparative field 
price evidence in considering the initial prices of independent producers. Field 
price, however, does not provide as simple and accurate a standard as we 
would desire, and we recognize the limitations inherent in such evidence. 
There are necessarily many factors which affect the level of prices to be found 
in any given area. Thus the historical development of a particular field or 
producing area, the distance from available markets, the number of pipelines 
seeking gas in the area and the extent of the competition between them, the 
volumes of gas being delivered, the extent of the reserves involved, the term of 
the contract, the quality of the gas, the delivery pressure, provisions for 
future price changes, the impact of local conservation laws, the depth of the 
sands in which the gas is found, and so on, are factors of the kind which 
affect the price of any given sale of gas. The great number of such factors, 
and the varying weight to be assigned to them in analyzing particular sales 
for the purposes of comparison, make field price a difficult standard to apply. 
Nevertheless, it is the only feasible standard available to us in these initial 
price cases. The application of this standard in any case necessarily becomes 
a matter of judgment for the Commission, which must consider the available 
field price evidence in balance with all the circumstances of the sale under 
consideration. Certainly the negotiated contract of the parties, if made at 
arms-length under competitive conditions which are representative of the mar- 
ket for natural gas in the areas, must be given considerable weight in this 
balance, as must any outstanding features of the proposed sale which may 
distinguish it from other sales in the area. Because the application of this 
standard, and the proof required to show that a proposed initial price is 
justified under the test of public convenience and necessity can be demon- 
strated only by reference to the facts of record in a specific case, we shall 
turn here to the record in the present proceeding. 

As we have already noted, the record in this proceeding shows that the 
proposed initial price under the Texas contracts, if approved, may establish a 
new high for jurisdictional sales in the Texas Gulf Coast area. The record 
also shows that approval of this high initial price would cause the triggering 
of first-party favored nations clauses in existing Trunkline purchase con- 
tracts. Under these circumstances, we cannot find that the proposed 20-cent 
price is required by the public convenience and necessity in the absence of 
substantial proof. However, the record contains such substantial proof, and 
we shall issue certificates for these sales. 

The record shows that Florida Power and Light Company has contracted 
to purchase gas from numerous fields in Railroad Districts Nos. 2,-3 and 4 
in the Gulf Coast area of Texas at a price of 19.5 cents per Mcf. The gas 
thus purchased will be transported by Coastal Transmission Corporation in 
interstate commerce pursuant to a certificate issued by the Commission on 
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December 28, 1956, in the Matter of Houston Texas Gas & Oil Corporation, et al., 
16 F.P.C. 118. The 17.5 and 18 cent sales to Coastal, referred to above, 
were certificated in this same proceeding. The 17.5 and 18 cent resale gas 
and the 19.5 cent transportation gas are part of the over-all gas supply to 
be delivered to new markets in Florida through the facilities of Coastal and 
Houston Gas certificated by the Commission in that proceeding; and, as was 
shown in that proceeding, the 19.5 cent transportation gas constitutes a sub- 
stantial part of the Texas gas supply for the Florida project. Although the 
direct sales to Florida Power and Light Company are not jurisdictional and 
therefore have not been certificated by the Commission, and although the price 
is subject to escalation up or down with changes in the price of Bunker “C” 
fuel oil, these sales constitute an important segment of the market for gas 
in the Texas Gulf Coast area, and like other non-jurisdictional sales so have 
an effect on the interstate market.” 

The record contains uncontradicted testimony that the current competitive 
level of prices in Brazoria and Galveston Counties is 20 cents per Mcf, and 
that the demand for gas for intrastate uses in this highly industrialized area 
at this price is so great that Trunkline would not be able to buy any significant 
reserve at lower prices. As evidence of this demand, Texas Electric Power 
Company has recently executed a contract for the purchase of gas from 
Brazoria County for intrastate consumption at an initial price of 21.5 cents 
per Mcf, with provision for escalation of 2 cents every four years. In the 
face of the demand for intrastate gas in this area at 20 cents per Mef, it 
appears that certification of the proposed interstate sales near that level in 
this proceeding is necessary if these extensive reserves are to be preserved for 
the interstate market and be made available to meet the critical need for gas 
by consumers in Michigan as has been demonstrated in this proceeding. 

The record further discloses that Texas Illinois Natural Gas Pipeline Com- 
pany has contracted for the purchase of gas in Railroad District No. 4 at 
initial prices of 18 cents and 19.5 cents per Mcf. This matter is presently 
before the Commission in Docket Nos. G-14829, et al.* There is also evidence 
of an 18 cent sale to United Gas Pipe Line Company in Railroad District No. 4 
which is now before the Commission, and for which temporary authority has 
been issued, in Docket Nos. G-—16563, et al. The record also discloses that 
Consolidated Edison has contracted for the purchase of gas in Railroad Dis- 
tricts Nos. 2 and 4 at 19.25 cents per Mcf. These purchases were the subject 
of the transportation service proposed by Transcontinental Gas Pipe Line Cor- 
poration in Docket Nos. G—13143, et al., and rejected by us in our Opinion 
No. 315. Although the Texas Illinois and United Gas sales have not been 
certificated as yet by the Commission, and the Consolidated Edison sales failed 
by reason of our denial of the transportation service, they nevertheless provide 
some indication of what prices are required to bring this gas to the interstate 
market instead of being sold for intrastate uses. 

The field price evidence in this proceeding thus indicates a pattern of prevailing 
prices for the Texas Gulf Coast area in the range of 17.5 to 21.5 cents per Mcf, 
and within this range the price of 19.5 cents per Mcf appears to predominate. 
If we were to rely upon this evidence alone, we would be inclined to condition the 
initial price for the proposed Texas sales at 19.5 cents per Mcf. However, there 


%3 The original contract price for this transportation gas was 18.5 cents per Mcf. How- 
ever, this price, by virtue of the terms of the contract, had become 19.5 cents per Mcf 
prior to the issuance of our certificate in the Houston case as the result of an increase in 
the price of fuel oil. 

% The 19.5 cent price, however, is a pipeline delivery price and not a field price. 
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are other considerations here which lead us to conclude that these sales should 
be certificated at the contract price of 20 cents per Mcf. 

These contracts are unique in several respects. In the first place they involve 
some of the largest volumes of gas yet committed to the interstate market from 
the Texas Gulf Coast area. Secondly, and most important, these contracts pro- 
vide for a firm 20 cent price for a period of ten years, without escalations or 
redeterminations. We look with favor on such firm contracts which serve to 
relieve the pressure on the rising spiral of producer prices caused by the usual 
provisions for escalations and redeterminations found in most contracts. We 
emphasize, however, that in the absence of this provision for a firm price, we 
would not be persuaded that the 20 cent price is required by the public con- 
venience and necessity; and, it will not be sufficient for producers hereafter 
seeking certificates to support their applications by reference to our action in 
this proceeding without taking proper account of this factor of firm price. We 
shall closely scrutinize any such proposed sales in this area under contracts 
which provide for price escalations or redeterminations above 20 cents per Mcf 
within a period of five years, and in the absence of a clear showing that such 
prices are required by the public convenience and necessity, we shall either deny 
the applications or impose price conditions. 

We shall issue certificates herein to the producer applicants authorizing the 
proposed sales to Trunkline in Texas at the initial contract price of 20 cents per 
Mcf. 


The Commission further finds: 


(1) Trunkline is a “natural-gas company” within the meaning of the Natural 
Gas Act as heretofore found by the Commission. 

(2) Trunkline’s proposed facilities hereinabove referred to, and more fully 
described in its application, will be used in the transportation and sale of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, and 
such facilities, together with the construction and operation thereof, are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) Trunkline’s proposed sale of natural gas hereinabove referred to, and more 
fully described in its application, will be made in interstate commerce for resale 
for ultimate public consumption, subject to the jurisdiction of the Commission, 
and such sales are subject to the requirements of subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 

(4) Subject to the requirements of our order herein and the conditions of the 
certificate herein issued, Trunkline is able and willing properly to do the acts 
and to perform the services proposed and to conform to the provisions of the 
Natural Gas Act and the requirements, rules and regulations of the Commission 
thereunder. 

(5) The construction and operation of the facilities proposed by Trunkline, 
and the sales of natural gas proposed by it are required by the public convenience 
and necessity, and a certificate should be issued to Trunkline as hereinafter 
ordered and conditioned. 

(6) The conditions attached to the certificate herein issued to Trunkline are 
required by the public convenience and necessity. 

(7) Storage Company is a “natural-gas company” within the meaning of the 
Natural Gas Act as heretofore found by the Commission. 

(8) Storage Company’s proposed operation of its presently installed facilities 
to transport natural gas in interstate commerce hereinabove referred to, and 
more fully described in its application, is subject to the jurisdiction of the 
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Commission and to the requirements of subsections (c) and (e) of Section 7 
of the Natural Gas Act. 

(9) Storage Company is able and willing properly to do the acts and to 
perform the service proposed and to conform to the provisions of the Natural 
Gas Act and the requirements, rules and regulations of the Commission there- 
under. 

(10) The proposed operation of Storage Company’s facilities to transport 
natural gas in interstate commerce is required by the public convenience and 
necessity, and a certificate should be issued to Storage Company as hereinafter 
ordered. 

(11) Each of the independent producers named above as parties to this 
proceeding is or upon initiation of the proposed sales to Trunkline will be 
engaged in the sale of natural gas in interstate commerce for resale for ultimate 
public consumption, subject to the jurisdiction of the Commission, and is or will 
be a “natural-gas company” within the meaning of the Natural Gas Act. 

(12) The sales of natural gas proposed by each of the producer applicants, 
as more fully described in their applications, are subject to the jurisdiction 
of the Commission, and such sales, together with the construction and operation 
of any facilities subject to the jurisdiction of the Commission necessary there- 
for, are subject to the requirements of subsections (c) and (e) of Section 7 
of the Natural Gas Act. 

(13) Each of the producer applicants is able and willing properly to do the 
acts and to perform the services proposed and to conform to the provisions of 
the Natural Gas Act and the requirements, rules and regulations thereunder. 

(14) The sales proposed by each of the producer applicants, together with 
the construction and operation of any facilities subject to the jurisdiction of 
the Commission necessary therefor, are required by the public convenience and 
necessity, and certificates should be issued to each of them as hereinafter 
ordered. 

(15) Exceptions to the presiding examiner’s initial decision, to the extent 
not granted, should be denied. 

(16) To the extent that it is inconsistent with this opinion and order, the 
presiding examiner’s initial decision issued April 1, 1959, should not be adopted. 


The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued to 
Trunkline, upon the conditions thereinafter set forth, for the construction and 
operation of the facilities proposed, and for the sales of natural gas proposed. 

(B) Trunkline shall within 30 days from the issuance of this order file re 
vised rate schedules for its proposed sales at the Michigan-Indiana border 
near White Pigeon, Michigan, providing for a monthly demand charge of $3.05 
per Mcf of contract demand and a commodity charge of 30 cents per Mcf for 
firm gas and a rate of not more than 40 cents per Mecf for excess gas sold 
and delivered on a when, as and if available basis; and providing for a mini- 
mum annual bill for firm gas of not more than the sum of the monthly demand 
charges, plus a commodity charge based on 75 percent load factor use of the 
contract demand. Trunkline’s revised rate schedules shall contain no limita- 
tions upon availability or time of service, and shall conform in all respects to 
Commission regulations and accepted practices. We reserve the right to pre- 
scribe such further changes in Trunkline’s revised filing as may be necessary 
to make it conform to Commission regulations and accepted practices. 

(C) Trunkline shall establish physical connection of its proposed facilities 
with those of Michigan Gas as hereinabove described, and shall sell and deliver 








FEDERAL POWER COMMISSION 721 


up to 6,000 Mcf of firm gas per day from its proposed 135,000 Mcf increased 
capacity to Michigan Gas at the terminus of Trunkline’s proposed extension 
on the Michigan-Indiana border near White Pigeon, Michigan, under the 
revised rate schedules prescribed in paragraph (B) above. 

(D) A certificate of public convenience and necessity is hereby issued to 
Storage Company to utilize its existing facilities, as proposed to transport 
natural gas in interstate commerce. 

(E) The general terms and conditions set forth in paragraphs (a), (b), (c) 
and (e) of Section 157.20 of the Commission’s Regulations Under the Natural 
Gas Act shall attach to the issuance of the certificates granted in paragraphs 
(A) and (D) above, and to the exercise of the rights thereunder. Paragraphs 
(b) and (e), however, do not apply to Storage Company. 

(F) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of said 
Section 157.20 of the Regulations, is hereby fixed at six months from the issuance 
of this order. 

(G) Certificates of public convenience and necessity are hereby issued to 
each of the independent producer applicants in this proceeding for the sales of 
natural gas in interstate commerce for resale as proposed, together with the 
construction and operation of any facilities subject to the jurisdiction of the 
Commission necessary therefor. 

(H) The certificates issued to producer applicants in paragraph (G) above 
shall be deemed accepted and of full force and effect, unless refused in writing 
and under oath within 30 days from the issuance of this order; and the facil- 
ities authorized by said certificates shall be constructed and placed in actual 
operation within six months from the issuance of this order. 

(1) The certificates issued to producer applicants in paragraph (G) above are 
not transferable and shall be effective only so long as each of said applicants 
continues the acts or operations hereby authorized in accordance with the 
provisions of the Natural Gas Act, and the applicable rules, regulations and 
orders of the Commission. 

(J) The grant of the certificates herein shall not be construed as a waiver of 
the requirements of Section 4 of the Natural Gas Act, or of Part 154 of the Com- 
mission’s Regulations Under the Natural Gas Act, requiring the filing of rate 
schedules for the service herein authorized; and is without prejudice to any 
findings or orders which have been or may hereafter be made by the Commission 
in any proceeding now pending or hereafter instituted against the applicants. 
Further, the action taken in this proceeding shall not foreclose or prejudice any 
future proceedings or objection relating to the operation of any price or related 
provision in the gas purchase contracts here involved. 

(K) Exceptions to the presiding examiner’s initial decision, not otherwise 
granted, are hereby denied. 

(1) To the extent that it is inconsistent with this opinion and order, the pre- 
siding examiner’s initial decision issued April 1, 1959, is not adopted. 

Commissioner Connole dissenting in part, concurring in part, filed a separate 
statement. Commissioner Kline concurring in part, dissenting in part, filed a 
separate statement. 


ConNOLE, Commissioner, dissenting in part, concurring in part: 

The producers in this proceeding are seeking authority to sell gas in interstate 
commerce as they are required to do by the Natural Gas Act. In doing so they 
have undertaken to demonstrate that the public convenience and necessity re- 
quires the sale. That is their burden and that is the reason a formal proceeding, 
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including a public hearing, the filing of briefs and all the paraphernalia of a fair 
hearing within Administrative Law parlance, is required. But for such a re- 
quirement in the Natural Gas Act these and any other producers could market 
their gas without the permission of anyone at the Federal Government level. 

Having undertaken to demonstrate that public convenience and necessity re- 
quires the sale, of necessity they have undertaken to show that all the elements 
of public convenience and necessity, not just one or two, require the sale. 

The Commission has been unanimous and uniform in holding that price is an 
element of the public convenience and necessity. This case once again restates 
that principle. Illustrative is the statement made at the outset of producer cer- 
tificate regulation where the Commission said Jn re Cities Service Gas Co., et al., 
G—2569, et al. (“Signal” case), 15 F.P.C. 1020 at 1021: “That we have not re- 
quired that there be filed as a necessary part of a certificate application detailed 
data regarding events or circumstances leading to and surrounding the execution 
of the contract, comparative prices in a given area or field, current market value 
of the gas proposed to be sold, and comparative prices of competitive fuels in the 
area where the subject sale is made or at the point of ultimate consumption, or 
other factors which may be relevant in determining the propriety of an initial 
rate, does not remove from an applicant the burden of showing the substantive 
merits of his proposed initial rate.” [Emphasis supplied.] 

The Examiner’s decision in this proceeding neatly summarizes the law on this 
subject referring to the position set out in the Signal order, supra, of the Court’s 
agreement with that position and the legislative history of the Act sustaining 
it. This appears on page 41 of the Examiner’s decision. 

Study of Commission decisions on this controversial subject of burden of 
proof in producer certificate proceedings will disclose how careful the Com- 
mission has been to preserve this obligation inviolate on the producers. Re- 
gardless, however, it is now perfectly plain from this decision that the burden 
does rest on the producers, that it has not been met by a mere stating of the 
eonclusion which the producer has set out to demonstrate and that unless a 
producer has sustained that burden in his affirmative case his showing will be 
fatally defective. With this conclusion I am in thorough agreement. With this 
conclusion there is no possible argument in law. 

My difference with the majority, then, comes not in the major premise but 
rather in the minor premise. Having stated plainly that the burden of proof 
rests on the applicant, majority then concludes that in this particular case that 
burden has been sustained. It is with the latter conclusion I disagree. 

It is undeniable, I think, that if the Act requires the Commission to test a 
producer’s certificate application to find whether it has met the standards of 
public convenience and necessity which embrace price then there must be some 
standard which the Commission can use. Since the Commission is now unani- 
mous that we must so test certificate applications it must follow that we are 
equally unanimous that such a standard exists. If such a standard exists it 
must be determinable, it must be measurable and it must be derivable from 
the Act. Otherwise, the Act would fail constitutionally for lack of definitiveness 
in that it would purport to create a standard without stating what that standard 
would be. 

There is no particular novelty in the problem of finding a standard for measur- 
ing so much of the concept of public convenience and necessity as is contained 
in producer pricing. It is no more nor less difficult than locating, for example, 
the standard by which to measure how much of the concept of public convenience 
and necessity must be met by pipeline applicants seeking to demonstrate ample 
reserves or deliverability positions. Nowhere in the Act do we find any refer- 
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ence to a period of years yet the Commission has consistently looked for and 
insisted on reserves of a certain number of years before it would find that the 
public convenience and necessity had been proved. 

Similarly, ratios for adequate and safe financing have been developed by the 
Commission despite the absence of explicit propositions in the Act. Many other 
examples can be cited of standards imposed by the Commission without reliance 
on specific statutory language. In all of these cases the Commission’s discre- 
tion to set standards has been upheld by the courts and in all cases the Com- 
mission’s judgment has been held not to exceed its authority. 

Accordingly, I find no reason why the Commission may not exercise the same 
discretion in finding a standard for determining whether the public convenience 
and necessity has been met in matters of producer prices as it does when it 
establishes standards for other facets of the public convenience and necessity 
concept. Certainly in other areas, the Commission does not abdicate its re- 
sponsibility to the consuming and investing public by relying on judgment figures 
reached by corporate management. Neither does it depend on the vagaries of 
the marketplace to establish what is required by the public interest, knowing 
full well that a coincidence of public and private interest is the exception rather 
than the rule. 

I have urged that this Commission adopt a standard which I have referred 
to, for purpose of convenience, as my threshold pricing standard, and have ex- 
plained at length in other orders what it involves. See, for example, my dis- 
senting statements In re Seaboard Oil Company, et al., G-11970, et al., Opinion 
No. 309 dated March 31, 1958, 19 FPC 416, and In re Transcontinental Gas Pipe 
Line Corporation, et al., G-13143, et al., Opinion No. 315 dated September 4, 
1958, 20 FPC 264, and “Threshold Prices: A Practical Proposal for Producer 
Pricing” appearing in the January 1, 1959 issue of Public Utilities Fortnightly. 

I shall not labor this concept here. I do point out, however, that in my 
judgment this record is fatally deficient in that it contains no evidence to 
sustain a conclusion as to where the standard of public convenience and neces- 
sity is found for these sales and how these producers have complied with this 
standard—manifestly the highest prices ever charged for natural gas in the 
Coastal Texas area in interstate commerce. 

Consider now what this order from which I dissent does. It adopts the 
principle that price must be proved as an element of public convenience and 
necessity. It discusses the difficulty in measuring whether it has been proved, 
commenting on the manifold “factors which affect the level of prices to be 
found in any given area.” It points out the usefulness of comparable prices 
in the area but catalogs the difficulties in reaching a conclusion on what the 
prevailing level of prices is. 

It accepts the concept of prevailing prices, then, as the standard from which 
the producer must prove his case. 

It then proceeds with an analysis only of the rates which are the very highest 
in the area and, with no evidence of comparability at all concludes that a price 
even higher than all except one nonjurisdictional, intrastate private sale is the 
prevailing price in the area. The finding is phrased this way. “The record con- 
tains uncontradicted testimony that the current competitive level of prices 
in Brazoria and Galveston Counties is 20 cents per Mcf,* * *.” 

Now, if it is so extremely difficult to locate the prevailing level of prices, and 
if so many “factors” as enumerated by majority must be taken into account to 
fix the prevailing level of prices, I cannot understand the facility with which 
the majority reach a conclusion, based on no evidence at all on any of the 
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points enumerated, that a new high price in the area represents the prevailing 
level of prices in the area. 

I applaud and agree with the determination that the prima facie level of 
prices required by the public convenience and necessity is the prevailing level 
of prices in the area and that anyone desiring to sell natural gas in interstate 
commerce higher than that price assumes the burden of demonstrating why the 
deviation is required by the public convenience and necessity. After all, we 
said this way back in the Signal orders. But I most earnestly disagree with the 
conclusion that such a standard of prima facie compliance is measured by the 
highest price yet negotiated in the area. This contradicts the very standards 
set out in the Seaboard order. 

Every price higher than 17.5¢ to 18¢ employed by majority as a measure of 
prevailing prices is irrelevant because no effort has been made by the parties 
to show comparability. More importantly, however, this record contains enough 
to disclose to what a marked degree they are not comparable and why they 
should not be used as measures of the prevailing price in the area, above which 
new sales in interstate commerce ought not be made without a showing the price 
is required by the public convenience and necessity. 

The first sales allegedly comparable are supposedly found in contrasts between 
the Florida Power and Light Company and producers in Railroad Districts 2, 
3 and 4in Texas at a level of 19.5¢ per Mcf. 

The use of the Florida Power and Light Contracts as a rate criterion is not 
valid for the following reasons: 

1) The rates start at a base price that was reduced 2¢ per Mcf below the 
originally negotiated price and fluctuate daily with each change in the price of 
Bunker “C” fuel oil in the amount of 1¢ per Mcf for each 6.6¢ change in the 
price per barrel of Bunker “C” fuel oil. 

2) There is a flat rate of 19¢ per Mcf available to power companies at their 
option. 

3) Producers under the contract have agreed to absorb one half of any in- 
crease in transportation rates that may be imposed on power companies by the 
pipeline, if the first option rate is used. 

4) No gas has moved under these contracts at all yet and nothing appears 
that will indicate what the price will be at the time the “initial rate” is changed. 
Moreover, we do not even know at what level these prices will be at any given 
point in the life of the contract because of the variables in the pricing provisions. 
(The “initial rate” must be the rate at which the gas first is bought by the power 
companies. ) 

5) The Commission majority specifically refrained from considering the rates 
for gas sold by Independent Producers for resale saying “We are not required 
in circumstances like these to consider the remote and conjectural future effect, 
if any, of the purchases of gas by Coastal and Houston Gas in the Gulf Coast 
area, on the price of gas in the State of New York, many miles from Florida, 
and served by different pipeline companies.* * *” Of course, nothing could be 
done about these prices anyway, since they had all been certificated previously 
after abridged hearings. I was necessarily absent at the time when these orders 
issued and took no part in them. A fortiori, if jurisdictional rates were of no 
concern to majority, non-jurisdictional were of even less moment. 

For all these reasons I cannot concur that the quoted prices for gas destined 
for the Florida electric utility market have had any approval by us or that they 
form a meaningful standard of the level at which the public convenience and 
necessity requires this sale proposed here. Certainly we may not contend in 
one case that we may not consider the “remote and conjectural” effect of rates 
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on other rates in the area and then, in a later proceeding, use them as justification 
and explanation of the rate level in the area having risen even higher. 

The next sale cited is truly a “rara avis.” It was so unusual that not a trade 
journal in the oil and gas field and few in the business world generally missed 
making a headline story out of it. It is the Texas Electric purchase in the Old 
Ocean field at 21.5¢. What factors governed the corporate decision of this 
utility we can only speculate about. This much seems dead certain, however. 
What a local electric utility in Texas can afford to pay for gas, the only fuel 
available for use in underfiring its boilers, can hardly have been dictated by the 
same considerations that govern the corporate decisions of interstate pipelines 
or this Commission. I should hardly call this the prevailing price in the area. 

Next, are the proposed, I repeat, proposed prices for sales to Texas Illinois 
Natural Gas Pipeline Company. If we are to determine whether a price in a 
given certificate proceeding is required by the public convenience and necessity 
by measuring it against higher rates proposed in another certificate proceeding 
still on trial we commit double error. First, we virtually decide the second 
case without a record, and secondly, we surrender the last vestiges of initial 
price regulation because there will always be someone, somewhere with a higher 
proposed price as long as we do nothing to arrest the trend. 

An increase in price is not proof that another and bigger increase is needed. 
Rather, it is evidence of how critically necessary it is to look at the rate of 
increase. It is the reason for the investigation of the rate level, not the justifi- 
cation of the level. 

And finally, the Consolidated Edison direct purchases. These are even less 
valid than the Texas Illinois purchases. The authority to build facilities to carry 
this gas to market was denied in part because the direct purchase of these 
volumes of gas would tend to raise rates unduly in the area. In any event these 
are no longer before us and certainly nothing was introduced in this proceeding 
remotely resembling a comparison study by covering all the factors described 
by majority as necessary before field prices can be said to be comparable. 

Without parrotting the frequently overworked observation that other sales 
are no measure of comparable prices in the absence of specific showing of 
comparability, I do remind the parties to this proceeding that if they propose 
to demonstrate their sales are required in terms of price by the use of sales 
somewhere in the area at prices as high as theirs, the burden is upon them to 
show why such a comparison is a justification. I do not say that these prices 
cannot be proved. I do say no effort has been made here. For example, there 
is no question that the large volumes proposed to be sold in the two Phillips 
contracts in Brazoria and Galveston Counties, Texas, represent a sale of unprece- 
dented size for these areas. The trouble is, however, the applicants have made 
no effort to show what effect, if any, this factor has and even this factor fails 
completely when we observe the number of small volume contracts in the imme- 
diate area for which authority to sell at the same price is sought. 

Not only in East Texas, however, but in the South Louisana fields there are 
sales proposed concerning which no rational effort has been made to show why 
the public convenience and necessity requires one price or another. I think 
it inevitable, then, to conclude that we must deny these independent producers 
certificates or at most to find that the sales are required only if they are made 
at levels where the public convenience and necessity does require them. I think 
this record amply shows that the highest prices for which interstate jurisdictional 
sales in Gulf Coastal Texas have been made in recent times is 17.5¢ to 18¢ per 
Mcf. Giving effect to every argument in favor of allowing ample incentives to 
the industry and making provision for every reasonable cost increase incurred, 
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I am completely unable to justify in my own mind a price higher than 17.5¢ for 
these sales. I do not say there is no justification. I only say that the applicants 
have made no effort to show any. Rather than to deny the certificates, then, 
I should authorize them on condition that they be made at that level. 

By the same rationale I should not certificate the sales in South Louisiana 
at prices as high as those proposed. It is unnecessary to suggest any level at 
which I should certificate them since this would contribute nothing to this 
statement. 

I concur in so much of this order that certificates the pipeline sale and makes 
provision for pricing the gas to Consumers Power Company in accordance with 
the allocation method suggested. I dissent to so much of the order that certifi- 
eates sales by these independent producers at the proposed prices. 


K.uIneE, Commissioner, concurring in part and dissenting in part: 


I concur that we should issue a certificate to Trunkline. However, I dissent 
strongly to the action of the majority in rolling in all costs of purchased gas, 
at least until such time as Trunkline applies for and receives further authoriza- 
tion to expand its facilities. 

In order that there may be no mistake as to my position, I wish to state that 
I will not take issue with the decision of the majority that all costs of transmis- 
sion up to Tuscola should be rolled in and not assigned to this particular sale. 
As the majority opinion points out, other customers of Trunkline than Con- 
sumers receive some benefits, either presently or prospectively, from the main 
line construction, and it would not be equitable to charge all of these costa to 
Consumers. 

A different situation exists with regard to the rolling in of costs of the newly 
purchased gas. This newly purchased gas is much more expensive than Trunk- 
line’s existing gas supply. The result of rolling in the cost of the newly pur- 
chased gas will be to shift from Consumers to the other customers of Trunkline 
costs aggregating several million dollars a year. Consumers will use the newly 
purchased gas and desires to pay for it. Trunkline’s other customers object 
strenuously to paying for this gas from which they will receive no appreciable 
benefit. The only party to the proceeding who insists that the costs should be 
rolled in is the staff. The staff does not contend that any administrative or 
regulatory difficulties will be encountered by the company or this Commission 
if we permit Consumers an incremental rate based upon the price of newly 
purchased gas only. The only argument of any consequence which it advances in 
support of its position is that it customarily requires the rolling in of costs. 
This, to me, is no reason at all. If no reason exists for following a rule other 
than that is the way matters have been handled in the past and if following the 
rule will result in no discernible benefits but will produce inequitable results, the 
rule should not be applied. It is clearly unjust and inequitable to attempt to 
shift the cost of gas purchased for Consumers to other customers of Trunkline 
who will receive no substantial benefit from it. 

I recognize that ordinarily it is necessary to roll in costs of gas. An impossible 
administrative and regulatory situation would exist if we attempted to assign 


21In doing so I am unable to resist the temptation to point this out. My Brother Kline’s 
dissent on the allocation of the cost of purchased gas is eloquent testimony of the need for 
regulation of gas prices before not after the damage is done. For certainly the difficulty 
in allocating cost of purchased gas would be materially reduced if these sales were r=t 
made at record high prices for Gulf Coast Texas. I daresay a change in the Commission's 
action at the beginning of the pipeline would be worlds more effective than a change in our 
action concerning the end of it. 
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to each segment of the market its own individual supply of gas. I also recognize 
that when Trunkline makes any further expansion it may very well be necessary 
to require it to roll in all costs of purchased gas, including the supply here deliv- 
ered to Consumers. But until such time as Trunkline expands further or until 
some showing is made that under the circumstances of this particular case a good 
reason exists for rolling in these costs of purchased gas, I dissent from the re- 
quirement that the costs be rolled in. 

Although the Commission has usually followed the doctrine of rolling in 
costs, it has often refused to do so when an inequitable or unjust result would 
occur if the costs were rolled in. See In the Matter of Colorado Interstate 
Gas Company, 19 FPC 1012 at 1021, where we said: 


* * * we do not believe that we should blindly adhere to a principle where 
it is apparent that to do so will lead to unfair and inequitable results. 


In the Matter of Natural Gas Pipeline Company of America, 12 FPC 708, is 
almost directly in point. There, the Commission’s holding is succinctly ex- 
pressed in the syllabus as follows: 


























Commission concludes that a two-block rate form for Natural’s “outside” 
customers is just and reasonable, and that an overall rolled-in rate would | 
be unduly discriminatory against the Chicago companies and unduly pref- 

erential in favor of the “outside” customers. 








See also, In the Matters of Montana Power Company, 11 FPC 1. 

These cases, as well as others cited by applicants, Show that the Commission 
in the past has not hesitated to depart from the principle of rolled-in costs 
when it found it to be in the public interest or otherwise just and equitable to 
do so. The same strong reasons exist here as did in the Natural Gas Pipeline 
Company of America case, supra, for not applying this principle, namely, that it 
is unduly discriminatory against Trunkline’s other customers and unduly pref- 
erential in favor of Consumers. Any slight benefit which Trunkline’s cus- 
tomers other than Consumers will receive is offset many times by what they 
must pay by reason of rolling in the cost of the gathering and main line facili- 
ties, which, for the present at least, are almost wholly for the benefit of Con- 
sumers. If the majority does not require the rolling in of costs beyond Tus- 
cola because Consumers is the only beneficiary of that line, then why should 
it require other customers of Trunkline to pay for gas which benefits only Con- 
sumers? The choice here is simply one between the bureaucratic tendency of 
blind conformity toward rule regardless of the circumstances of the case or to 
arrive at a result which is equitable and fair and in the interest of the con- 
suming public served by the Trunkline system. I cannot agree with the ma- 
jority that we should so prize conformity that we should accept it as our choice. 

I thoroughly agree with the majority that the producers’ sales should be 
certificated at the proposed initial prices. The opinion does not discuss as 
fully as I would desire the reasons for reaching this result. However, the 
many cases pending before us in which this same issue is present assure me 
that I shall have ample opportunity to express my views. In order not to 
delay the issuance of this certificate, I shall not now discuss this issue. 


” 
DECISION 


UPON APPLICATIONS FOR CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued April 1, 1959) 





Hat, Presiding Examiner: This case originated with the filing of fifteen inter- 
related applications by ten applicants seeking certificates of public convenience 
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and necessity, pursuant to Section 7 of the Natural Gas Act, authorizing (1) 
the expansion and extension of Trunkline Gas Company’s (Trunkline) existing 
transmission system to provide natural gas service to Consumers Power Com- 
pany (Consumers) of Jackson, Michigan, (2) sales and deliveries of natural 
gas by eight independent producers to Trunkline from Texas and Louisiana 
fields, and (3) transportation service by Michigan Gas Storage Company 
(Storage Company) for Consumers through existing facilities. 

The purpose of the construction, sales and service proposed herein is to enable 
Trunkline to sell Consumers, which is not now a customer of Trunkline, up to 
135,000 Mcf daily for resale in approximately 300 communities served by Con- 
sumers in twenty-nine counties in the lower peninsula of Michigan. Consumers 
renders gas service to approximately 460,000 customers. There are about 
2,400,000 people residing in its service area. The principal cities served with 
gas by Consumers are Kalamazoo, Jackson, Lansing, Bay City, Saginaw, Flint 
and Pontiac. 

The 135,000 Mcf expansion of Trunkline’s system proposed in Docket No. 
G-15394 is to be accomplished by the partial looping of Trunkline’s existing 
transmission system and the extension of that system some 204 miles from its 
present terminus at Tuscola, Illinois to the Michigan-Indiana border near Vis- 
tula, Indiana where it will connect with gas transmission facilities to be con- 
structed by Consumers. Consumers plans to develop and convert two fields 
(Overisel and Northville) in Michigan to storage operations by 1960 and to 
store Trunkline gas there during off-peak periods to facilitate operations and 
enable it to take gas from Trunkline at approximately 100 percent load factor. 

Storage Company, owned by Consumers (75 percent) and Panhandle Eastern 
Pipe Line Company (Panhandle) (25 percent), is a natural gas company pres- 
ently purchasing all of its gas supply from Panhandle in Michigan (10 F.P.C. 
at 201-202).’ Storage Company owns and operates a gas transmission system 
and three gas storage fields (Winterfield, Cranberry Lake and Riverside) in 
Michigan and provides gas service on a cost-of-service basis to Consumers, 
which is its sole customer. Its application in Docket No. G—15827 seeks author- 
ity to utilize its presently installed facilities to transport to Consumers a portion 
of the gas which Consumers proposes to purchase from Trunkline. Approval 
of the applications herein would result in Consumers obtaining practically its 
entire gas supply either directly or indirectly from Trunkline or its parent, 
Panhandle.*? Panhandle obtains a substantial portion of its gas supply from 
Trunkline at Tuseola. Trunkline’s present proposal to extend its facilities to 
serve one of Panhandle’s present customers is contrary to Trunkline’s history. 
In the past Trunkline has resisted attempts of potential customers to obtain 
gas supplies from its system. 

The other thirteen applications filed by eight independent producers are for 
authority to sell and deliver natural gas to Trunkline, such gas being relied 
upon by Trunkline to support its proposed 135,000 Mcf expansion program. 
The gas proposed to be sold by Trunkline will be produced in Brazoria and 
Galveston Counties in Texas, offshore Cameron and Vermilion Parishes in 
Louisiana, and onshore in Vermilion Parish. The initial price in the Texas 
contracts is 20 cents per Mcf, and the Louisiana contracts 22 cents per Mef. 


1Storage Company purchases its gas from Panhandle pursuant to terms of two service 
agreements dated October 6, 1955, which are on file with the Commission; and which 
provide for the delivery of 77.235 billion cubic feet of gas per year. In addition Con- 
sumers has for several years received 6,000,000 Mcf annually as excess gas from 
Panhandle. 


2A relatively minor portion of Consumers’ gas supply is obtained by it from producing 
fields in Michigan. 
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Pursuant to certificates issued by the Commission Trunkline owns and oper- 
ates a pipeline system extending in a northeasterly direction from its sources 
of gas supply in Texas and Louisiana through Arkansas, Mississippi, Tennessee, 
Kentucky and into Illinois to its present terminus at Tuscola (9 F.P.C. 721). 
At that point its transmission system connects with that of Panhandle. With 
the exception of minor sales made by Trunkline to some twenty distributors 
serving communities along the route of its pipeline and comprising about 10 
percent of its business, all of Trunkline’s present supply of gas is delivered 
and sold to Panhandle at Tuscola.* 

Under its plan of operation, Trunkline would continue to make deliveries 
to Panhandle at Tuscola and would make its deliveries to Consumers at the 
Indiana-Michigan border. The average proposed charge per Mcf of gas deliv- 
ered to Consumers is 4534 cents (at 100 percent load factor) and is based upon 
the entire incremental cost of Trunkline’s project proposed herein. This com- 
pares with the present rate of 27 cents per Mcf to Panhandle and its other 
customers which Trunkline proposes to continue in effect after completion of 
its expansion program. 

Trunkline’s application represents the first step in the proposed expansion 
of its facilities to provide 200,000 Mcf per day to Consumers commencing Octo- 
ber 1, 1963. Its application here provides that the maximum daily contract 
quantity or contract demand will be 100,000 Mcf per day beginning October 1, 
1959, increasing to 125,000 Mcf per day beginning October 1, 1960 and to 135,- 
000 Mcf beginning October 1, 1961. This sale is to be made pursuant to a letter 
agreement between Trunkline and Consumers dated June 25, 1958, and a service 
agreement of the same date, which provides for delivery by the former to the 
latter of annual increases of 25,000 Mcf per day up to a maximum of 200,000 
Mcf per day by October 1, 1963. According to the evidence, the 200,000 
Mcf will not completely relieve the shortage of gas in Consumers’ service area. 
The filing and approval of an additional application would, of course, be required 
in connection with the contemplated increase in the deliveries by Trunkline to 
Consumers from 135,000 Mcf to 200,000 Mcf per day. 


Procedural Background 


The fifteen applications were consolidated for hearing held November 17-20, 
December 8-16, 1958 and February 2-9, 1959. The record made during the 
seventeen-day hearing covered the testimony of numerous witnesses and con- 
sisted of 2500 pages of transcript, 53 exhibits, and many items incorporated 
by reference to the official files of the Commission. 

Counsel for Trunkline, both during the hearing and at the conclusion thereof, 
moved for waiver of the intermediate decision procedure. These motions, con- 
curred in by Consumers and opposed by Staff counsel, were denied by orders of 
the Commission issued December 23, 1958 and February 19, 1959. In so doing 
the Commission determined that the “Proper administration of the Natural 
Gas Act requires * * * that the initial determination of the questions presented 
in these consolidated proceedings be made by the Presiding Examiner.” The 
Commission’s order, however, recognized the need for a prompt decision in 
these proceedings and requested the Examiner “to expedite his decision.” 

At the close of the hearing the Examiner fixed March 2, 1959 as the date 
for filing of simultaneous main briefs; March 16, 1959 as the date for filing 





* The volumes of gas purchased by Panhandle from Trunkline and the volumes of gas 
which Panhandle obtains from its sources of supply in the Panhandle-Hugoton area are 
transported through Panhandle’s pipeline system and delivered to its customers, with a 
large portion of Panhandle’s sales being made to customers at points north and east of 
the interconnection with Trunkline at Tuscola. 
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reply briefs. However, these dates, by the Commission’s order issued Febru- 
ary 19, 1959, were changed respectively to February 26 and March 9, 1959. 
Briefs have been filed on behalf of Trunkline, Consumers and Storage Com- 
pany, Pan American Petroleum Corporation (Pan American), Union Oil Com- 
pany of California (Union), Phillips Petroleum Company (Phillips), Nicklos 
Oil & Gas Company (Nicklos), The Superior Oil Company (Superior), Tide- 
water Oil Company (Tidewater), Michigan Gas Utilities Company (Michigan 
Gas), Michigan Consolidated Gas Company (Michigan Consolidated), Michigan 
Public Service Commission, Illinois Power Company (Illinois Power), Battle 
Creek Gas Company (Battle Creek), Cities of Kevil, Arlington and Barlow, 
Kentucky, Central Illinois Public Service Company (Central Illinois), and 
Commission Staff counsel. J. S. Michael and J. S. Michael Company are the 
only applicants which failed to file briefs. 


Consumers’ Market Requirements, Proposed Facilities, Operations and Financing 


Because Consumers is not subject to the Commission’s jurisdiction it seeks 
no authorizations in this proceeding. Its intervention was for the purpose 
of supporting the applications filed herein by presenting evidence as to (1) its 
increasingly critical need for a new gas supply to serve additional space heat- 
ing load and to meet deficiencies in the supply required to serve its existing 
customers, and (2) its plans relating to construction of facilities in Michigan, 
operations, financing, et cetera. 

Market Requirements. The evidence in this case concerning the need of 
Consumers for additional quantities of gas established without question that 
Consumers’ situation is becoming more and more critical; that there has in 
fact been a shortage of gas supply in its service area since the end of World 
War II despite its continuing efforts to obtain requisite additional supplies. 

As Consumers’ Executive Vice President testified, Consumers accepted the 
Trunkline proposal after investigating and exhausting all other possibilities of 
obtaining the requisite additional supply. Consumers’ unsuccessful negotia- 
tions with Panhandle were carried on during 1956. In the spring of 1957 the 
President of Trunkline “went to Consumers * * * to see if they were inter- 
ested in obtaining a supply of gas from Trunkline.” Trunkline’s negotiations 
with Consumers led to an agreement entered into in January, 1958. However, 
because of difficulties encountered in readily assembling the necessary gas 
supply, this initial agreement was superseded by the agreement dated June 25, 
1958, to provide Consumers with 200,000 Mcf per day by October 1, 1963. While 
this agreement would not completely relieve the shortage of gas in Consumers’ 
area, the combination of this gas supply and the additional 13.3 billion cubic 
feet of gas per year which Storage Company has contracted to purchase from 
Panhandle (as a result of the abandonment proceedings in Docket No. 
G-—11061) is expected to relieve the shortage in Consumers’ service area 
through 1962. 

Consumers’ customers are currently being served through excess off-peak 
deliveries from Panhandle and depletion of storage field reserves. It has 
restricted the attachment of space heating units continuously since 1946 because 
of its limited gas supply. As of December 12, 1958, it had on file over 127,000 
unsolicited space heating applications which it could not accept. Consumers 
estimates its annual sales for the years 1959 through 1962 (assuming the receipt 
of the proposed Trunkline supply and an additional 13.3 billion cubic feet from 
Panhandle) at 100,448,000 Mcf, 116,958,000 Mcf, 128,619,000 Mcf and 137,613,000 
Mef, and estimates that its peak day sendout in the 1959-60, 1960-61 and 1961- 
62 winters will be respectively, 707,946 Mcf, 815,721 Mcf and 869,072 Mcf. This 
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means that Consumers’ annual sales will increase from 82,506,000 Mcf experi- 
enced in 1957 to 137,613,000 Mcf in 1962, an increase of over 55 billion cubic 
feet, and that its peak day sendout will increase from the 574,990 Mcf experi- 
enced in the 1957-1958 winter to 869,072 Mcf in the 1961-1962 winter, an increase 
of approximately 294 million cubic feet. The record also shows that receipt 
of the Trunkline gas by itself would permit Consumers to attach a total of 
138,000 new space heating customers over the next four years. 

The Executive Vice President of Consumers testified that “The additional 
supply of gas provided for in the application filed by Trunkline * * * will permit 
the Company to meet the requirements of its present customers and also will 
make it possible for the Company to render additional space heating service to 
many thousands of people throughout our service area. He further testified that 
“Even if Storage Company is able to continue purchasing approximately 6 billion 
cubic feet of excess off-peak gas annually from Panhandle * * * which of course 
is not certain, the requirements of Consumers’ * * * presently connected load 
could only be met through the 1959-1960 winter period and this would require 
substantial net withdrawals from and increasingly serious reductions in storage 
field reserves. Accordingly, if an additional gas supply is not made available 
to Consumers * * * by 1960 it will be necessary for the Company in that year to 
put into effect and maintain a 100% restriction on the attachment of any 
additional loads, and, in addition, put into effect substantial and increasing cur- 
tailments of its presently connected firm industrial loads. This will have a 
disastrous impact on the personal and economic welfare of the people and in- 
dustry throughout our service area.” 

It is found that the record demonstrates that the public need and market 
requirements for natural gas are critical in Consumers’ service area and that 
Consumers has a need for the gas which it has contracted to purchase from 
Trunkline. 

Facilities. Consumers plans to develop and convert Overisel and Northville 
fields to storage operations by 1960; construct and operate additional facilities ; 
and integrate some of its proposed operations with those of Storage Company. 

The major facilities proposed by Consumers are as follows: 

(1) Approximately 121 miles of 26-inch pipeline from the connection with 
Trunkline at the Indiana-Michigan border to the Northville field. 

(2) Approximately 20 miles of 24-inch pipeline from Northville field to Clarks- 
ton Junction. 

(3) Approximately 85.3 miles of 24-inch pipeline from the Overisel field to 
Kalamazoo, Michigan. 

(4) Approximately 41.5 miles of 12%4-inch pipeline from the Overisel field to 
Kalamazoo, Michigan. 

(5) Two compressor stations of 5,400 installed horsepower each, one to be 
installed in the Northville field and the other in the Overisel field. 

Consumers has obtained certificates of public convenience and necessity from 
the Michigan Public Service Commission to construct and operate the pipelines 
and compressor facilities required to transport, market and store the proposed 
Trunkline supply. 

Operations. As stated in the brief filed by counsel for Consumers, “Consumers 
will take delivery of the Trunkline supply at the Indiana-Michigan border, near 
White Pigeon, Michigan, and transport it to Northville Field over a proposed 
26-inch pipeline to be constructed by Consumers. Northville Field is located 
northwesterly of Detroit, near the City of Plymouth. At Northville Field, the 
Trunkline gas will be recompressed at Consumers’ proposed 5400 horsepower 
Northville compressor station, and during the colder months of the year, it will 
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go directly to consumers in the Oakland, Macomb and Wayne Counties area 
adjacent to Detroit. During the warmer months of the year, the portion of 
the Trunkline supply which is not used to meet Consumers’ send-out in the tri- 
county area mentioned, will be transported through Consumers’ and Storage 
Company’s facilities to other market areas in Consumers’ service area or stored 
in Northville and Overisel Fields for use in meeting Consumers’ larger send-out 
during the colder months of the year. Overisel Field is located in Allegan County 
in the westerly portion of the lower peninsula of Michigan. The portion of 
the Trunkline supply which is stored in Overisel Field will be transmitted 
through Consumers’ proposed 24-inch line north of Clarkston Junction. From 
Clarkston Junction, the gas will be transported over Storage Company’s existing 
facilities to Laingsburg Junction and then over Consumers’ proposed 24-inch line 
to Overisel Field. . At Overisel Field, the gas will be recompressed by Consumers’ 
proposed 5400 horsepower station and stored for use during the colder months of 
the year.” 

Development of Overisel and Northville Storage Fields. Consumers plans to 
convert Overisel and Northville fields to storage operations. These two fields 
constitute relatively minor sources of Consumers’ gas supply. To date they 
have been operated so as to produce gas when and as required. Residual oil 
(which is non-commercial in grade and volume) is present in the Overisel field 
but, according to Consumers’ witness, “is being produced and will in due course 
be cleared.” Northville produces oil and the oil in time will also be cleared 
from the working portions of this reservoir. Overisel has approximately 6500 
productive acres and the original recoverable reserves were estimated at 50 
billion cubie feet. Northville has about 2650 productive acres and the original 
recoverable reserves were estimated to be 22 billion cubic feet. 

The fields would store gas received from Trunkline during the warmer 
months so that it can be withdrawn during peak periods and used, along with 
the supply being received from Trunkline, to meet Consumers’ winter require- 
ments. Consumers estimates the cyclic capacity of Overisel for storage opera- 
tions to be 18 billion cubic feet and that it will have a maximum deliverability 
of 200,000 Mcf per day; that the cyclic capacity of Northville will be 8 billion 
cubic feet and that its maximum deliverability will be about 50,000 Mcf per day. 

To evaluate the proposals of Consumers to activate the two storage fields, a 
Commission witness analyzed technical data supplied by Consumers upon re- 
quest. The data relating to Northville showed that the open flow of the wells 
in the field had deteriorated. That is to say the producing ability of the Tren- 
ton and Niagara formations to be used for storage at Northville deteriorated 
in performance characteristics 76.6 and 42.9 percent, respectively, between two 
separate groups of open flow tests considered comparable. The witness testified 
that “One reason, and probably the principal reason for deterioration, which 
operates to reduce effective permeability is the presence of oil in the formation. 
The degree to which deterioration will continue beyond that just indicated is 
an open question.” 

The deterioration relating to Northville occurred over a two-year period for 
the Niagara and over a three-year period for the Trenton formation, after the 
wells had been acidized. The Commission witness concluded that Consumers 
would be required to drill more wells than the 5 contemplated to attain the 
maximum deliverability of 50,000 Mcf from this field. In fact, he estimated that 
the field will require nearly four times as many wells as proposed in the Niagara 
formation and more than twice as many as proposed in the Trenton formation. 
Consumers’ storage field witness agreed that the studies of the Commission 
witness represented ‘a fair portrayal of the facts set forth therein” but on 
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rebuttal emphasized the fact that “we do not propose to operate the field in 
the manner that it has been in the past after it has been converted to storage. 

* * * [The Commission witness] does not take into account the effect of nor- 
mal well maintenance in the field which is carried on as a routine operation in 
connection with storage operations”. 

As to the proposed development of the Overisel field, in which Consumers 
proposes to drill 186 wells, the Commission witness found it impossible to make 
a comparable analysis of this field because of the nature of the back pressure 
tests that Consumers made; that those tests were of such a nature that “a 
stabilization of conditions was not inherent in any of them” and that they can- 
not be related “one to the other * * * in the manner that I have compared the 
tests for the Northville Field.’ He therefore testified that “A conclusion can be 
made only on the basis of analogy—that is to say, on the basis of whether 
similar factors might exist in the Overisel Field as do exist in the Northville 
Field. And that similarity of factor is embodied in the fact that at Overisel 
there is residual oil which would have the same deteriorating effect, or a 
similar one, and possibly even greater—I am not sure— than the oil present in 
the Northville storage formations.” He agreed, however, that because of the 
lack of proof “it is impossible to say what that deterioration is.” 

The testimony of the Commission witness appears to have been offered for 
the purpose of indicating that Consumers had greatly underestimated the cost 
of the two storage fields, and that without additional wells or other means of 
restoring performance they cannot be operated in the manner proposed. On 
rebuttal Consumers’ storage witness testified that during the period that de- 
terioration relating to Northville occurred “the field produced approximately 8 
billion cubic feet of gas, which is the storage or cyclic capacity that we propose 
to operate the field when it is converted to storage. During this period, the 
deliverability of the field has been satisfactory to meet the day-to-day production 
requirements for the company, and as a result it has presented no problems to 
the company”; that “During this period, approximately 400,000 barrels of oil 
have been produced from the Northville field, which, after it is converted to 
storage, will make room for approximately 1% billion cubic feet of gas more than 
has been originally withdrawn from the field.” 

Consumers’ witness took issue with the conclusions of the Commission witness 
because “we do not propose to operate the field in the manner that it has been 
operated in the past after it has been converted to storage.” He further testi- 
fied that the Commission witness “does not take into account the effect of normal 
well maintenance in the field which is carried on as a routine operation in 
connection with storage operations”: and that Storage Company does not drill 
extra storage wells to compensate for deterioration in the open flow thereof, but 
instead reconditions such wells “through cleaning, scraping, washing, acidizing, 
use of detergents and other means that restore the deliverability of the wells 
at a substantially lower cost than the drilling of additional wells.” He also 
pointed out that “Such a program, and the beneficial effects of the injections of 
gas into the field, will permit the storage program to operate as proposed.” This 
testimony stands unchallenged in the record as does his additional testimony 
to the effect that “In the case of Northville and Overisel Fields, a program of 
fracking the wells: to increase the deliverability has been inaugurated, and 
experience indicates that fracking will increase deliverability by approximately 
400 percent. To date, this experience is confined to the Overisel Field, but the 
nature of the producing horizon is such that the same results may be expected 
in both fields. There will, of course, be gradual deterioration of the wells after 
fracking, but the same general methods of testing, cleaning, treating, including 
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occasional refracking, will produce results in these two new fields comparable 
to those obtained in the present storage fields.” 

A second witness, a consulting engineer and geologist, testified on rebuttal 
for Consumers. He approved the proposed plan of operating the two storage 
fields ; testified that four abandoned oil fields in Texas are presently being oper- 
ated as gas storage fields and that the injection of gas resulted in high delivera- 
bility by driving the oil away from the wells. Regarding the Northville Field he 
asserted that “following the injection of [storage] gas, it is my opinion that 
the deliverability of the wells will be restored and possibly greatly improved.” 

On the basis of the evidence of record it is found that the remedial operating 
program proposed to be established and maintained by Consumers would permit 
the program to operate substantially as proposed and without undue capital 
costs. 

Financing. Consumers’ construction of facilities required to transport, store 
and market the 135,000 Mcf of firm gas per day will require the expenditure of 
more than $31,000,000, such construction to be carried out as a part of Consumers’ 
1959 construction program estimated to cost between $115,000,000 and $120,000,- 
000. Consumers’ proposed plan for financing this construction program con- 
templates that the portion thereof which is not financed by funds on hand will 
be paid for through the issuance of approximately $50,000,000 of additional 
securities. 

Consumers has followed a policy of annual construction programs. For 
example, its 1957 construction program cost about $110,000,000 and its 1958 
program cost approximately $90,000,000. The unfunded net property additions 
of Consumers presently amount to approximately $160,000,000 and Consumers’ 
bonds enjoy the highest rating given to this type of security. A witness for Con- 
sumers testified that Consumers has encountered no difficulty in arranging for its 
1959 financing program and expects none. 


Authorization Sought By Storage Company 


Storage Company seeks authority (in Docket G—15827) to operate its existing 
facilities, in the manner hereinabove described, to transport for Consumers a 
portion of the gas which Consumers will receive from Trunkline. Such service 
will cause only a slight increase in Storage Company’s operating expenses. 

Storage Company is a subsidiary of Consumers and Panhandle. Its facilities 
in the area served by Consumers are adequate for the incidental deliveries of 
gas in connection with the overall program here involved. Because Consumers 
is Storage Company’s sole customer, and since the latter under the provisions 
of its cost-of-service tariff, passes all of its cost on to Consumers, the additional 
operating expenses occasioned by the transportation of Trunkline gas would 
have no adverse effect upon Storage Company earnings or income because this 
expense will be passed on and borne entirely by Consumers. 

It is clear that in the event the applications herein are granted, the use of 
Storage Company’s facilities in the manner proposed would be in the public 
interest in that it would avoid duplication of facilities and result in savings 
to Consumers and its customers. 


Trunkline’s Proposed Facilities, Cost Of Construction, Design, Financing And 
Economic Feasibility 


Trunkline proposes to increase the design capacity of its system from 375,000 
Mcf per day to 510,000 Mcf per day, an increase of 135,000 Mecf per day, by the 
eonstruction of 895.3 miles of pipeline and one compressor station addition as 
follows: 
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(1) 204 miles of 26-inch pipeline to extend Trunkline’s mainline transmission 
system from a point near its present terminus at Tuscola, Illinois to the Indiana- 
Michigan state border near Vistula, Indiana. 

(2) 463.8 miles of 30-inch pipeline to loop portions of the 740 miles of Trunk- 
line’s existing 24-inch main transmission line between Longville, Louisiana and 
Tuscola, Illinois. Construction of this 463.8 miles of 30-inch loop would leave 
276.2 miles of the existing 24-inch pipeline to be looped with 30-inch pipe in a 
subsequent overall expansion program or programs which Trunkline has in mind 
and which determined the diameter of the 30-inch loop proposed herein. 

(3) 44.5 miles of 24-inch pipeline to loop portions of Trunkline’s pipeline in 
Texas. 

(4) Gathering lines in the states of Texas and Louisiana consisting of 143 
miles of 12, 14, 16 and 20-inch lines, and 40 miles of 4, 6, 8 and 10-inch lines to 
connect additional gas supplies under contract to Trunkline. 

(5) 3,000 additional horsepower at Trunkline’s existing compressor Station 
No. 48 at Longville, Louisiana. 

The evidence shows that if these facilities are added and integrated into 
Trunkline’s overall system operations, Trunkline would be able to deliver maxi- 
mum contract quantities to all of its customers. 

Completion of the additional facilities would make the operation of Trunk- 
line’s system more flexible, with the gas reserves from all sources of supply being 
made more readily available to maintain deliveries at all points of demand. 

Cost. The total estimated cost of the initial partial looping program here in- 
volved is $81,458,000. This estimated cost of facilities was based upon Trunk- 
line’s experience, or the experience of others, in the same or similar areas, recent 
purchasing experience and current quotations from manufacturers, including 
freight charges. The estimated cost also includes a contingency allowance to 
cover possible increases in cost. 

After the cost estimate was prepared the price of pipe increased $5.00-$6.00 
per ton. This increased the total cost of pipe by $1,133,000—an amount well 
within the contingency allowance of $3,026,000. 

Design. While the proposed facilities represent the first step in the expansion 
of Trunkline’s facilities to provide 200,000 Mcf per day to Consumers commencing 
October 1, 1963, and will be fully utilized in the third year of operation, they also 
represent the first step in an overall expansion program which envisages a com- 
plete looping of Trunkline’s mainline facilities to provide capacity for future 
sales. When and if the looping is completed and fully powered as a result of 
future Commission authorizations the mainline facilities now proposed would 
achieve their greatest economic benefit, they being designed to fit economically 
into future expansion. As Trunkline’s chief engineer testified, “The thing of con- 
cern is the economics of the completed loop and when it is powered up to its best 
economic point. * * * So the ultimate capacity and its costs are really what 
determines the diameter rather than any incremental building program.” 

Trunkline’s system is now, and if expanded in the manner proposed herein, 
will continue to constitute an integrated system for the purchase, gathering, 
transmission and sale of natural gas. The new facilities cannot be, and are not 
intended to be, operated in isolation from Trunkline’s existing system. They can 
only be utilized along existing facilities for general system purposes. 

In view of the complete control which Panhandle exercises over Trunkline, it 
is apparent that Trunkline’s actions in this case are determined by, and fully 
accord with, the desires and wishes of Panhandle. Furthermore, the evidence 
in this proceeding has shown clearly that the systems of Trunkline and Pan- 
handle are in fact completely coordinated and operated as one integrated natural 
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gas system. However, for unexplained reasons, Panhandle failed to intervene 
in this proceeding (as it has done in others affecting Trunkline) and thereby 
foreclosed any opportunity on the part of counsel for the Commission and the in- 
tervenors to inquire into Panhandle’s future plans for Trunkline and also the 
failure of Panhandle in the past to adequately provide natural gas service to 
its customers, which failure is well known, particularly to Panhandle’s customers. 
One of those customers, namely, Michigan Consolidated, while not opposing 
Trunkline’s proposed expansion in this proceeding, could not “help noting that 
it is exceedingly regrettable that this project [Trunkline’s proposed expansion] 
was not conceived and executed on the basis of making added volumes of gas 
available to all Panhandle customers in an equitable manner rather than to a 
single customer on the basis of private negotiations. Apparently, however, Pan- 
handle’s desire to maintain the appearance of unsatisfied demands on its overall 
system for the purpose of its abandonment case [Panhandle’s Docket No. G- 
11061] outweighed its obligation to use this readily available gas to render ade- 
quate and non-discriminatory service to all of its customers.” 

The record is lacking in any explanation as to why Panhandle did not cause 
Trunkline at this time to seek authority to completely loop, or to extend its 
looping program beyond what is here proposed, in order to provide not only for 
the needs of Consumers but also the present needs of other customers of Trunk- 
line and Panhandle whose needs are as pressing as those of Consumers. 

It is true, as counsel for Trunkline state in attempting to justify Trunkline’s 
present partial looping program, that “Every increase in the capacity of a grow- 
ing pipeline system is but a step in overall future expansion. First comes the 
main line; then the power of that line; the partial looping and further looping 
or powering, whichever is more economical. This process is repeated until, 
eventually, multiple loops are built, sometimes as many as four in number.” But 
it should likewise be true that distributors depending upon existing pipelines for 
service should have their requirements met currently with special preferences 
or privileges to none. 

Trunkline’s partial looping program here being carried out under Panhandle’s 
guidance for service to a single customer is to be contrasted with the annual 
construction programs adhered to by other pipelines for service to all customers— 
both old and new—under uniform or equitable rates. Here Trunkline and Pan- 
handle, instead of currently providing for the needs of their customers have 
delayed adequate service to Consumers until Consumers’ plight has progressed 
to the point that it feels that it has no alternative but to agree to accept their 
brand of rate making and the high field prices of producer-applicants for gas to 
obtain additional service that should have, and apparently by timely action on 
the part of either or both Panhandle and Trunkline could have, been supplied 
over the past years of short supply—when field prices for gas and costs of con- 
struction and operation were considerably lower than now. 

The evidence establishes that the design of Trunkline’s proposed facilities 
represent sound engineering for constructing partial loops and compression ; 
that the facilities are adequate for the purposes they are intended to accom- 
plish ; and that the estimated cost thereof is reasonable. 

Financing And Economic Feasibility. Trunkline plans to finance the expan- 
sion of its system by the issuance of $54,000,000 principal amount of first mort- 
gage bonds, $16,000,000 preferred stock and $12,000,000 common stock. All of 
the common stock is to be sold to Panhandle which has completed arrangements 
for the funds necessary to make the stock purchase. It is estimated that on the 
basis of present market conditions the first mortgage bonds will carry a 5% 
coupon rate and that the preferred stock will have a 5% dividend rate. 






















FEDERAL POWER COMMISSION 737 


Two witnesses familiar with Trunkline’s proposed expansion and its financing 
plan, namely, a vice-president and treasurer of both Trunkline and Panhandle, 
and a senior partner of the firm of Kidder, Peabody & Company, testified in 
support of the proposed plan of financing. Both testified that this plan, which 
is similar to that employed by other pipeline companies in financing expansion 
programs, could be accomplished. 

Trunkline claims that the feasibility of its proposed expansion is fully estab- 
lished by the studies of estimated revenues, expenses and income presented 
through its controller; that based on the rates proposed by Trunkline for the 
sale to Consumers, the estimated rate of return for the new sales and facilities 
is 4.48% in 1960, 5.73% in 1961, and 6.29% in 1962: that on a system-wide basis, 
incorporating the sales and facilities proposed in this proceeding, and assuming 
a return of 6% on Trunkline’s present facilities, the estimated overall rate of 
return is 5.28% in 1960, 5.87% in 1961 and 6.14% in 1962. It is pointed out in 
this connection that Trunkline’s feasibility studies do not include any revenues 
from 35,000 Mcf of daily capacity expected to be available for sale in the first 
year of operation of the proposed facilities and 10,000 Mcf in the second year, 
and, therefore, the rates of return shown in the feasibility studies for the years 
1960 and 1961 are conservative. 

While the Commission staff does not agree with Trunkline’s incremental cost 
allocation method, preferring instead a system-wide or rolled-in cost method 
(which would shift some of the proposed expansion and additional gas costs to 
Trunkline’s existing customers), it seems clear that a proper rate can be 
designed to make the expansion program economically feasible. 

It is therefore found that Trunkline’s project is financeable and economically 
feasible at a price for gas which would recover the cost of the proposed service, 
including a reasonable rate of return. 


Trunkline’s Proposed Tariff And Rates 


Trunkline’s application and evidence contemplated the sale of the entire 
firm capacity of its expanded project, up to 135,000 Mcf of firm gas per day, 
to Consumers under its initial Rate Schedule P-2 rather than under a rolled-in 
rate which would also be applicable to sales to Panhandle and its other customers. 
However, Trunkline now proposes the sale of 6,000 Mcf per day to Michigan Gas 
under Rate Schedule P-2 “if the Commission should find that the public con- 
venience and necessity requires that Michigan Gas * * * be allocated 6,000 
Mcf per day from the 135,000 Mcf additional capacity proposed in this 
proceeding.” 

Because Trunkline expects to have available during the first two years of 
service excess gas over and above the contract demands specified in its service 
agreement, which might possibly be sold to Consumers, it also proposes to make 
available to Consumers, on a when, as and if available basis, such excess gas 
under its initial Rate Schedule R-2. Deliveries of excess gas to Consumers are to 
be made pursuant to “advance operating arrangements” at a rate of 4534 cents 
per Mcf. Trunkline, of course, could deliver the excess gas to its parent, Pan- 
handle, which is in short supply, and if it does it proposes to sell the excess gas 
to Panhandle at the current rate of 27 cents per Mcf—not the 4334 cent rate Con- 
sumers would be charged. As Trunkline’s President testified, “we would * * * 
hope to sell it [the excess gas] to someone because that is the period when the 
rate of return is at its lowest * * *.” 

Rate Schedule P-2 provides for a demand rate of $3.75 per month per Mcf of 
contract demand and a commodity charge of 34 cents per Mcf, which results in 
an average charge of 45%, cents per Mcf at 100% load factor. As indicated 
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above, the rate under Rate Schedule R-2 for excess gas sales to Consumers is 
also 45% cents per Mcf. 

Rate Schedule P-2 also provides for an annual minimum bill equal to the sum 
of the monthly demand charges plus a commodity charge based upon 95% use 
of the contract demand. Trunkline’s position in this connection is that the 
“minimum bill at this level is required because the minimum take-or-pay 
obligations of Trunkline under its gas purchase contracts for the sale to Con- 
sumers Power approximates the daily contract demand of 135,000 Mcf proposed 
in this proceeding * * *. Moreover, with the commodity charge including 
a substantial portion of the fixed costs and with the rate being computed on the 
basis of the third year costs and reflecting 100% utilization of capacity, earnings 
can only go downward. Accordingly, the minimum bill provision as proposed 
is no more than required to provide Trunkline with necessary protection.” While 
there can be no question but that this annual minimum bill provision is designed 
to provide protection to Trunkline, and that the minimum take-or-pay obliga- 
tions of Trunkline under its gas purchase contracts are designed to provide 
protection to the producers, there is no provision in the service agreement 
affording similar or concurrent protection to Consumers against a recession or 
fall-off in business, or against a failure to realize estimated sales, which the 
parties apparently expect to occur. Accordingly, it appears that the arrange- 
ments between the producer-applicants and Trunkline, and between Trunkline 
and Consumers, were designed with the major purpose in mind of avoiding the 
effect upon their future earnings of the possibility, and indeed the probability, 
of financial losses attributable to this arrangement since as Trunkline’s counsel 
have stated “earnings can only go downward” during the contract period. The 
other side of this coin is that when the losses occur—and assuming Consumers 
is able to weather the expected periods of distress—they will be avoided by the 
producers and Trunkline and will, if possible, be loaded on the back of Con- 
sumers’ customers continuing to receive gas service, since it is unreasonable 
to expect Consumers to accept losses without making a determined and possibly 
justifiable attempt to protect its security holders by securing higher rates for the 
gas it is able to sell. 

The Assistant Chief of the Commission’s Bureau of Rates and Gas Certificates, 
presented as the Staff's policy witness on rate matters, testified that the high 
minimum bill proposed by Trunkline is unknown in the industry and that if a 
certificate is granted to Trunkline its proposed minimum bill in Rate Schedule 
P-2 should be reduced to a more reasonable and equitable basis, namely, an 
annual minimum bill equal to the sum of the monthly demand charges plus a 
commodity charge based on 75 instead of 95 percent use of the contract demand. 
This recommendation, accepted by the Examiner, must, of course, carry with it 
a comparable modification of the producer-contract provisions, for all parties 
must bear their share of the risk of loss—not impose all the risk-taking upon 
distributors and consumers. Natural gas producers and pipelines may not be 
permitted to rely upon guarantees so as to take the loss out of the profit-and- 
loss system for every public utility “assumes the risk of loss in the hope 
of profit” (Puget Sound P. & L. Co. v. F. P. C., 137 F. 2d 701, 702). 

It may be observed here that while producers have their own problems in 
trying to realize the best rates they can, they must do so with safety to the dis- 
tributor so that they (the producers) can in turn continue their sale to distribu- 
tors and, in the public interest, sustain the whole of the natural gas industry. 
For this reason it is becoming more and more necessary for those seeking higher 
rates, and means of sustaining the higher rates regardless of economic condi- 
tions, to provide a clear and proper justification at the outset therefor which 
holds out hope of stability within the industry. 
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The costs allocated by Trunkline to the additional service proposed to be 
rendered are claimed to represent all costs applicable to the new facilities and 
service and are referred to as “incremental costs.” 

One of the issues presented in connection with Trunkline’s proposed tariff 
and rates is whether the cost of the proposed expansion should be allocated 
to those receiving the 135,000 Mcf of additional capacity on an incremental cost 
basis, as proposed in Trunkline’s service agreement and agreed to by Consum- 
ers, or on a system-wide or rolled-in cost basis, as proposed by staff counsel. 
If the rates for the 135,000 Mcf are to be based upon the incremental costs 
attributed to such service, the 45% cent rate to Consumers would be substan- 
tially higher than the current 27 cent rate charged by Trunkline to its present 
customers and which Trunkline seeks to continue in effect. 

Since other pipelines are continuously building new facilities and rolling the 
cost thereof into overall rates, it is obvious that Trunkline could do the same 
thing with Panhandle’s permission. The difference between the Trunkline- 
Panhandle proposal herein and the course followed by others is that Trunkline 
and Panhandle appear to prefer to favor their own affiliated interests in pref- 
erence to timely and adequate service to their customers. It was, of course, 
to be expected that Panhandle and its customers would complain of a rolled-in 
rate without benefits accruing to them. But why are Trunkline and Panhandle 
not at this time attempting to satisfy the needs of all of their customers instead 
of only one? If Trunkline can lengthen the looping of its main line in the fu- 
ture and achieve transportation economies by moving greater quantities of gas 
through its system, why is it not proposing to do the same thing today in view 
of the clear need for gas? Until these and other questions are satisfactorily 
answered there is no reason to look favorably upon Trunkline’s purported jus- 
tification for its failure to advocate a rolled-in rate structure in this proceeding. 

Obviously Trunkline’s parent, Panhandle, would be in a better competitive 
position if it continued to purchase gas from Trunkline at 27 cents per Mcf 
and at the same time had accruing to it the benefits of a greater gas supply 
and flexibility of system operations at Consumers’ expense. But Panhaudle 
cannot in this proceeding be heard to complain of the effects of a rolled-in rate. 
This is so for two principal reasons. First, the fact that Panhandle is not 
now proposing to purchase additiona] gas from Trunkline is a matter of its 
own choosing. Second, Panhandle had no hesitancy in seeking and obtaining 
Commission approval (in Docket G—11061) of its abandonment of the sale of 
natural gas to Michigan Consolidated, thereby making it necessary for Michigan 
Consolidated to seek a rate increase which it estimates will be at least $5,400,- 
000 annually because of the loss of the Panhandle gas and the purchase of gas 
from other suppliers. There can be no such have-your-cake-and-eat-it-too pol- 
icy adopted and followed for regulatory purposes. It is difficult to perceive of 
a more inconsistent position than for Panhandle to cause Michigan Consolidated 
and its customers to incur such increased cost while, at the same time, object- 
ing to a rolled-in rate resulting from the performance of its pipeline function 
and obligation. 

In Trunkline’s view, a cost allocation based on specific facilities and specific 
sources of gas is the proper way to reach just and reasonable rates in the cir- 
cumstances of this case, and it asserts that such specific facilities and specifi- 
cally identifiable gas are capable of separate admeasurement. Trunkline, how- 
ever, does not claim that the facilities and additional gas purchases are dedi- 
cated to the deliveries to be made to Consumers and Michigan Gas, nor was 
the President of Trunkline in a position to testify that the cost of Trunkline’s 
facilities involved in this proceeding will not, at some future time, be rolled-in 
with its other costs. As he testified: “If we should have another expansion 
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program in two or three years and at that time was giving Panhandle gas, and 
giving Consumers more gas and other people, I think, at that time we would 
have to look at the conditions that existed at that time.” 

Consumers supports Trunkline’s proposed incremental rate because, it says, 
it “presents a reasonable approach and is a natural and necessary result of the 
economic conditions confronting some pipelines today. The issue arises because 
the cost of gas in the field * * * and * * * other * * * costs have increased 
substantially in recent years. As a result the cost of obtaining new service is 
higher than the cost of existing service. Furthermore, the additional supply, 
because of its cost, is not always desired by the existing customers of the 
pipeline.” 

Consumers’ view is in part to be contrasted with the position of certain inter- 
venors in this proceeding which is, generally speaking, expressed by Illinois 
Power, a customer of Panhandle, through whose service area Trunkline’s pro- 
jected transmission system passes. Illinois Power contends that the Commis- 
sion should impose a “condition that will preclude Trunkline from allocating to 
Panhandle and Panhandle’s existing customers, any portion of the costs in- 
volved in the proposed new facilities. If, however, the Commission does not 
feel that such a condition is necessary or desirable, then Illinois Power requests 
that the hearing be reopened for the purpose of permitting Panhandle’s custom- 
ers to show their requirements in order to get their fair share of the expanded 
eapacity or, in the alternative, that the new capacity be reserved by the Com- 
mission until such time as an allocation proceeding may be instituted on the 
combined Panhandle-Trunkline system so as to give Illinois Power, among 
others, through Panhandle, a fair share of the new quantities of gas that would 
be more available by the proposed facilities.” 

Consumers, according to the evidence, is convinced that Trunkline’s proposal 
herein is the only prospect open to it to avoid drastic curtailments in service 
in 1960. In testifying that Consumers has exhausted all other possibilities, 
the Executive Vice President of Consumers stated: “For a number of years 
we have sought all possible ways to obtain an increase in supply. We have 
talked to Panhandle: we have talked to other pipelines; we have talked to 
producers; we have considered the construction of a pipeline ourselves; we 
have considered joining with others in the construction of a pipeline. We 
were actively attempting to obtain a new supply for over a year and a half 
prior to the January 1958 contract [with Trunkline] * * *.” A noteworthy 
fact in this connection is that the prices of coal and oil are higher than 
the rates to be charged by Consumers for space-heating gas.* In these cir- 
cumstances, and those referred to elsewhere herein, the price the producer- 
applicants seek to charge Trunkline and the incremental cost rate Trunkline 
is proposing to charge Consumers take on the appearance of “what-the-traffic- 
will-bear” rates rather than “just and reasonable” rates within the meaning 
of the Natural Gas Act. In this connection attention is directed to the follow- 
ing testimony of Trunkline’s witness who negotiated the gas purchase contracts: 

Q. Would it be fair to say that before the price was finally agreed, that 
both Phillips and Union were aware that this was being purchased for a 
single customer? 

A. Yes, that would be a fair assumption. But I would like to say that 
now particularly producers are very interested where the gas is going 
that you are purchasing. And one of the lead questions a producer will 


‘The gas to be purchased by Consumers from Trunkline would be used in part as storage 
gas and will not therefore be used for boiler fuel for electric generation. 
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ask a supply man is, why are you purchasing this gas. So that enters 
into their decision as to whether they would do business with one company 
or with another one. 

Q. Then they were aware that this single customer was other than your 
parent and principal consumer up to this time? 

A. Yes, ma’am, they were, and they had specifically requested it, because 
they were worried about our existing customers offering any opposition 
to an expansion program. 

Q. Would you elaborate that statement just a little as to what worry 
they had that your existing customers would not want? 

A. I was speaking in terms of paying the current prices. It had been 
many years since we had purchased any gas in large quantities and, nat- 
urally, our prices lagged behind the current prices; therefore, as to this 
delay of time, to step into a new price plateau on an area of current 
prices there was some concern as to whether or not this impact would 
affect our existing customers. 

Q. In other words, you had to assure the producers in order to purchase 
this gas that there would be no opposition to the payment of these prices? 

A. No, ma’am. We could not assure them of that. But it came out 
in our discussions that they requested to know in what manner we are 
going to use that gas in putting it into our system. 

ae = 7 * * - . 

PRESIDING EXAMINER: Do you know of any other reason than you just 
mentioned why producers are interested in the proposed end use of the 
gas that you purchased? 

A. Yes, sir. I think the producers are very concerned over the areas 
of the country that demand more gas. For example, I know the Midwest 
area needs gas. And they were most anxious to sell into that. 

Some of the producers that are already selling to an East Coast market, 
for example, want to diversify and they would sell part of their gas to 
the Midwest. 


The Union Oil witness testified : 


Q. Was there any reason which indicated to you that it would be pre- 
ferable from the Union standpoint to conclude the negotiations with Trunk- 
line rather than the others? 

A, Well, the answer is obviously, yes, because we did enter into a contract 
with Trunkline. 

Other considerations were as to the timing. It was our feeling based 
on information that Trunkline furnished that they, certainly, had a market 
for this gas, they had a market with good load factor involved, and they 
indicated to us that they could take this gas by October 1st of 1959. 

That was of particular importance to us because some of the others with 
whom we had discussed it had proceedings in process. And it was our 
judgment, right or wrong, that in view of some of the problems that other 
companies might have that we were picking the horse that might get there 
first. 

Staff rate witnesses testified that the rate to Consumers should be determined’ 
on the basis of a rolled-in cost allocation under any one of three different 
methods which they considered preferable to Trunkline’s incremental method: 
They preferred, and in the event a certificate is issued in this proceeding, Staff 
counsel recommend, the Staff’s method number 1 which rolls in all cost of 
new gas supply and facilities up to Tuscola, Illinois, and charges Consumers,. 
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in addition, the incremental costs of only the proposed extension from Tuscola 
to the Indiana-Michigan border.’ As the Assistant Chief of the Commission’s 
Bureau of Rates and Gas Certificates testified, his recommendation was based 
upon “a principle of ratemaking” and that the “amount of dollars does not 
concern me here”; that he would stand on his “recommendations regardless 
of consequences”’. 

Trunkline contends, however, that the determination of rates on the basis 
of incremental costs as proposed by Trunkline is neither new nor unusual and 
cites Natural Gas Pipe Line Company of America, 12 F.P.C. 708; Tennessee 
Gas Transmission Company, 4 F.P.C. 293; Virginia Gas Transmission Com- 
pany, 5 F.P.C. 721; El Paso Natural Gas Company, 5 F.P.C. 115; United Gas 
Pipeline Company, 7 F.P.C. 1010; Montana Power Company, 11 F.P.C.1. Trunk- 
line’s rate witness referred to all of these cases during his testimony except 
the Montana case, which is no more applicable to the facts here than the 
others. As the Assistant Chief of the Commission’s Bureau of Rates and Gas 
Certificates explained at the hearing none of the cases cited by Trunkline’s 
witness “is comparable to the situation in this proceeding.” Furthermore the 
few cases cited by Trunkline are to be contrasted with the hundreds, if not 
thousands of cases, in which the Commission has required or authorized rolled-in 
uniform rates, a few of which will now be discussed. 

In an earlier Panhandle case (10 F.P.C. 185, 192) dealing with the cost of 
Trunkline’s gas to Panhandle, the Commission held: 


“Rolled-in-rate.”—The state of the record is such that it is clearly 
appropriate to determine that the rates charged by Panhandle for its gas 
after the Trunkline supply becomes available should be rates which are 
sometimes referred to as “rolled-in”, whereby the cost of Trunkline gas 
is included along with Panhandle’s other costs; in other words, for all 
customers these rates should be based upon the total cost of Panhandle 
for rendering natural gas service. There is no reason why this method 
of handling the new gas supply should not be the appropriate one in this 
case, It is clearly established that the availability of Trunkline supply 
above Tuscola, Ill., the point of connection with Panhandle’s existing pipe- 
line of the new Trunkline facilities, creates correlative benefits to all of 
the customers of Panhandle on its main line both northeast and southwest 
of Tuscola. This is apparent because, by each M.c.f. of the new Trunkline 
gas which is delivered above the Tuscola connection, there is a correlative 
release of pipeline capacity required to satisfy the needs of Panhandle’s 
customers below that point, which result, through displacement or substi- 
tution, supports the finding that there are equal benefits to all customers 
of Panhandle from the new Trunkline supply of gas. 


It is noteworthy that Panhandle, in the instant proceeding, is not proposing 
to purchase the additional 135,000 Mcf from Trunkline and resell it to its 
customers, including Consumers, as it has done in the past, but by causing 
Trunkline to make a direct sale to Consumers is attempting not only to avoid 
the effect of a rolled-in rate but, at the same time, is ignoring the urgent 
requirements of its other customers. 

When it was attempted to segregate a part of Northern Natural Gas Company’s 
system, the Commission said (8 FPC at 257-258) : 


5 Method No. 2 is a demand-mile, commodity-mile allocation method, with two zones 
established. Zone 1 is Trunkline’s system up to Tuscola, and Zone 2 is the sales lateral 
extending from near Tuscola to the Indiana-Michigan border. Method 3 is a systemwide 
allocation method applied to the existing system and all proposed facilities. 
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* * * Based on the Palmyra project, for all intents and purposes the 
Trunkline and Northern Natural projects should be considered as one inte- 
grated project as uniform service therefrom will be available throughout 
the mainline system of Northern Natural, and neither the additional gas 
nor the facilities could be identified with any particular sale. 

Northern Natural has been operating over a period of some 20 years * * *. 
In 1945 Northern Natural had a pipe-line capacity of 260,000 M.c.f. per day. 
Since that time it has received Commission authorization on several different 
occasions to increase its delivery capacity, and at the present time its author- 
ized delivery capacity is 470,000 M.c.f. per day. Through this development 
stage it has been confronted with fluctuating construction costs, has been 
required to increase its reserves consistent with its expansion and also 
has had rate reductions on its jurisdictional business. It is significant 
to note that throughout this period of expansion, and taking into consid- 
eration the many problems relating thereto from the standpoint of operation, 
costs and earnings, Northern Natural has never seen fit to vary from its 
policy of a uniform system-wide rate structure for sale from its main line 
transmission system. 

Accordingly, from this present record it appears that Northern should con- 
tinue its present practice of charging a uniform demand-commodity form 
of rate for all sale-for-resale services on its main line system after it com- 
mences its purchases of gas from Trunkline. This is consistent with Com- 
mission’s past position in that it held that “In the absence of compelling 
reasons to the contrary, it is good and desirable practice to fix rates that 
are uniform.” ? 


1In the Matter of City of Cleveland v. Hope Natural Gas Company, 3 F.P.C. 150 at 
p. 190. 

It is therefore clear that increased cost of facilities and gas, i.e., the factors 
relied upon by Trunkline in the instant case to support its proposed incremental 
rate to Consumers, is not, never has been, and must never be permitted to become, 
justification for incremental rates. 

Another case directly in point is the Commission's decision issued December 
19, 1956 in El Paso Natural Gas Company’s (El Paso) Docket G—10499 (16 
FPC 1354).° The New Mexico Public Service Commission had become increas- 
ingly concerned about the pattern which was presented by the accelerating ex- 
pansion of El Paso’s plant and the facilities devoted either exclusively or in a 
very large degree to the service of California customers, and particularly 
with respect to the impact of the expansion upon the cost of gas in New 
Mexico, and it was primarily with respect to this problem that the New Mexico 
Commission intervened. The New Mexico Commission opposed the certificate 
sought by El Paso unless what it considered reasonable terms and conditions 
were attached to the certificate requested. It therefore urged the Commission 
to condition the certificate so as to require that the records of El Paso be main- 
tained to show the cost of properties to be constructed to furnish the additional 
150,000 Mcf per day involved to California customers and also to show the costs 
of the quantities of gas shown by El Paso to support its ability to render the 
additional service so that such records could be used by the New Mexico Com- 
mission in the future El Paso rate proceedings as a basis for arguing that the 
costs shown in such records should be attributed solely to the California cus- 
tomers. The request assumed that portions of the El Paso system could be said 
to be used for the sole purpose of serving the California customers. The Com- 
mission in its opinion held (16 FPC at 1356) : 


5 The undersigned Examiner was also the Presiding Examiner in the El Paso proceeding. 
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The New Mexico Commission requested that accounting for the costs 
of El Paso’s proposed project be kept on a separate basis from the remainder 
of system costs. We do not find such a request to be in the public interest. 
The project will be an integral part of El Paso’s natural-gas system. The 
addition of operational flexibility will accrue to the advantage of consumers 
in New Mexico as well as those on other parts of the system. Under the 
circumstances of this case, the Commission’s allocation procedures do not 
provide for accounting on an incremental basis of a project incorporated 
into El Paso’s integrated system. Although the overall rate of return on 
El Paso’s system may decrease slightly as a result of the addition of this 
project to the system, such an effect is more than counterbalanced by the 
benefits derived from the project by ultimate consumers in California. 


El Paso in its reply to the petition for rehearing of the New Mexico Commis- 


sion stated in part: 





































































































It is quite apparent that while the facilities for which Applicant was 
granted a Certificate in this case are primarily to transport additional gas 
in the amount of 150,000,000 cubic feet per day to California, nevertheless El 
Paso’s entire system will benefit by this additional supply of gas (125,000,000 
cubic feet of which is dry gas) which will enable El Paso to operate more 
efficiently and better meet its peak requirements. This, of course, is just as 
important to the gas consumers in New Mexico as it is to the gas consumers 
in California. It simply is not possible to segregate a particular unit of 
facilities on an integrated system such as El Paso’s, and say that those 
facilities will be charged only to certain customers. The very purpose of 
an integrated system makes it impossible to so segregate a unit or units of 
an integrated system. 

El Paso respectfully submits that if the motion of Intervener were 
granted, and El Paso were required to keep books, records and accounts 
relating to this project, every other customer of El Paso would have the 
same right, as a result of any further expansion, to insist that separate 
books and accounting records be maintained in respect to any given segment 
of El Paso’s facilities. El Paso’s system would no longer be an integrated 
system, and not only New Mexico but all of El Paso’s customers would 
lose the benefits accruing to them from operating El Paso as an integrated 
system. It certainly is not in the public interest to require this project or 
any other projects of El Paso to be considered as a separate segment of El 
Paso’s system. El Paso respectfully urges that the Commission in its original 
Opinion clearly and correctly decided this question, and that the motion 
of Intervener should in all things be denied. (Note: Motion was denied 
by Commission order issued February 1, 1957). 


The Commission has consistently held that the facilities of El Paso constitute 


an integrated system for the production, gathering, transmission, and sale of 
natural gas and has struck down any and all proposals predicated on the assump- 
tion that any portion of the system can be said to be used for any one customer or 











group of customers. For example, in its Opinion No. 278 issued November 23 





mes 


1954 in Docket G-2018 the Commission said: 





























We again find, therefore, that for the purposes of cost allocation, as well 


as for other purposes, the facilities of El Paso constitute an integrated 
system.” 


“ Findings to the same effect are contained in the following orders, among others, 
issued subsequent to the above-quoted opinion [9 F.P.C. 170]; order issued June 23, 
1952, at Docket Nos. G-1630, et al., order issued June 29, 1953, at Docket Nos. G—2106, 
et al., El Paso has not for any purpose heretofore challenged or questioned findings that 
the whole of its facilities constitute an integrated system. 
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In another proceeding the Commission adopted the initial decision in United 
Gas Pipe Line Co., Dockets G—1142, et al., 16 F.P.C. 10, issued July 18, 1955, in 
which the Examiner discussed at length the unfounded claim of Mississippi River 
Fuel Corporation “that a cost allocation based on specific facilities and specific 
sources of gas is the only lawful way to reach just and reasonable rates which 
could be made applicable to it”. In this connection the Commission held that as 
a matter of principle in a large pipeline operation (such as that proposed by 
Trunkline) it would be improper to allocate separately specific facilities to a 
specific customer for the purpose of determining cost and rates since the facilities 
as a whole were for the benefit of all customers on the system. Its position was 
sustained on review by the United States Court of Appeals for the District of 
Columbia (Mississippi River Fuel Corp. v. Federal Power Commission, 252 F. 2d 
619, cert. den. 355 U.S. 904). 

The initial decision issued March 24, 1959, in Northern Natural Gas Company’s 
(Northern) Dockets G—14679 and G—14779, now pending before the Commission, 
authorizes Northern subject to Commission approval, to increase its system ca- 
pacity by approximately 100,000 Mcf daily to supply (1) Northern Illinois Gas 
Company (Northern Illinois), a new customer, 50,000 Mcf daily, involving new 
transmission facilities to be constructed by Northern at an estimated cost of 
$8,223,200 and new transmission facilities to be constructed by Northern Illinois 
and an estimated cost of $12,420,000, and (2) increased deliveries to 23 of 
Northern’s existing customers. Northern’s additional service to its existing 
customers is a reflection of the type of annual construction program it has 
followed over the years. 

Northern’s deliveries to Northern Illinois would be made at a point near East 
Dubuque, Illinois. Northern would build a total of 46.3 miles of 30-inch loop line 
paralleling sections of its existing system in Iowa, Nebraska and Kansas, and 
would install an additional 6,000 compressor horsepower at stations in these 
same states. It would also build an 18-mile extension to an existing lateral and 
construct a measuring station near East Dubuque. Northern Illinois, to accept 
deliveries from Northern and transport the gas to points of connection with its 
existing distribution system, would build facilities costing an estimated $12,420,- 
000 and including about 138 miles of 22-inch main line. 

Approval of the initial decision in the Northern case will mean that Northern 
Illinois will receive the 50,000 Mcf per day at Northern’s uniform Zone 3 rates— 
which are to be contrasted with Trunkline’s unacceptable incremental rate pro- 
posed herein for sales to Consumers. 

In situations of this kind it is the principles involved that are controlling. 
In the Northern case there was, of course, complaint by some of Northern’s cus- 
tomers of the claimed inequity of burdening Northern’s present customers with 
part of Northern Illinois’ cost of service and the impact on Northern’s service 
area which the diversion of gas to Illinois Power, 156 miles away, would entail. 
By charging Northern Illinois at the same rates as those applicable to Northern’s 
present customers, Northern uses a rolled-in cost of gas purchased in computing 
cost of service—that is, the price to Northern of the increment of higher cost gas 
necessary to make the Northern Illinois sale is averaged in with the rest of 
Northern’s cost of gas purchased. 

Accordingly, in view of the fact that Trunkline’s existing and proposed facili- 
ties would constitute an integrated system, no part of which would be used 
solely to serve one customer or one particular group of customers, the costs asso- 
ciated with the additions to the existing facilities of that integrated system and 
the costs associated with the additions of the gas supply of that integrated 
system could not be regarded as being for the exclusive benefit of any one cus- 
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tomer or one particular group of customers and therefore the total cost of 
the integrated system must, as a matter of sound regulatory principle, be rolled 
in with all system costs for rate making purposes. 


Staff's Other Proposed Tariff Changes 


In addition to the unjustified take or pay for provisions equal to 95 percent 
of the daily contract quantity contained in Rate Schedule P-2 (the only rate 
schedule proposed herein by Trunkline for firm service), there are other provi- 
sions contained therein which, as the Assistant Chief of the Commission’s Bu- 
reau of Rates and Gas Certificates testified, are contrary to, or not in accord 
with, the Rules and Regulations of the Commission. For example, there is no 
justification for limiting the proposed rate schedule to Consumers and, in fact, 
Trunkline now agrees that it should also be made applicable to sales to Michigan 
Gas. The fundamental principle is that, to be lawful within the meaning of 
Section 4 of the Natural Gas Act, any rate schedule approved by the Commission 
must not be unduly discriminatory. That is to say, every purchaser similarly 
situated should be equally eligible and under the law must be permitted to pur- 
chase gas under any authorized schedule and must be given an equal opportu- 
uity to be heard in any Commission hearing involving an allocation or disposition 
of gas which may be made available through additional Trunkline facilities. 
Any other procedure would result in an injustice and undue discrimination, re- 
sulting in an emasculation of the Natural Gas Act and the Congressional inten- 
tion in the administration thereof. 

It is the Commission alone that has the power to determine, after full con- 
sideration of a pipeline’s operations as a whole, following due notice and oppor- 
tunity for hearing by all customers and other persons affected, the manner in 
which an applicant’s additional gas supply shall be allocated to those shown by 
the evidence to be eligible to purchase the additional supply. By proposing 
to render service only to Consumers, Trunkline, in its application, was by 
indirection attempting to assume functions of allocation the exercise of which is 
entrusted solely by Congress to the Commission. No notice was given, nor could 
have properly been given, to the parties to the effect that the Commission was 
waiving its allocation authority. Apparently recognizing the untenableness of 
its position, Trunkline, in its reply brief, now asserts that it has no objection 
to selling 6,000 Mcf per day to Michigan Gas. This gesture, however, does not 
satisfy the purposes of the Act. To meet the requirements of the Act the Com- 
mission has no alternative but to reopen the record for the purpose of permitting 
Panhandle’s and Trunkline’s customers to show their requirements in order to 
get their fair share of the expanded capacity or, in the alternative, the new 
capacity would have to be reserved by the Commission until an allocation pro- 
ceeding can be concluded. However, the additional facilities required to meet 
the needs of such customers would undoubtedly be far in excess of that here pro- 
posed. In other words, it would be an entirely different project. Accordingly, 
for this reason alone, the applications herein must be denied. 

The Commission’s rate witness also urged, as do Staff counsel, that any certifi- 
eate that may be issued to Trunkline should be conditioned so as to require 
Trunkline to file with the Commission, at least 90 days prior to the commence- 
ment of service, rate schedules acceptable to the Commission and fully supported 
by cost information required by Section 154.63 of the Commission’s regulations 
because Trunkline’s proposed firm contract rate is based solely on estimates, 
even if the Commission adopts Trunkline’s cost allocation. Further, the Staff 
requests that if such rates are not acceptable to the Commission that the Com- 
mission reserve the right to prescribe the proper and acceptable rates. Trunk- 
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line objects to this suggested requirement because, it says, “It is obvious that 90 
days prior to the completion of the facilities and beginning of service the actual 
cost of the proposed facilities will still be unknown.” It may be that the total 
cost would be unknown at that time but the expenditures actually incurred up 
to that time would be known and such known costs, together with an estimate 
of the cost of the work then in progress, would not amount to an unreasonable 
requirement and would, in any event, be a better guide to a proper rate than 
the total estimated cost now contained in the record which the Staff finds 
questionable. 
Gas Supply And Deliverability 


Gas Contracts. Trunkline necessarily follows the practice of other pipelines 
of carrying on a program of continuous acquisition of new gas reserves for the 
reason that pipelines are faced “with the problem of replacing from some source 
every cubic foot of gas withdrawn from present supplies” (Northern Natural 
Gas Company, 15 FPC 673, 675).’ Through the Superintendent of its Gas Sup- 
ply Department Trunkline presented in evidence in this proceeding (1) all of 
the new and recently-amended gas purchase contracts which have been entered 
into since Trunkline’s last certificate proceeding, and (2) contracts underlying 
its entire system gas supply. 

The new gas purchase contracts fall into two categories. First, those re- 
garded as representing routine acquisition of reserves near Trunkline’s system 
and under which contracts Trunkline is now purchasing gas. Second, those 
relied upon by Trunkline in this proceeding to support its proposed expansion and 
which are by their terms contingent upon the receipt of a satisfactory certificate 
by Trunkline authorizing the sale to Consumers. This second category of con- 
tracts covers substantial new reserves from fields in Texas Railroad Commission 


District 3 (Chocolate Bayou Field in Brazoria County and the Alta Loma- 
Hitchcock Fields in Galveston County) and in southern Louisiana (Block 67 
Field, offshore West Cameron Parish ; Block 26 Field, offshore Vermilion Parish ; 
and North Freshwater Bayou Field, Southwest Ester Field and Kaplan Field, 
Vermilion Parish). An examination of the new gas purchase contracts pre- 
sented by Trunkline reveals that in 1960 Trunkline will pay the following prices 
for all of the natural gas purchased in the following areas: 


Routine Acquisitions 


County Price 
Fy CN, is cen Seen rnantscsiigpeytpatapcaaggniecatigerioedh 9¢ and 14.75¢ 
Brooks County, Texas 
Caled CE, TORE. ectecicctnnd dtidekd emia nthammate 8.5¢ 
Goll Goes. TeiRGtnamuimeadagsh nadine diepcs 9¢ 
Seetss,. GOneas,, : TOR onan ccna cts daanébinenas 9.5¢ 
Beene COGS. TOR iia ncn nnn~cehenidsiiociinhandnnes 12¢ and 13¢ 
Jim Wells County, Texas 
ee | a ae eee. ee 13¢ 
Cameron Parish, La 8¢, 8.5¢ and 8.6¢ 
Beauregard and Allen Parishes, La 
West and East Carroll Parishes, La 
Richland Parish, La 


7The Commission first denied (15 FPC 682) and upon oral argument granted (15 FPC 
1134) Northern’s application involved in the initial decision cited, such action being 
taken for reasons other than those relating to the necessity for the current replacement 
of reserves. 
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Acquisitions To Support Proposed Expansion 


County Price 
I NINERS ONIN ko, alesis emtidh cccepmancbndr ena niece qu denrieis iasegiiainents 20¢ 
CII I she ances pve Cavanagh asigenstp ian aoGieaid pid pcanaiantnedeicigameaat 20¢ 
TN OOO: * i eld da ccna att cnesemmian aaa 22¢ 
ETE INUIT 5k cs sccstgse enahreamesesredbiaca ings apd acatipasbopmiasorsnntien anil 22¢ 


West Cameron Area, Offshore 


22¢ 





In each of the various areas involved, Trunkline is paying the ‘‘routine acqui- 
sition” prices and proposes to pay the higher 20 and 22 cent prices irrespective 
of the kind of gas, quality, or right to process. While it is true that the volumes 
proposed to be acquired for 20 and 22 cents per Mef are larger than the “routine 
acquisitions” it seems inappropriate to allow a higher price for this gas because 
of the larger quantities involved, that is if the rate level is to be related to a 
reasonable rate of return. This is so for the reason, among others, that the 
greater the production from a particular field or well the lower the unit cost of 
production normally would be. Pipelines, gas distributors and electric utilities 
recognize this fact in their step-rates under which they sell large volumes of 
gas and electric power at a less unit cost than small volumes, i.e., except in 
special circumstances not claimed here the cost is less for high usage customers 
than for low usage customers. Similarly, high production of gas is less costly 
per unit than low production. 

The lower-priced routine gas acquisitions cover gas purchased in fields rela- 
tively close to Trunkline’s facilities and generally the only additional facilities 
installed by Trunkline to receive this gas are meter run installations. However, 
in order to attach the 20 and 22 cent gas reserves relied upon to support Trunk- 
line’s proposed expanded project, Trunkline must construct substantial gathering 
facilities estimated to cost approximately $12,142,500, with initial deliveries 
under these contracts to be made about the time of Trunkline’s initial deliveries 
to Consumers. This is the principal reason why Trunkline allocated to Con- 
sumers the cost of gas under these particular contracts. However, counsel for 
Trunkline recognize that the proposed gathering system can and will undoubt- 
edly serve other and general system purposes for, in their main brief, they say: 
“It is important to note that Trunkline’s existing pipeline system in its gas 
supply area traverses almost the entire length of the prolific producing area of 
the Louisiana and Texas Gulf Coast * *. Trunkline’s proposed gathering facil- 
ities will further extend its lines into new important and highly productive areas, 
thereby affording it ready access to newly discovered prolific fields in the Gulf 
Coast area * *. A high rate of drilling activity and discovery of gas reserves 
has been maintained in this entire Gulf Coast area, and it is expected that this 
high rate of discovery will continue for the foreseeable future * *. Thus, the 
development of large additional quantities of gas may be anticipated and Trunk- 
line’s present and proposed facilities are geographically located so as to place 
it in a highly favorable position for contracting additional gas reserves in the 
future.” 

The conclusion to be drawn here is that Trunkline was able to contract for its 
“routine acquisitions” at substantially lower prices because, generally speaking, 
it had a better bargaining position in relation to producers having wells adjacent 
to its system. However, with substantially larger volumes available for sale by 
larger producers who were aware of Consumers’ critical need for gas, the price 
rose to 20 cents and 22 cents per Mcf, although the higher prices were wholly 
unrelated to cost of production which as indicated hereinabove will be at a lower 
cost per Mcf than the cost to producers from whom gas is obtained under Trunk- 
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line’s “routine acquisition” program.’ In addition there is the further fact that 
Trunkline must spend some $12,142,500 in the construction of facilities to trans- 
port such gas into its transmission system which will further add to the expense 
which ultimately must be borne by the consumer. In short the prices paid and 
proposed to be paid by Trunkline were determined by the prices which could be 
exacted by the various producers in the light of the circumstances in which they 
found themselves. Accordingly, the larger producers were able to demand 
higher prices not because of higher costs of production but simply by reason of 
their knowledge of existing conditions and ability to take advantage of their 
situation because of the Commission’s consistent approval, since the Signal case, 
of contract prices without modification or condition. However, this method of 
procedure places small producers with higher costs at a distinct disadvantage 
and is at odds with the intent of the Natural Gas Act to prevent preference, 
discrimination and advantage as to price and otherwise. Of interest here is the 
fact that although producers have been able to exact different prices for gas, 
the pipelines and distributors nevertheless must charge uniform rates regardless 
of sources of gas or volumes involved in particular field sales. 

Reserves and Availability. Trunkline’s gas reserves and availability estimates 
prepared by the firm of DeGolyer and McNaughton show total proved gas reserves, 
as of January 1, 1958, amounting to 3,345,135 MMcf. The addition of minor 
contract additions and replacements increases the total of 3,683,164 MMcf. 
Trunkline’s gas reserves are thus claimed to be ample to meet the entire system 
requirements, including the proposed sales to Consumers, for a period of 15 full 
years and at declining rates thereafter. The reserve life index for the Trunkline 
system is 20.6 years. 

The inclusion of the minor contract additions and replacements (equivalent 
to approximately 10% of total system requirements and based upon Trunkline’s 
past experience in augmenting the existing gas supply—which practice it plans 
to continue) is reasonable for Trunkline’s availability schedule in view of its 
past experience and the location of its system in the Gulf Coast area. 

The estimates of proved recoverable gas reserves include 371,763 MMcf for 
reservoirs classed as proved on the basis of gas saturation reported in core 
analysis, electrical logs and production or flow tests from other formations in 
the same fields. Cores were not available on four of the reservoirs which were 
considered as proven on the basis of other data. This estimated 371,763 MMcf 
is gas proposed to be sold to Trunkline by Union Oil (Block 67 sale—Docket 
G-15487; Block 26 sale—Docket G—15486; North Freshwater Bayou sale— 
Docket G—15487) and Pan American (Block 26 sale—Docket G—15438; North 
Freshwater Bayou sale—Docket G—16501). 

The tenuous evidence offered by Trunkline to support the estimated reserves 
in the non-flow tested sands cannot be used as criteria to determine proved re- 
coverable reserves. Evidence of this type has been rejected by the Commis- 
sion in prior decisions and its unreliability is shown in this proceeding by 
competent testimony offered through the Staff’s geologist. Accordingly, it is 
found that the 371,763 MMcf of reserves in the non-flow tested reservoirs has 
not been proved as recoverable reserves. Therefore the untested portion of the 
reserves covered by Union Oil’s Dockets G—15487, G—15486 and Pan American’s 


SIt should be pointed out that there is testimony indicating that production from 
offshore fields at times may involve costs higher than onshore production. Staff counsel 
Point out that if “the cost of producing gas offshore is much higher than it is onshore, 
and since the offshore 22¢ per Mcf price has not been shown to be necessary and proper, 
bow little substantiation is there for the 22¢ per Mcf price for gas produced onshore?” 
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Dockets G—15438 and G—16501 must be denied. However, such denial does not 
-eause the denial of Trunkline’s application because of the lack of gas supply 
for the reason that, after such reserves are eliminated, Trunkline’s reserve 
index and deliverability life of the reserves is conceded by the Staff to be 18% 
and 13% years respectively. This meets the criteria of recent Commission 
decisions. 

Of particular importance, however, is the fact that of all the reserves pro- 
posed to be connected in southern Louisiana in this proceeding, 58.5 percent 
are untested, and of the offshore reserves 83 percent are untested. 


Recommended Rate Condition For Producer-Applicants 


As hereinabove pointed out, Trunkline’s gas purchase contracts for the supply 
of gas acquired to support its proposed expansion program are located in two 
areas in Trunkline’s gas supply area on the Texas-Louisiana Gulf Coast. The 
initial price in the Texas area contracts is 20 cents per Mcf, and in the Louisi- 
ana area contracts 22 cents per Mcf. Although Staff counsel do not recommend 
a rate condition regarding the contract price of 22 cents per Mcf in the Louisi- 
ana area, they are “constrained” to say that their “position is not one of ap- 
proval, but that it is dictated by the fact that similar prices as those proposed 
have been certificated by the Commission.” 

Staff counsel contend that in the event certificates are issued to the producers 
for sales to Trunkline in the Texas area (Galveston and Brazoria Counties in 
Texas Railroad Commission District No. 3), such certificates should be con- 
ditioned so as to limit the initial rate to 13.7 cents per Mcf. The applications 
for sales in Brazoria and Galveston Counties are: 


Applicant Docket 
Phillips Petroleum Company 
Phillips Petroleum Company 
The Superior Oil Company 
J. S. Michael Company 
J. 8. Michael 


The 13.7 cent per Mcf rate recommended by Staff counsel is at variance with 
the 15.2 cent per Mcf rate condition recommended by the Staff’s witness. Fur- 
thermore, on cross-examination and rebuttal it was shown that the highest rates 
certificated by the Commission in Brazoria and Galveston Counties are 17.5 
and 18 cents per Mcf. It was also shown that the Commission has certificated 
a sale to Transcontinental Gas Pipe Line Corporation at an initial price of 21.5 
cents per Mcf from the High Island Field in Railroad District 3. Accordingly, 
since the Commission has certificated a price as high as 21.5 cents per Mcf in 
Railroad District 3, it would appear that Staff counsel, on the basis of their 
position relating to the Louisiana area contracts, must concede that the Texas 
area contracts should also be approved without a condition as to price. The 
fact that the 21.5 cent sale to Transcontinental Gas Pipeline Corporation is 
made in a county other than Brazoria and Galveston would seem to be 
immaterial. 

The basis upon which the Staff recommended the 13.7-cent rate for the 
Texas area sales is not clearly stated and the reasoning to support such con- 
clusion is obscure. As to the statistical field price data presented through the 
Staff witness, it should be pointed out that substantially similar data has been 
presented by the Staff in prior certificate cases but has never been relied upon 
by the Commission even though the Commission recognizes that it may be 
relevant and material in reaching conclusions as to price conditions in certifi- 
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cate proceedings. In the Seaboard case, for example, the Staff presented sta- 
tistical field price data similar to that presented in the instant proceeding. 
In its disposition of that case the Commission stated that it was “argued that 
we should employ statistical techniques involving the grouping of price data, 
and the use of average prices, to arrive at some price lower than the proposed 
sale. However, as we have shown, such price data are of little probative value 
unless it is also shown that the conditions and circumstances, as well as the 
time under which the prices were negotiated, were substantially similar. The 
introduction of such evidence in certificate proceedings makes difficult the 
timely administration of the Act, while it is doubtful if a rate reduction based 
on such data without proof of the surrounding circumstances would be held 
to be reasonable” (19 FPC at 423).” The reason the staff continues to present 
field price data is apparently due to the fact that while they have no Commis- 
sion-established formula to follow in certificate proceedings, they recognize 
what everyone must concede, namely, that there is a point beyond which pro- 
ducer rates should not be permitted to go. They are mindful also of the fact 
that the Commission has said that “the high initial prices appearing in some 


® See, however, Signal Oil € Gas Co. v. Federal Power Commission, 238 F. 2d 771, cert. 
den. 353 U.S. 923. 

1° Pertinent here is the following excerpt from the decision of the Presiding Examiner in 
El Paso Natural Gas Company, et al., Dockets G—12580, et al., filed February 26, 1959, and 
now pending before the Commission, in which he comments upon the Commission’s views 
as to when it would consider that Staff field price data would-have probative value: 


Consideration of the Commission’s views as to when it would consider that Staff data, 
such as that presented here, would have “probative value” and thus would persuade it 
to condition a certificate of an independent producer as to price leads to these con- 
clusions. As a practical matter, it would be difficult and probably impossible for the 
Staff or any distributor intervenor to present proof that all the material conditions 
and circumstances of transactions often taking place years ago were substantially 
similar to a recent transaction. The mere ascertainment of all the “conditions and 
circumstances” surrounding an earlier transaction would be an extremely time-con- 
suming, difficult, and probably impossible burden for Staff counsel or intervenors to 
meet. Moreover, even if Staff counsel or intervenors obtained and undertook to pre- 
sent evidence of earlier transactions to show that the “conditions and circumstances” 
in which the price was arrived at were substantially similar to the case at hand, 
such evidence would be subject to continuous differences of opinion as to whether 
the “conditions and circumstances” were actually similar and objections on many other 
grounds including materiality and relevancy. If such evidence were permitted to be 
introduced, the hearings would in practical effect constitute trials of earlier transac- 
tions to ascertain whether they were or were pot similar to the one under considera- 
tion and whether the ways they were different were material and the hearings would 
be interminable. Indeed, it is often difficult to ascertain all the material facts of 
a fairly recent occurrence, such as the one at hand. Moreover, sales transactions 
between independent producers and pipelines were not regulated prior to June 7, 1954, 
and accordingly there are no Commission records available regarding the “conditions 
and circumstances” under which such contracts were executed and price levels reached 
except to the extent that in certain of the Commission’s rate cases the amounts paid by 
pipeline purchasers for gas were considered an integral part of the determination of 
cost of service for such companies. However, no investigation or consideration was 
ever given to the fairness of prices charged by an unaffiliated producer. 

In addition to the problem of showing that the “conditions and circumstances” of 
past transactions were similar to those of a recent transaction, the language quoted 
from Seaboard refers to the necessity of the element of “time” being substantially 
similar, in order for an appropriate comparison to be made. Apparently, the Com- 
mission’s thought is that after the lapse of a period of relative length between the 
dates of the making of the contracts set forth in the statistical study and the date of 
the transaction which is the subject of the hearing, “‘the price data” set forth in the 
study are of little probative value. 

These Commission enumerated requirements when given effect demolish the utility 
of the statistical technique sought to be employed by the Staff in cases of this char- 
acter for purposes of conditioning certificates. 
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contracts filed with us are a matter of grave concern to us, and any valid, prac- 
ticable legal means available will be used to reduce excess prices” (19 FPC 
at 424). Accordingly in view of the Commission’s precedents which hold that 
a producer-applicant has established that the factor of “rate level” as an ele- 
ment of public convenience and necessity is satisfied by proof of “arm’s length” 
bargaining (which concededly cannot be equated to a “just and reasonable” 
rate), and in the absence of any requirements relating to the presentation of 
eost evidence by applicants in producer certificate cases, and in the absence 
of any definitive Commission-established guides, the Staff has in this and other 
eases turned to the field price data as indicative of the rapidly rising cost 
trends for natural gas in the United States as at least some reasonable indica- 
tion of the way this industry is tending and its serious effect on the pipeline 
purchaser of gas and, of course, in its ultimate effect on the consumers, which 
the Act was designed to protect. 

No evidence was presented to show whether the agreed upon rates set forth 
in the producer-applicants’ contracts are just and reasonable or unjust and 
unreasonable, it being contended by the producer-applicants and Trunkline that 
the problem of just and reasonable rates, or the testing of the contract prices 
on any basis other than agreed upon between the parties, can only be inquired 
into in a rate proceeding conducted pursuant to Sections 4 and 5 of the Natural 
Gas Act. Accordingly, they say that when they have made out a prima facie 
case under the requirements of the Natural Gas Act, as applied by the orders 
and opinions of the Commission, they are entitled to the issuance of a certificate. 
In so contending they rely upon Hope Natural Gas Company, et al., Dockets 
G-12571, et al., 19 FPC 405; Transcontinental Gas Pipe Line Corporation, et al., 
Dockets G—13143, et al., 20 FPC 264; Seaboard Oil Company, Docket G-—11970, 
19 FPC 416; Anthony J. Tamberello, et al., Dockets G—3045, et al., Opinion No. 
287; Houston, Texas, Gas & Oil Corporation, et al., Dockets G—9262, et al., 
Opinion No. 301, aff’d Florida Economic Advisory Council v. FPC., 251 F. 2d 
643, cert. den., 356 U.S. 959; Natural Gas Pipeline Company of America, et al., 
Opinion No, 299, aff'd Oklahoma Natural Gas Company v. FPC., 257 F. 2d 634. 

In making their prima facie case, each producer-applicant presented a witness 
who had participated in the negotiations of the contracts with Trunkline. These 
witnesses described the circumstances and conditions under which the contracts 
were negotiated and testified that the applicants were ready, able and willing 
to perform their obligations in accordance with the terms of the contracts when 
the Commission issues a satisfactory certificate ; that the price agreed upon by the 
producers and Trunkline were the result of arm’s length bargaining; and that 
there is a market for the gas (as shown by the fact that Trunkline has con- 
tracted to purchase the gas). To complete the prima facie showing relied upon, 
Trunkline presented evidence demonstrating that the project can be financed 
under the proposed rates and that there is a market for the gas at the proposed 
prices (as shown by Trunkline’s contract with Consumers). Thus each of the 
producer-applicants assert that the prima facie case presented is comparable 
to that presented by other applicants which have received certificates sought 
by them and that such certificates should be issued without a price condition. 

Before proceeding further it should be pointed out that the prima facie case 
which the prior Commission orders and opinions now permit producer-applicants 
to rely upon is to be contrasted with the position in Signal, supra, in which 
the Commission granted Signal a certificate for the sale of gas to Cities 
Service Gas Company on the condition that Signal file a rate of 10 cents per 
Mef for the gas to be sold, rather than the 12 cent rate provided in the sales con- 
tract between Signal and Cities Service. Over Signal’s objection to that con- 
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dition, the Court of Appeals affirmed and certiorari was denied. In this case 
the Commission rejected Signal’s argument that the 12 cent rate was reasonable 
because reached by arm’s length bargaining; found that the evidence did not 
show that Signal’s proposed 12 cent rate was just and reasonable; and concluded 
that Signal was not precluded from seeking a change in its rate structure as 
provided in Section 4(d) of the Act, and in proceedings on such a proposed 
change the Commission could pass on the reasonableness of the changed rates. 
The Court, in sustaining the Commission’s power to fix a particular rate, pointed 
out that: 


* * * Signal offered no evidence to justify the reasonableness of the pro- 
posed 12 cent rate, nor did it claim that the 10 cent rate was confiscatory. 
* * * (238 F. 2d 775). 


And the Commission in its brief in opposition to a writ for certiorari stated in 
part: 


Moreover, in sanctioning a rate which was to be effective immediately, the 
Commission was confronted with the conflicting rates sought by the various 
parties. Signal was pressing for the 12 cent rate provided in its Cities 
Service contract. On the other hand, the intervenors were urging a 10 cent 
rate. In choosing between these alternative rates, the Commission noted 
that Signal had not only failed to discharge its burden of showing the 12 
cent rate to be just and reasonable and in the public interest, but also it had 
not challenged effectively the evidence supporting a 10 cent rate or shown 
that the 10 cent rate would be confiscatory. * * * (p.15). [Italics supplied.] 


Thus the Commission contended in its brief opposing certiorari in Signal that 
the applicant had the burden of establishing that the rate level set forth in the 
contract was just and reasonable and in substance applicant had the burden 
of showing that the issuance of a certificate at the proposed rate level would 
serve public convenience and necessity. It held Signal had not met this burden 
and therefore its order issuing a certificate should be conditioned to a lower rate 
level. This Commission position sustained by the Court is the valid legal 
principle which is applicable." Any expression of view in Seaboard (19 F.P.C. 
416) and subsequent orders and opinions seemingly inconsistent with this view 
would in the light of the Court’s opinion in Signal appear to be more apparent 
than real. Accordingly it is concluded that the Court’s decision in Signal re- 
quires a holding that proof that the rate level at issue will serve public con- 
venience and necessity is a necessary part of applicant’s burden of proof. To 
hold otherwise would be to hold in the usual certificate case that an applicant 
is required to sustain the burden of proof on all matters which are usually not 
even contested and is not required to present any proof whatever on that which 
is an issue. 

In Hope (19 F.P.C. at 407) the Commission ruled: 


We are of the view that if the applicant proves there is a market for the 
gas at the proposed price and that the project is economically feasible at 
the proposed price (both market and economic feasibility being factors 


"This view is buttressed by the legislative history of the Act, particularly at the time 
that Section 7 thereof was amended in 1942. For example the House Report, referring to 
Section 7(e) states in part, “The bill when enacted will have the effect of giving the Com- 
mission an opportunity to scrutinize * * * the characteristics of the rate structure in 
connection with the proposed construction or extension at a time when such initial mat- 
ters can readily be modified as the public interest may demand.” (H. Rep. No. 1290, 77th 
Cong., ist Sess., pp. 2-3 (1941)). (Italic supplied.) 
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which we consider in determining public convenience and necessity) that it 
has sustained its burden of going forward with the evidence, and in the 
absence of evidence showing that the proposed price or rate adversely affect 
the public convenience and necessity, the applicant has made out a prima 
facie case, and a certificate should issue it. (Jtalic supplied.) 


As made abundantly clear herein, applicants are mistaken in their claim that 
the proposed field prices for gas do not adversely affect the public convenience 
and necessity. 

Trunkline’s President testified that “The only type of rate ever considered in 
our discussions with Consumers * * * was one which would reimburse Trunk- 
line for the cost of additional gas and the transportation required to serve 
Consumers. To obtain a new supply of gas for Consumers * * * and roll it into 
our overall rate structure would impose an undue burden on our present cus- 
tomers without providing any benefits to them.” In explaining the reasons for 
the spread between Trunkline’s present cost of service (27 cents) and that pro- 
posed for Consumers (4534 cents), he further testified that the reasons for this 
difference are three in number. First, the “large spread” between Trunkline’s 
present average cost of gas and the cost of gas being purchased today. Second, 
higher unit cost of the partial looping program. Third, the higher unit cost 
of the 240-mile extension of its transmission system from Tuscola to the Michi- 
gan-Indiana line while it is operating at less than its ultimate fully-powered 
capacity. 

Since it is the general practice of pipelines, including Panhandle, to roll into 
their rate structure the cost of expansion programs, and to operate on the basis 
of either uniform rates or zone rates, it is unreasonable te believe that the addi- 
tional cost of Trunkline’s proposed facilities accounts for the incremental cost 
rate proposed to be charged to Consumers. Accordingly, of the three factors 
referred to by the President of Trunkline, the factor that caused Trunkline to 
seek approval of the incremental cost rate is the high field price of gas. 

The opinions and orders of the Commission issued since the Court’s decision in 
the Signal case have, in the Examiner’s view, given every encouragement to 
producers to seek the highest possible prices for natural gas. When left in 
what is tantamount to an uncontrolled state the producers quickly demonstrated 
that they had the ability and means to exact maximum rates. This is clearly 
indicated by the testimony of a witness for Trunkline: 


PRESIDING EXAMINER: Now, is it a fact, based on your experience, you 
being the superintendent of Trunkline’s gas supply department, that the 
producers of gas seek the highest price that they can obtain in the circum- 


stances present at the time you have sought to purchase gas on the part of 
Trunkline? 
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THE Witness: I think the producers are always seeking to obtain the 
highest price that they can, but by the same token we are always seeking 
to purchase gas for the lowest price we can. 


So the freedom which producers have been permitted to enjoy has not arrested 
the unhealthy trends the Act seeks to prevent. Instead that freedom has added 
impetus to spiraling prices. And, as yet, there is no end in sight. Moreover, 
it would be quite contrary to one’s knowledge of human nature to believe that 
producers now being paid the highest prices for gas will not—if left uncontrolled 
as to price in certificate cases—seek to exact still higher prices in the future; 
that those receiving less than the highest price will bend every effort to obtain 
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at least the highest price. It was this inevitable tendency, among others, that 
made it necessary for Congress, in the enactment of the Natural Gas Act, to 
protect consumers, investors and the public generally through the allowance of 
just and reasonable rates. 

The purpose of Congress in enacting the Natural Gas Act was to provide a 
comprehensive scheme of complementary regulation to attain “a harmonious 
dual system of regulation of the natural gas industry—federal and state regula- 
tory bodies operating side by side, each active in its own sphere” (P.U.C. v. Gas 
Co., 317 U.S. 456, 467). And as the Commission said in Seaboard (19 F.P.C. at 
423), “The proper administration of the Act demands a close adherence to the 
intended scheme of the statute’. But what is the intended scheme of the 
statute? Under no circumstances could it be said that regulation was to aceord 
with arm’s length bargaining, for Congress when it enacted the Natural Gas 
Act determined that only just and reasonable rates were lawful and it is clear 
that any relationship between rates arrived at by arm’s length bargaining and 
just and reasonable rates would be purely coincidental. Furthermore, Com- 
mission jurisdiction to modify arm's length deals as to wholesale prices is 
necessary for effective exercise of its authority and to prevent undue hardships 
and handicaps on various segments of the industry from being passed on to the 
consumer who in the final analysis is without organization and whose only 
means of protection is through the proper administration of the statute, the 
most important objective of which when enacted was to protect him. The ab- 
sence of proper administration in such jurisdiction would result in substantial 
gaps in the comprehensive regulatory scheme envisaged by Congress. For 
example, lack of control over wholesale prices could easily defeat the “primary 
aim” of the statute which is “to protect consumers against exploitation at the 
hands of natural gas companies” (F.P.C. v. Hope Natural Gas Co., 320 U.S. 591, 
610). It is no secret that it has been the inevitable tendency of producers to 
increase wholesale prices to the pipeline companies to the end that their gas is 
sold in the most profitable manner and it is obvious that some unfortunate re- 
sults can, and have, resulted from this tendency and are reflected in the proposals 
herein. The longer this situation is permitted to continue, the harder it will 
be to halt the trend. It would have been easy to have held it in check from the 
outset. It is easier to correct today than tomorrow or thereafter. One thing is 
certain, the consumer has no protection from soaring prices if one segment of 
the industry, namely, the pipelines, is regulated, while another segment, the 
producers, are free to boost prices, forcing other parts of the industry to go 
along with them. As observed in the initial decision in Northern Natural Gas 
Co., Docket G-2409, 15 F.P.C. at 681, “success in the natural gas business is not 
the success of any one of the three segments * * * comprising this business. It 
is the success of all. No segment can live off the others without being lived off 
of by the others. Thus in the administration of the Natural Gas Act the 
Commission must project its view over the entire industry and determine that 
policy which will best preserve the whole rather than have each interest dic- 
tate its own policy. All this to the end that the industry in its entirety is 
assured life and strength and the consuming public is provided with adequate 
service at reasonable rates.” 

The facts as to the unhealthy trend of higher field prices and their effect 
upon other segments of the industry and consumers and investors are suffi- 
ciently reflected in this and other cases recently disposed of by the Commission 
and now pending before the Commission to make it necessary to deal with 


producer prices in a manner best calculated to protect both public and private 
interests. 
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Turning first to the adverse effects of high field prices reflected in the in- 
stant proceeding. As hereinabove pointed out, it is the ‘large spread” between 
Trunkline’s present average cost of gas and the cost of gas proposed to be 
purchased to support its expanded project that accounts for Trunkline’s incre- 
mental rate proposed to be charged Consumers. To authorize imposition of 
these rates upon Consumers, rates which have not been shown to be just and 
reasonable, would encourage all natural gas producers and all pipelines, in- 
cluding those involved here, to believe that they have the right without restric- 
tion and solely on the “devil take the hindmost” basis to pick and choose the 
customers who are the highest bidders, rather than to sell their gas on a basis 
which would best serve “public convenience and necessity” as imperatively 
required by Congressional intent as expressed in the Act. On this mistaken 
theory of regulation customers in urgent need of gas, such as Consumers, which 
is spending millions of dollars annually for new facilities, can be forced to pay 
higher prices for gas than a distributor which does not find itself in such 
critical circumstances but which could sell additional natural gas if it is made 
available to it at prices which will enable it to compete favorably with its com- 
petitors in the fuel business. On this line of reasoning, the result would be 
that where a utility is in the greatest distress for additional supplies of gas, 
the greater is the price which it would be required to pay. This concept is 
directly at variance with the entire intent, spirit and purpose of the Act. The 
mere fact that Consumers may be in a position to dispose of the gas it is here 
proposing to purchase from Trunkline can by no means be said to indicate 
that other distributors having heavier carrying cost and greater competition 
from other fuels could likewise afford to pay such a price. Furthermore, if 
producers are free to exact maximum rates they can effectively nullify all 
efforts of distributors to effect savings through the construction of storage 
facilities and otherwise, creating (1) a lack of investor confidence in the 
ability of distributors to protect their investments, (2) a lack of confidence 
of consumers in the processes of government itself, and (3) impose higher costs 
upon consumers. 

The adverse effect of high field prices has been reflected in cases recently 
before and now pending before the Commission. Two cases will suffice to 
illustrate this fact. 

The initial decision in Tennessee Gas Transmission Company, Docket G—11107 
(21 F.P.C, 85, 107), affirmed by the Commission as to the point here under con- 
sideration (21 F.P.C. 70), pointed out that Tennessee’s proposed rate for peak 


service in the New England area was wholly without justification, and in that 
connection stated : 


* * * As the Examiner pointed out in the Central Kentucky Natural Gas 
Company case (15 F.P.C. 700, 726), affirmed by the Commission (15 F.P.C. 
730), “while the Commission in the past has been concerned chiefly with 
(1) the issuance of certificates of public convenience and necessity au- 
thorizing the construction of facilities, and (2) the fixing of rates, now that 
billions have been invested in the natural gas industry the Commission 
is faced with the necessity of giving equal attention, if not greater atten- 
tion, to the protection of the investments made. Perhaps the greatest 
need of the industry today and in the future is stability to the end that it 
may still march on for the benefit of all * * *.” 

If field prices for natural gas continue to increase, the conditions in the 
New England area will inevitably spread throughout Tennessee’s system, 
that is all the way back to the wellhead, with consumers being penalized 
every foot of the way. The same will be true as to other pipeline and 
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distribution systems. In view of this prospect, there must be a recognition 
of the changing conditions. What was suitable in the industry as it has been 
in the past, so far as a continuation of the up-trend in prices and compe- 
tition are concerned, will not do at all in the future. No segment of the 
industry lives just for itself. It exists for the benefit of the whole industry. 

If natural gas service can continue to be made available at rates reason- 
able to all, it can serve as the cornerstone of a healthy gas industry. On 
the other hand, if the foundation of such industry is undermined by the 
lack of reasonably priced services, then the resulting weakness will not 
only adversely affect, but it might even destroy, the investments which 
have been made in pipeline and distribution properties, to say nothing of 
the harm done to consumers. 

The constantly increasing field prices paid by pipelines have, in the 
Examiner’s view, overshadowed all other developments in the past few 
years in the natural gas business. Accordingly, investors, distributors 
and consumers have found themselves under the necessity of reappraising 
the situation and outlook in the light of new economic uncertainties little 
dreamed of before. In these circumstances, it is not surprising that dis- 
tributors such as the New England companies and others are beginning 
to take a jolting after a sustained advance. But this jolting is no justifi- 
eation for Tennessee’s proposed peak service when its customers enter a 
period of tough competition, particularly when that competition will increase 
with each rise in the field price of gas. ; 

It seems strange to the Examiner that Tennessee should here seek to ren- 
der uneconomical peaking service to the New England companies after 
having successfully convinced the Commission of the urgent necessity for 
purchasing the CATCO natural gas reserves. The CATCO natural gas is 
being purchased under contracts providing for the delivery of approximately 
2 trillion cubic feet over a 30-year period, at prices ranging from 22.4 to 35.4 
cents per Mcf. These contracts provide the highest initial price and the 
greatest rate of price escalation known insofar as southwest purchases are 
concerned. According to the contention of Tennessee’s counsel the “recover- 
able reserves controlled by Tennessee, as of January 1, 1957, amounted to 
14,798,003 MMcf. By adding spot purchases the figure becomes 15,821,731 
MMcf * * *. By using the estimated customers’ requirements until 1964 
(year of maximum requirements) and the 1964 requirements thereafter 
as the measure of the system requirements, the reserve life index for 
Tennessee’s system is 19.6 years of the proposed sale to Midwestern 
at Docket G—9454 is excluded, and 18.2 years if that proposed sale is 
included * * *.” No one, of course, would question the wisdom of a pipe- 
line company in having available to it adequate gas reserves. However, 
with its customers running into trouble in their distribution areas Tennessee, 
if it wants to assist those customers, should, in the Examiner’s view, be 
urging the Commission, among other things, to take appropriate actions to 
stabilize field prices rather than let such prices go to unprecedented heights. 
While a pipeline company which has grown prosperous over years of 
reasonable prices may be able to seek and obtain business in areas in which 
it does not now serve, the same is not true of distributors. They are forever 
confined to their present service areas which can become smaller instead of 
larger depending upon their ability to compete with their competitors for 
the consumer’s dollar. If distributors are to prosper and consumers are to 
benefit, the distributors must be given as much room as the other two 
segments of the industry, namely, producers and pipelines, in which to 
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advance. This is the only state in which the industry can cope with its 
ever increasing and complex problems. 
* * * * * * + 

™% The one factor which is perhaps giving natural gas distributors their greatest con- 
cern today is the skyrocketing prices paid to producers for, as hereinabove indicated, a 
continuation of such increases could push the cost of gas to the point where the 
average consumer cannot afford to pay for it or convert to its use. This factor, how- 
ever, can be controlled by the Commission in appropriate circumstances (Signal case, 
supra) and may have to be controlled to prevent nullification of the “primary aim” of 
the statute which is “to protect consumers against exploitation at the hands of natural 
gas companies” (FPC v. Hope Natural Gas Co., 320 U.S. 591, 610; Phillips Petroleum 
Co. v. Wisconsin, 347 U.S. 672, 685). Whether the Commission can or should exer- 
cise its discretion in a certificate proceeding to keep producer prices down to the 
point where they will not exceed average field prices is one of the issues presently 
pending for decision before the United States Circuit Court of Appeals for the Third 
Cireuit in Public Service Commission of the State of New York, et al. v. FPC, Nos. 
12.401 and 12,403. This case involves the contract price for CATCO gas reserves 
acquired by Tennessee as a part of its over-all gas supply relied on in Docket G-11107 
(17 FPC. 732, 880). 

It would appear that every increase in the field price of gas that is allowed to 
become effective will prove to be another shot in the arm for the coal and other fuel 
industries and a darkening cloud for the pipelines, distributors and consumers. 

Under no circumstances should the producer’s appetite for higher field prices be 
permitted to become a pit Into which any segment of the industry may fall. Stated 
another way, the profit sheet of the producer is not the only yardstick of a healthy 
industry, for now that billions of dollars have been invested the investments made must 
be protected and dependable markets assured. A continuation of higher field prices 
can only mean that pipeline companies and distributors will find their profit margins 
pinched between higher costs and consumer resistance to price increases. 


Questions relating to the CATCO reserves are involved in litigation now 
pending before the Supreme Court for review. In connection with the purchase 
of those reserves it should be observed that those reserves are now a part of 
Tennessee Gas Transmission Company's system reserves and that Tennessee’s 
newly created subsidiary, Midwestern Gas Transmission Company, now has 
pending before the Commission for decision its application (in Dockets G—16841, 
et al) for service to the Chicago-Gary area. In the event Midwestern’s applica- 
tion is approved, its entire gas supply will be obtained from Tennessee’s system. 
Thus the CATCO reserves constitute a part of Tennessee’s reserves relied upon 
by Tennessee to serve both Midwestern and its other customers.” 

It is a matter of common knowledge that in the Midwestern case now pending 
before the Commission that the three distributors in the Chicago-Gary area 
have taken a firm position as to the commodity level of the rate to be charged 
them. Their position is that the commodity rate level cannot conform to the 
Atlantic Seaboard formula for competitive reasons. Thus such position regard- 
ing a low or fixed commodity cost to permit distributors to maintain a competi- 
tive position with other fuels can only mean that as the cost of gas increases, 
such increases can only go in the demand component and hence be loaded upon 
the firm loads. 

In short what Midwestern is seeking in its application is to have the Com- 
mission distort costs for competitive reasons. Apparently Midwestern’s cus- 
tomers realize that they cannot obtain state commission approval of such a 
distortion, but that if this Commission approved the distortion of costs then 


12 Tennessee owns and operates a billion dollar natural gas pipeline system extending in 
a northeasterly direction from its sources of supply in Texas and Louisiana through the 
States of Arkansas, Mississippi, Tennessee, Kentucky, West Virginia, Ohio, Pennsylvania. 
New Jersey, New York and into Massachusetts, New Hampshire, Rhode Island, and Con- 
necticut, and is presently making deliveries of natural gas through its Niagara spur at 
Niagara Falls for export and resale in the Toronto area (21 FPC 70, 87). 
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such approval might be accepted by the state commission for its regulatory 
purposes. 

Thus it has been shown that in the Tennessee case the high field cost of gas 
magnified the problems facing both Tennessee and its distributors. In the Mid- 
western case the applicant’s high cost of gas has resulted in its effort to have 
the Commission abandon, for the purposes of that case, the Atlantic Seaboard 
formula, and in the instant proceeding the high field cost caused Trunkline to 
seek an incremental rate. These applicants either overlook or ignore the fact 
that there is a point beyond which a regulatory Commission must not go if it 
is to stay within the perimeter of the Act. 

The clear answer to the ever increasing problems in the natural gas business 
is not a continuous spiral of field prices, but rather a regulation of such prices 
from the outset so that there will be no necessity for distortion of cost, incremen- 
tal rates, and the like. In this regard it may be observed that the coal industry 
has gone through a long period of readjustment, consolidations, mechanization, 
etc., in order to stay in business. To now permit a distortion of costs between 
the demand and commodity components of a rate schedule (because of rates 
with respect to which the producers have never been required to sustain the 
burden of proof) to result in taking business from the coal industry would be 
to permit a result unequaled in regulatory history. 

The Commission has pointed out that “the high initial prices appearing in 
some contracts filed with us are a matter of grave concern to us, and any 
valid, practicable legal means available will be used by us to reduce excessive 
prices” (19 FPC 424). But of course, as the Commission has held, “It is not 
enough merely to select arbitrarily or at random some price a cent or two or 
three lower than the price for the proposed sale. There must be some rational 
basis for the new price—a ‘grab bag’ approach will not suffice; it must be 
arrived at by some process of reasoning in the application of some understand- 
able criterion, if the condition whereby it is imposed is to be found ‘reasonable’ 
within the meaning of Section 7(e).” (19 FPC 423.) The Commission has 
ruled out area prices, or prevailing prices, as being a rational basis for the 
imposition of conditions in certificate cases. Acceptance of area or prevailing 
prices at today’s levels would be like locking the door after the horse has been 
stolen, for clearly producers should not be permitted to inflate prices through 
arm’s length deals and then be authorized to rely upon such increased prices 
when they have never been required to sustain the burden of justifying the 
contract rates. 

What is a reasonable method? In the Examiner’s view, one method is that 
followed by the Commission in fixing a specific date (June 7, 1954) as the 
eontrolling date for making compliance filings under its orders. For that 
purpose the Commission agreed to accept rates actually being charged by pro- 
ducers on June 7, 1954. The terms and conditions of service and the rate to 
be charged therefor represented the producers’ own contractual undertaking at 
that date. The Commission merely required that existing rates without regard 
to any possible unlawfulness be filed and that proposed increases be effected by 
means of the processes required by the Act. The Commission could now fix 
the contract price of a producer in effect pursuant to a tariff filed and for 
certificate purposes either permit the use of that tariff or require producers, in 
later certificate proceedings, to sustain the burden of proof of showing that a 
greater price is required to prevent confiscation or to achieve a just and reason- 
able rate. 

The Commission has set down for hearing a number of independent producer 
rate cases. In fact, hearings have been completed in some of such cases. In 
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a hearing now in recess, i.e., Gulf Oil Corporation, et al., Dockets G—9520, et al., 
the proceeding was initiated under Section 4(e) of the Natural Gas Act by 
Gulf’s filing of proposed increases in certain of its rates, which proposed 
increases have been suspended by orders of the Commission. However, the 
Commission in an order issued February 12, 1959, broadened the scope of the 
proceeding by invoking its powers to include all of Sections 5, 14, 15 and 16 
of the Act as well. Accordingly, although forty-four dockets were originally 
set down for hearing, those being the suspended rates filed by Gulf, the order of 
February 12th substantially enlarged the scope of these proceedings both 
qualitatively and quantitatively beyond those forty-four dockets by ordering an 
investigation of all jurisdictional rates and charges of Gulf. Gulf’s evidence 
of necessity related to its company-wide operations and to its total sales of 
natural gas. Should the Commission determine that Gulf is not entitled to 
the maintenance of all of its present contracts with separate rates, but rather 
that it would be more consistent with the principles governing ratemaking 
to order a rolled-in rate to produce just and reasonable rate as required by 
the Act, it may be that such ultimate rate will be at a different level than 
that contended for in any separate rate filing. Should the Commission deter- 
mine that a single rolled-in rate is appropriate it would then be in a position 
to thereafter limit Gulf’s rates in certificate proceedings to the single rolled-in 
rate in the absence of a showing made by Gulf of the necessity for a higher rate. 

The point is that once the Commission determines what is the just and 
reasonable rate for a particular producer the producer can thereafter be per- 
mitted to charge the same rate in later certificate proceedings for the reason 
that when the single rate applies to system-wide operations and costs, facts 
relating to a particular sale are not a direct complication of the rate. It is 


for this reason that pipelines and distributors are able to apply for and render 
additional service without requesting increases in rates. 

For all of the foregoing reasons, including the failure of the producers to 
sustain the burden of proof, the applications of the producers must be denied. 
Denial of such applications, of course, also follows from the denial of Trunkline’s 
application. 


Requests By Intervenors 


Two intervenors, namely, Battle Creek and Michigan Gas, which are not 
now customers of Trunkline, presented evidence in support of requests for 
allocations of gas from Trunkline’s proposed project. Trunkline does not 
deny that they have a dire need for additional quantities of gas but, until it 
filed its reply brief, it contended, among other things, that. by reason of its 
contractual commitment to sell the entire 135,000 Mcf to Consumers, it was 
unable to sell gas to them. In its reply brief, however, Trunkline agrees to 
sell Michigan Gas the 6,000 Mcf sought by it if the Commission finds that the 
public convenience and necessity requires such sale. Trunkline continues its 
opposition to any allocation of gas in this proceeding to Battle Creek. The 
requests of Battle Creek, Michigan Gas and other intervenors will now be 
considered. 

Battle Creek’s Request. Battle Creek, a customer of Panhandle, seeks what 
amounts to a peaking service, namely 4,000 Mcf per day for the five winter 
months of November through March of each year, with no gas to be purchased 
by it during the other seven months of the year. It proposes to purchase this 
gas at Tuscola, at a rate based on incremental costs at that point, and to have 
the gas transported to its service area through Panhandle’s facilities in the same 
manner that Battle Creek is presently receiving its gas supply, a portion of 
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which is obtained by Panhandle from Trunkline at Tuscola. Battle Creek’s 
position is that Trunkline’s proposal should include service to the areas as a 
whole and should not be confined to the selection of a single preferred customer. 
Its brief is also careful to point out that Trunkline’s proposal is to make 
available additional gas supplies to Consumers “in a geographic area completely 
surrounding Battle Creek.” (Italic supplied.) Obviously if Battle Creek were 
to remain in short supply and Consumers at any time in the future found 
itself with more than an adequate gas supply, such circumstances might con- 
stitute justification for an encroachment by Consumers upon Battle Creek’s 
service area. This is another reason why it is against the public interest to 
permit pipelines to pick and choose the customers it will favor or serve. Regard 
must be had for the interest of others. Furthermore, such a possibility as that 
referred to makes it apparent why the Commission in all cases must exercise 
its allocation authority on the basis of the record made rather than permit 
it to be exercised by private parties through negotiation. 

Battle Creek says it intends to file a Section 7(a) application, if necessary, 
requesting the Commission to order Panhandle to deliver the additional 4,000 
Mcf per day to Battle Creek if such quantity is made available in these pro- 
ceedings, but in this connection it concedes that “Panhandle might have to 
expand its facilities.” Moreover, it suggested on the record that its additional 
requirements could be met by displacement from Consumers during the critical 
cold periods of demand for Battle Creek and replaced during Consumers’ off 
peak, or storage, periods of demand. 

While it accords with applicable provisions of the Act to reserve allocations 
of gas contingent upon the outcome of other filings and proceedings, as the Com- 
mission at times has had oceasion to do (Transcontinental Gas Pipe Line Corp., 
et al., Docket G-1411, et al., 10 FPC 469, 512, 520; Frederick Gas Co., Inc., Docket 
G-1944 (11 FPC 691); Texvas Gas Transmission Corp. et al., Docket G—1847, et 
al., (11 FPC 227, 273)), it must be clear at the outset that appropriate ar- 
rangements can or have been made and that the proposal is economically feasi- 
ble. Such a showing is lacking in the record here. Battle Creek made no show- 
ing that it is economically feasible for Trunkline to render service to it, or that 
it is economically feasible for Battle Creek to buy gas for five months of the 
year, as it proposes, under a rate schedule for year-round firm service. More- 
over, there is no proof as to any agreement between Consumers and Battle Creek, 
or that one could be reached, for its delivery of gas in the manner suggested, 
or what costs or operating difficulties would be associated therewith. Accord- 
ingly, Battle Creek’s involved proposal herein must be rejected. 

Michigan Gas’ Request. Michigan Gas distributes natural gas in 28 Michigan 
cities and towns to more than 34,000 customers. Its service area extends across 
the entire southern region of Michigan from Monroe, on Lake Erie, in the east, 
to Benton Harbor, on Lake Michigan, in the west. This service area is divided 
into two divisions. One, the Western Division, is served with gas supplied by 
Michigan Wisconsin Pipe Line Company and is not involved in this proceeding. 
The other, the Southern Division, which is involved in this proceeding, is served 
with gas supplied by Panhandle and is comprised of the major cities of Monroe, 
Coldwater and Sturgis. 

Michigan Gas is seeking 6,000 Mcf of firm gas per day for the Coldwater 
District of its Southern Division and proposes to construct, at an estimated cost 
of $416,000, an 18-mile lateral line extending from its existing facilities at Stur- 
gis to a point of connection with the terminus of Trunkline’s proposed sales 
lateral on the Indiana-Michigan border. The proposed line is financeable; ade- 
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quate to transport the volumes from Trunkline; and the cost thereof is reason- 
able. The compelling need of Michigan Gas for the additional supply of gas is 
clear. 

Michigan Gas says that it leaves to the “Commission the mechanics of getting 
the gas to the markets of Michigan Gas in the most economical manner. And 
it goes without saying that, should an allotment of gas be granted to any other 
of Panhandle’s customers on a more favorable basis than the proposal * * * 
outlined, Michigan Gas should be accorded like treatment.” 

Michigan Gas is seeking additional supplies of gas in this and two other Com- 
mission proceedings. (1) It is hopeful of obtaining gas from Panhandle as a 
result of its authorized abandonment of service to Michigan Consolidated 
(Docket No. G—11061), but must await the outcome of an allocation hearing 
scheduled to commence June 16, 1959. Moreover, the abandonment authorized 
by the Commission is now involved in court proceedings. (2) In Docket No. 
G-—13858 Michigan Gas is seeking a supply of gas for the Sturgis-Coldwater area 
from Michigan Wisconsin. On January 30, 1959, the Examiner in that proceed- 
ing issued his decision granting partial relief to Michigan Gas to serve only the 
Sturgis area with gas from Michigan Wisconsin. The outcome of this case is 
still in doubt due to the exceptions filed by Panhandle and Commission Staff 
counsel to the initial decision asking that the Examiner be reversed and that the 
Section 7(a) application of Michigan Gas be denied. In this proceeding the Ex- 
aminer found that the needs of the Southern Division were urgent and that the 
5,500 Mcf proposed by Panhandle “would fall far short of meeting” the needs 
of Michigan Gas. In this regard counsel for Michigan Gas say that “Panhandle 
argues speciously that it is taking care of the needs of Michigan Gas.” 

In its reply brief Trunkline states that it “has no objection to selling 6,000 
Mef per day to Michigan Gas * * * under * * * its proposed Rate Schedule 
P-2.” In the event Trunkline is authorized to construct its proposed facilities 
it should be ordered to establish physical connection of its proposed facilities 
with the proposed facilities of Michigan Gas and to sell and deliver up to 6,000 
Mcf per day to Michigan Gas at the terminus of its proposed facilities on the 
Indiana-Michigan line. 

Request of the Cities of Kevil, Arlington and Barlow, Kentucky. While no 
appearance was entered on behalf of the Cities of Kevil, Arlington and Barlow, 
Kentucky, and they failed to present any affirmative case of their own, they filed 
a brief in which they state that they are “in close proximity to Trunkline’s 
pipeline, which is the only feasible source of supply” for them; that they have 
filed Section 7(a) applications in Docket Nos. G—17654, G—17655 and G—17656; 
and that upon the basis of the engineering studies submitted with each of those 
applications they are seeking a combined allocation of 1251.8 Mcf per day out of 
Trunkline’s proposed increased capacity. However, the failure of the Commis- 
sion to consolidate the three Section 7(a) applications with others in this pro- 
ceeding, plus the failure of the three cities to present evidence in support of an 
allocation or reservation of gas, makes it inappropriate to consider here the con- 
tentions set forth in the brief or to grant the relief requested. 

Request of Central Illinois. Central Illinois presented no evidence in this 
proceeding. However, it filed a reply in which it states that it owns and 
operates natural gas distribution systems in twenty-one cities, villages and 
rural areas adjacent thereto in the State of Illinois; that it delivers and sells 
natural gas to approximately 45,000 customers; that Trunkline is its sole source 
of supply for three of the cities and villages it serves and Panhandle is its 
sole source of supply for the other eighteen; and that it has been compelled to 
operate under restrictive orders of the Illinois Commerce Commission since 
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December 11, 1946, due to the large and continuing unsatisfied demand for 
natural gas for space heating service in the area in which it sells natural gas. 

Central Illinois “requests: (1) if the application is granted, that a condition 
be imposed which would prevent any part of the cost of the proposed project 
being allocated to Trunkline’s existing customers as long as such customers 
receive no additional gas therefrom; or (2) if the Presiding Examiner deter- 
mines that his approval of the application should be conditioned upon the filing 
of rate schedules conforming to Staff Method No. 1 as suggested by Staff 
Counsel in their Brief, that such approval be further conditioned by a pro 
vision which will afford Central Illinois an opportunity, both as a direct 
eustomer of Trunkline and as a customer of Panhandle, to support its claim 
to a fair portion of any additional quantity of gas which may become available 
as a result of the consummation of the proposed project.” 

Illinois Power’s Request. Illinois Power, a customer of Panhandle, appeared, 
through counsel, at the opening day of the hearings and participated in pre 
liminary cross-examination of some of Trunkline’s witnesses. However, it did 
not present an affirmative case of its own. 

Illinois Power serves an estimated 650,000 people. In its Supply Area B, 
Panhandle, at the moment, is the sole source of supply. The major cities 
served by it in this area are Decatur, Clinton, Champaign, Urbana, Danville, 
Jacksonville, Galesburg and Monmouth. 

Trunkline’s projected transmission line passes through Illinois Power Supply 
Area B, passing between the cities of Danville and Champaign. 

Illinois Power, in its main brief, “requests the Commission, if it should see 
fit to grant Trunkline’s application * * * to impose, on the issuance of any 
certificate, a condition that will preclude Trunkline from allocating to Pan- 
handle and Panhandle’s existing customers, any portion of the costs involved 
in the proposed new facilities. If, however, the Commission does not feel 
that such a condition is necessary or desirable, then Illinois Power requests 
that the hearing be reopened for the purpose of permitting Panhandle’s cus- 
tomers to show their requirements in order to get their fair share of the 
expanded capacity or, in the alternative, that the new capacity be reserved by 
the Commission until such time as an allocation proceeding may be instituted 
on the combined Panhandle-Trunkline system so as to give Illinois Power, 
among others, through Panhandle, a fair share of the new quantities of gas 
that would be made available by the proposed facilities.” 

Illinois Power, in its reply brief, “requests that if the project as presented is 
approved by this Commission, the Commission should not attach a condition 
containing a cost allocation on the basis of Staff’s Method 1, but should impose 
a condition that will preclude Trunkline from allocating to Panhandle and 
Panhandle’s customers any portion of the cost involved in the proposed new 
facilities.” 

City of Macon, Tennessee, The City of Macon, Tennessee, intervened and 
appeared seeking a small gas supply from Trunkline. However, no testimony 
or evidence was presented in support of the petition to intervene. This was 
apparently due to the fact that Trunkline witnesses testified that the system 
was incapable of making the deliveries to the City of Macon in view of prior 
contract commitments to other customers. 


Conclusion 


In the consideration and disposition of this case the Examiner has proceeded 
with the same freedom he exercised in the consideration and disposition of the 
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Central Kentucky Natural Gas Company, et al., case (15 FPC 700), which 
decision was sustained by both the Commission (15 FPC 730) and the Court 
on review (Cincinnati Gas & Electric Co., et al. v. FPC., 246 F. 2d 688). Such 
freedom, in the instant proceeding, is permitted by the lack of a Commission- 
established formula for disposing of applications filed by producer-applicants 
in certificate proceedings, and .by the further fact that the Commission has 
made it abundantly clear that up to now it has “proceeded on a case-by-case 
basis in the light of the particular facts presented in concrete cases” (20 FPC 
at 572-573). As pointed out in the initial decision in the Central Kentucky case 
(15 FPC at 708-709, 719) : 

* * * While regulatory Commissions normally adhere to prior decisions 
involving the same matter, counsel overlook the fact that if exactly identi- 
cal conditions were presented, the Commission could now decide the ques- 
tions differently. * * * 

It may be pointed out here that events and situations are considered in 
relation to their causes and results. This makes it necessary for the 
Commission to deal not only with successive changes as they occur, but 
to utilize experience gained to more effectively deal with regulatory mat- 
ters not involving change. Thus once it is demonstrated that practices 
and procedures are inappropriate for any reason, the Commission, having 
continuous jurisdiction, performs one of its primary functions in permit- 
ting or prescribing appropriate readjustments to provide a more stable 
basis for the continuous progress of the regulated industry. Stated another 
way, the Commission’s orders are a necessary adjunct to carrying out the 
purposes of the statute it administers and recognizes that what once may 
have appeared to be an ideal regulatory action can be completely out of 
step with present and expected future conditions. 


* * * ” * - * 


* * * In this situation, it is much better for the Commission to act in 
a timely way when a threat to economic stability appears on the horizon 
than to await the development of difficulties. 

It is indeed regrettable that a distributor such as Consumers has been forced 
to wait so long for a proposal for additional natural gas service which it so 
urgently needs, and that such proposal is unacceptable. The Commission, how- 
ever, is under a duty to take such steps as are necessary and appropriate to 
enable those whose activities Congress has decreed shall be regulated to comply 
with the provisions of the Act. 

If applicants expect immediate and favorable action on their proposals, what 
they propose must be timely filed and be within permissible regulatory author- 
ity. As the United States Court of Appeals for the Fourth Circuit said in 
Pennsylvania Water & Power Co. v. Consolidated Gas Electric Light and Power 
Company of Baltimore, 184 F. 2d 552, 567: 

One of the most important duties of a public utility, inherent in its 
franchise to serve the public, is the duty to take the initiative in proposing 
reasonable rates and rendering adequate services, taking into account 
changing conditions; and the utility is not relieved from this duty because 
its activities are subject to governmental regulation for a regulatory 
commission is not clothed with the responsibility or qualified to manage 
the utility’s business * * *, 

For all of the reasons hereinabove set forth, all of the applications of the 
applicants herein are denied. 

Franois L. HALL, 
Presiding Examiner. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


PACIFIC POWER & LIGHT COMPANY, DOCKET NO. E-6882 


ORDER AUTHORIZING MERGER OR CONSOLIDATION OF PACILITIES, ASSUMPTION OF 
LIABILITY, AND ISSUANCE OF SECURITIES 


(Issued May 22, 1959) 


Pacific Power & Light Company (Applicant) filed an application on April 
27, 1959, for an order, pursuant to Sections 203 and 204 of the Federal Power 
Act, authorizing Applicant to merge its facilities subject to the jurisdiction 
of the Commission with those of Rawlins Electric Company (Rawlins Electric) 
and to assume certain liabilities and to issue certain securities in connection 
with the proposed merger. 

Applicant is incorporated under the laws of the State of Maine and is 
authorized to do business as a foreign corporation in the States of Oregon, 
Washington, Wyoming, Montana and Idaho, with its principal place of busi- 
ness at Portland, Oregon. Applicant is engaged principally in the business of 
generating, purchasing, transmitting, distributing and selling electric energy 
in the States of Oregon, Washington, Wyoming, Montana, and Idaho.’ In 
1958, Applicant supplied energy to an average of 296,901 retail customers. 

Rawlins Electric is incorporated under the laws of the State of Wyoming and 
is authorized to do business in that State only, with its principal place of 
business at Rawlins, Wyoming. Rawlins Electric is engaged in the business of 
generating, purchasing, transmitting, distributing and selling electric energy 
in Rawlins, Wyoming, and areas adjacent thereto. As of February 28, 1959, 
Rawlins Electric had approximately 3,300 retail customers in a territory having 
an estimated aggregate population of 9,750. 

Applicant and Rawlins Electric and a majority of their respective directors 
have entered into an Agreement and Act of Merger (Merger Agreement), dated 
February 27, 1959, providing for the merger of Rawlins Electric into Applicant, 
Applicant to be the surviving corporation.2 When the Merger Agreement be- 
comes effective,’ the separate existence of Rawlins Electric will cease and Appli- 
eant will succeed to all rights and properties and will become subject to all 
liabilities and obligations of Rawlins Electric. Among Rawlins Electric’s 
liabilities which Applicant will assume are $530,000 aggregate principal amount 
of First Mortgage Bonds of various maturities and $182,000 aggregate principal 
amount of unsecured Promissory Notes. Under the provisions of the Merger 
Agreement, each of the 5,000 presently outstanding shares of Common Stock, 
par value $100 per share, of Rawlins Electric will be converted into six shares 
of Common Stock, par value $6.50 per share, of Applicant on the effective date 
of the proposed merger. To effect the proposed merger, Applicant will issue 


1 Applicant also supplies water, steam heating and telephone service in various com- 
munities in its electric service area. 

2The application indicates that the requisite approval of the Merger Agreement by the 
stockholders of Applicant and Rawlins Electric, respectively, has been given. 

*Subject to obtaining all necessary regulatory authorizations, the Merger Agreement 
will become effective upon its being filed and recorded in accordance with applicable 
statutes. 
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an aggregate of 30,000 shares of its Common Stock.‘ The application states that 
this stock conversion was arrived at as the result of arm’s length negotiations 
between the managements of Applicant and Rawlins Electric and that all 
factors having a material bearing upon a fair and reasonable ratio of ex- 
change were taken into consideration in such negotiations. 

The application represents that the utility plants of Applicant and Rawlins 
Electric are recorded at original cost on their respective books. As of 
February 28, 1959, the stated original cost of the utility plant of Applicant 
was $350,664,737 and that of Rawlins Electric was $1,740,639, with applicable 
reserves for depreciation of $40,282,248 and $240,326, respectively. The pro- 
posed merger will not result in the creation of an acquisition adjustment on 
the books of Applicant. 

According to the application, the proposed merger includes all the operating 
facilities of Applicant and of Rawlins Electric and upon consummation of 
the proposed merger these facilities will be used for the same purposes as 
at present. In addition, the application recites that the proposed merger will 
have no effect upon any contract for the purchase, sale, or interchange of 
electric energy. 

Applicant states that the electric energy requirements have been growing 
rapidly in Rawlins Electric’s service territory in Wyoming, which lies south- 
west of the area served in that State by Applicant; that the systems of Rawlins 
Electric and Applicant are already interconnected by transmission lines of the 
United States Bureau of Reclamation (Bureau) and the Bureau presently sup- 
plies substantially all the energy needs of Rawlins Electric; that such energy 
available from the Bureau will be curtailed in the near future; and that the 
most economical source of additional energy in Wyoming is from steam gener- 
ating installations, such as Applicant’s Dave Johnston plant at Glenrock, 
Wyoming, the energy from which plant can be transmitted over the Bureau’s 
lines to the territory presently served by Rawlins Electric. 

Written notice of the application has been given to the Public Utility Com- 
missioner of Oregon, the Washington Public Service Commission, the Public 
Service Commission of Wyoming, the Board of Railroad Commissioners of Mon- 
tana, and the Idaho Public Utilities Commission, and to the Governor of each of 
those States. Notice of the application has also been given by publication in the 
Federal Register on May 7, 1959 (24 F.R. 3714), stating that any person desiring 
to be heard or to make any protest with reference to the application should on 
or before May 18, 1959, file with the Federal Power Commission, Washing- 
ton 25, D.C., petitions or protests. No petition or protest or request to be heard 
in opposition to the granting of the application has been received. 

The Public Utility Commissioner of Oregon, by order dated May 18, 1959, and 
the Idaho Public Utilities Commission, by order dated May 7, 1959. authorized 
Applicant to issue securities and to assume liability in respect to securities 
of Rawlins Electric in the manner and for the purposes described above. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tions 203 and 204 of the Federal Power Act subject to the jurisdiction of the 


#On the books of Applicant, the 30,000 new shares of Common Stock, par value $6.50 
per share, to be issued for 5,000 shares of Rawlins Electric’s Common Stock, par value 
$100 per share, total par value $500,000, will be recorded by a credit of $195,000 to 
Common Stock account and a credit of $305,000 to Premium on Capital Stock account. 
Applicant will also record, in its Earned Surplus account, Rawlins Electric’s Earned 
Surplus of $152,883 (as of February 28, 1959). 
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Commission as heretofore determined and set forth in the Commission’s order 
issued April 24, 1958, In the Matters of The California Oregon Power Com- 
pany and Pacific Power & Light Company, 19 FPC 573. 

(2) By the proposed merger facilities, as described above, Applicant will 
merge or consolidate its facilities subject to the jurisdiction of the Com- 
mission with those of Rawlins Electric, another person, within the meaning 
and subject to the requirements of Section 203 of the Act. 

(3) The proposed merger or consolidation of facilities, as recited above, 
upon the terms and conditions set forth in the application and subject to the 
provisions of this order, will be consistent with the public interest as ex- 
pressed in Section 203 of the Act for the reasons set forth above. 

(4) The proposed assumption of First Mortgage Bonds and Promissory Notes 
of Rawlins Electric by Applicant, as described above, will constitute an as- 
sumption of liability in respect of securities of another person, and the pro- 
posed issuance of Common Stock by Applicant, as described above, will consti- 
tute an issuance of securities, all within the purview of Section 204 of the Act. 

(5) Applicant is not organized and operating in a State under the laws of 
which the assumption of liability and issuance of securities here involved are 
regulated by a State commission within the meaning of Section 204(f) of the 
Act, and the proposed assumption of First Mortgage Bonds and Promissory 
Notes and the proposed issuance of Common Stock are, therefore, not exempt by 
virtue of that Section from the requirements of Section 204 of the Act. 

(6) Under the circumstances set forth above, the competitive bidding re- 
quirements of Section 34.1a (b) and (c) of the Commission’s Regulations un- 
der the Federal Power Act are not applicable or appropriate to the proposed 
assumption of First Mortgage Bonds and Promissory Notes and the proposed 
issuance of Common Stock. 

(7) The proposed assumption of liability and the proposed issuance of secu- 
rities, as hereinafter authorized, will be for a lawful object, within the cor- 
porate purposes of the Applicant and compatible with the public interest, 
which is appropriate for and consistent with the proper performance by the 
Applicant of service as a public utility and which will not impair its ability 
to perform that service, and is reasonably appropriate for such purposes. 

(8) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed (a) merger or consolidation of the facilities of Rawlins 
Electric by Applicant, (b) assumption of liability in respect of securities of 
Rawlins Electric by Applicant, and (c) issuance of securities by Applicant, all as 
described above, are hereby authorized and approved upon the terms and con- 
ditions and for the purposes set forth in the application, subject to the pro- 
visions of this order. 

(B) Applicant shall record the tranSactions herein authorized and the facili- 
ties and properties referred to above as provided in the Commission’s Uniform 
System of Accounts Prescribed for Public Utilities and Licensees. 

(C) This authorization shall expire unless the transactions hereby authorized 
are consummated within 90 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determination of costs, or any other matter 
whatsoever which is now pending or which may come before this Commission or 
any other regulatory body. 
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(E) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect of any securities to which this 
order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck,, 
Arthur Kline and John B. Hussey. 


DUKE POWER COMPANY, DOCKET NO. E-6878 
ORDER AUTHORIZING ISSUANCE OF PREFERRED STOCK 
(Issued May 25, 1959) 


Duke Power Company (Applicant), incorporated under the laws of the State of 
New Jersey and qualified to do business as a foreign corporation in the States of 
North Carolina and South Carolina, with its principal place of business at Char- 
lotte, North Carolina, filed an application on April 13, 1959, as amended on 
May 8, 1959, for an order, pursuant to Section 204 of the Federal Power Act, 
authorizing the issuance of 250,000 shares of Cumulative Preferred Stock, Series 
B, par value $100 per share, to be sold at competitive bidding. 

On or about May 28, 1959, Applicant proposes to invite sealed written bids for 
the purchase of the Preferred Stock by newspaper publication and by distribution 
of a form of proposal and a form of purchase contract, together with a statement 
of terms and conditions relating thereto. All bids, whether from a single bidder 
or a group of bidders, must be on the form of proposal furnished by Applicant 
and must be for the purchase of all the Preferred Stock. Bach bid must specify, 
among other things, the price to be paid to Applicant for the Preferred Stock, 
which price shall be not less than $100 nor more than $102.75 per share, and the 
dividend rate, which shall be a multiple of 1/25 of 1%, for the Preferred 
Stock. 

Unless postponed, all bids for the purchase of the Preferred Stock, whether 
from a single bidder or a group of bidders, must be submitted to Applicant at 
Room 2322, No. 15 Broad Street, New York 5, New York, before 11 a.m., Bastern 
Daylight Saving time, on June 9, 1959. Unless Applicant shall reject all bids, 
which it reserves the right to do, or shall reject the bid of any bidder or group 
of bidders for reasons specified in the statement of terms and conditions relating 
to bids, Applicant will accept the bid which shall provide the lowest annual cost 
of money for the Preferred Stock. 

Each bid must be accompanied by a certified or bank cashier’s check or checks 
payable in New York Clearing House funds to the order of Applicant in the 
amount of $1,250,000, which is 5% of the aggregate par value of the proposed 
Preferred Stock. 

Applicant will apply the proceeds to be obtained from the proposed issuance 
of Preferred Stock, expected to be in the net amount of $25,000,000, to reimburse 
Applicant’s treasury for construction expenditures and to pay short-term 
Promissory Notes issued by Applicant for reimbursing its treasury in connec- 
tion with construction expenditures or for providing construction funds.’ 
Applicant’s construction program for 1959 is estimated to require $66,423,000. 
Major items of that program include installation of three additional generating 
units at the Allen steam electric generating station near Belmont, North Caro- 
lina, and commencement of the Cowan’s Ford hydroelectric development on the 
Catawba River in North Carolina. 


2As of April 30, 1959, there were outstanding $13,000,000 principal amount of such 
Notes issued by Applicant under Section 204(e) of the Federal Power Act. 
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Written notice of the application has been given to the North Carolina 
Utilities Commission and to The Public Service Commission of South Carolina 
and to the Governor of each of those States. Notice of the application was 
also published in the Federal Register on April 24, 1959 (24 F.R. 3209), stating 
that any person desiring to be heard or to make any protest with reference 
to the application should on or before May~11, 1959, file with the Federal 
Power Commission, Washington 25, D.C., petitions or protests. No petition 
or protest or request to be heard in opposition to the granting of the application 
has been received. 

The North Carolina Utilities Commission, by order issued May 1, 1959, and 
The Public Service Commission of South Carolina, by order dated April 22, 
1959, authorized Applicant to issue and sell 250,000 shares of Preferred Stock 
in the manner and for the purposes indicated in the recital above. 


The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act subject to the jurisdiction of the Commission 
as heretofore determined and set forth in the Commission’s order issued 
December 29, 1955, In the Matter of Duke Power Company, Docket No. E-6652. 

(2) The proposed issuance of Preferred Stock, as described above, will con- 
stitute an issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized.and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission 
within the meaning of Section 204(f) of the Act; and the proposed issuance 
of Preferred Stock, as described above, is, therefore, not exempt by virtue 
of that Section from the requirements of Section 204 of the Act. 

(4) The proposed issuance of Preferred Stock, as hereinafter authorized, 
will be for a lawful object, within the corporate purposes of the Applicant 
and compatible with the public interest, which is appropriate for and consistent 
with the proper performance by the Applicant of service as a public utility and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 


The Commission orders: 


(A) The proposed issuance of Preferred Stock, upon the terms and condi- 
tions and for the purposes specified in the application, as described above, 
is hereby authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale of Preferred Stock at competitive bid- 
ding shall not be consummated until : 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2(k)(3) of the Commission’s Regulations under the Fed- 
eral Power Act relating to compliance with competitive bidding requirements, 
and Section 34.2(k)(4) of the Regulations relating to affiliation, and shall 
have either filed such amendments or shall have mailed them and advised the 
Commission by telephone and telegram as contemplated by Section 34.9 of the 
Regulations. 

(ii) The Commission, by further order, shall have approved the price per 
share to be received by Applicant for the Preferred Stock and the dividend 
rate thereon. 

(C) This authorization shall expire unless the transactions hereby author- 
ized are consummated within 90 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of costs, or any other matter 
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whatsoever which is now pending or which may come before this Commission 
or any other regulatory body. 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


PERMIAN BASIN PIPELINE COMPANY, DOCKET NO. G—17892 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued May 26, 1959) 


Permian Basin Pipeline Company (Applicant), a Delaware corporation with 
a principal place of business in Omaha, Nebraska, filed in Docket No. G—17892 
on February 24, 1959, an application as supplemented on March 9, 1959, pur- 
suant to Section 7(c) of the Natural Gas Act, for a certificate of public con- 
venience and necessity authorizing the construction and operation of a measur- 
ing and regulating station located on its 26-inch main line in Gaines County, 
Texas, between its Hobbs Compressor Station and Plains Measuring Station, 
subject to the jurisdiction of the Commission, all as more fully set forth in 
the application which is on file with the Commission. 

Applicant states this facility is to be used for the long-term delivery and 
sale of additional volumes of natural gas to Pioneer Natural Gas Company for 
resale to the North Hobbs Farmer’s Cooperative Association for use as fuel 
for the operation of irrigation pumps. Pioneer is an existing customer of 
Permian purchasing gas at several locations in Texas. The proposed facilities 
will handle gas produced in New Mexico and Texas. 

The estimated cost of Permian’s proposed facilities is $1,600 of which Pioneer 
will contribute $500. Permian proposes to finance construction of the facilities 
out of cash on hand. 

The estimated gas requirements of the Hobbs Cooperative is as follows: 

Years of Service 


First Third 
Year Year 


Annual (Mcf) 13,400 57,600 
Peak Day (Mcf) 134 576 


By contract dated February 13, 1959, Permian agreed to sell to Pioneer for 
resale to the Cooperative up to a maximum of 1,000 Mcf per day of firm gas 
during April through September and up to 1,000 Mcf per day of interruptible 
gas during October through March each year for the period ending October 1, 
1974. 

No question of gas supply or capacity is involved herein. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
May 13, 1959, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the appli- 
cation has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of Practice 
and Procedure. 





FEDERAL POWER COMMISSION 771 


The Commission finds: 


(1) Applicant, a Delaware corporation with its principal place of business in 
Omaha, Nebraska, is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission. 

(2) The facilities hereinbefore described, subject to the jurisdiction of the 
Commission, are proposed to be used in the transportation and sale of natural 
gas in interstate commerce as an integral part of Applicant’s existing pipeline 
system, and the construction and operation thereof by Applicant are subject to 
the requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The construction and operation of the facilities as proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and condi- 
tions set forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of Section 157.20 
of the Commission’s General Rules and Regulations, including the Rules of 
Practice and Procedure, should attach to the issuance of the certificate referred 
to in paragraph (3) above, and to the exercise of the rights granted thereunder, 
and that the time within which construction of facilities authorized by this order 
should be completed and said facilities should be placed in actual operation 
should be fixed at 3 months from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and not having 


been denied by the Commission, is granted pursuant to Section 1.30(c)(1) of 
said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the proposed facilities 
as hereinbefore described, all as more fully described in the application in this 
proceeding, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (3), (ce) (4) and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules is hereby fixed at 3 months from the 
date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


EQUITABLE GAS COMPANY, DOCKET NO. G-17871 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued May 28, 1959) 


On February 17, 1959, as supplemented on March 10, 1959, Equitable Gas 
Company (Applicant) filed in Docket No. G-17871 an application pursuant to 
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Section 7(c) of the Natural Gas Act for a certificate of public convenience and 
necessity authorizing the construction and operation of certain natural gas 
facilities for the purpose of enabling Applicant to better utilize the delivery 
capacity of its various storage pools, all as more fully set forth in the application 
and supplement. 

The proposed facilities consist of approximately 12.5 miles of 16-inch loop 
pipeline from Applicant’s existing pipeline near Lumberport, Harrison County, 
West Virginia, northerly to a point of reconnection with Applicant’s existing 
pipeline in Marion County, West Virginia, and an additional 880 horsepower 
compressor unit, with appurtenant facilities, to be located at Applicant’s exist- 
ing 3,520 horsepower Pratt Compressor Station in Greene County, Pennsylvania. 

The estimated cost of the proposed loop pipeline is $1,000,000, and of the pro- 
posed new compressor station is $250,000 to be met from Applicant’s general 
funds. 

The project proposed herein will increase the deliverability of Applicant’s 
present gas supply from West Virginia by 12,000 Mcf per day, enabling Appli- 
cant to meet more adequately its expected peak day requirements in the 1959- 
1960 winter and thereafter. 

No new sales or service are contemplated as a result of installation of the 
proposed facilities, and no issue of gas supply is involved. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
May 19, 1959, respecting the matters involved in and the issues presented by 
the appiication herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Equitable Gas Company, a Pennsylvania corporation having 
its principal place of business in Pittsburgh, Pennsylvania, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of May 9, 1944, in Docket No. G-275 (4 FPC 588). 

(2) The facilities hereinbefore described, as more fully described in the appli- 
eation and exhibits, as supplemented, herein, are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, as integral parts of Applicant’s existing pipeline system and 
the construction and operation thereof by Applicant are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities by Applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c)(3), (c) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Applicant and to the 
exercise of the rights granted thereunder, and that the time within which con- 
struction of the facilities authorized by this order shall be completed and placed 
in actual operation should be fixed at six months from the date on which this 
order issues. 
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(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Equitable Gas Company to construct and operate 
the facilities hereinbefore described, as more fully described in the application 
and exhibits, as supplemented, in this proceeding, for the transportation of 
natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (3), (c)(4) and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act shall attach to the issuance of the certificate 
granted in paragraph (A) above and to the exercise of the rights granted 
thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
is hereby fixed at six months from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


GULF STATES UTILITIES COMPANY, DOCKET NO. E-6883 
ORDER AUTHORIZING THE ISSUANCE OF COMMON STOCK 
(Issued May 27, 1959) 


Gulf States Utilities Company (Applicant), incorporated under the laws 
of the State of Texas and qualified to do business as a foreign corporation in 
the State of Louisiana, with its principal place of business in Beaumont, Texas, 
filed an application on April 28, 1959, as amended May 11, 1959, for an order, 
pursuant to Section 204 of the Federal Power Act, authorizing it to issue 
5,011,832 additional shares of Common Stock, without par value, to its holders 
of Common Stock on the basis of one additional share of Common Stock for 
each share held for the purpose of accomplishing a two-for-one split of Appli- 
cant’s Common Stock. The additional shares will be issued to holders of a 
like number of shares of Applicant’s Common Stock of record as of the 
effective date of an Amendment to Applicant’s Articles of Incorporation (ex- 
pected to be June 9, 1959), changing each of the presently authorized 10,000,000 
Shares of Common Stock, without par value, into two shares of Common 
Stock and thus increasing to 20,000,000 Applicant’s total authorized shares of 
Common Stock. 

Applicant will submit the proposed Amendment to its Articles of Incorpo- 
ration to its stockholders at their annual meeting on June 8, 1959. The holders 
of Applicant’s outstanding shares of Common Stock at the close of business 
May 5, 1959, are entitled to one vote per share in this matter. As of February 
28, 1959, Applicant had outstanding 4,761,832 shares of Common Stock, and ex- 
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pects to have 5,011,832 shares outstanding at the time that the contemplated 
Amendment becomes effective.’ 

As of February 28, 1959, Applicant also had outstanding 525,000 shares of 
Preferred Stock, par value $100 per share, consisting of 120,000 shares of 
$4.40 Dividend Preferred Stock; 50,000 shares of $4.50 Dividend Preferred 
Stock; 60,000 shares of $4.40 Dividend Preferred Stock, 1949 Series; 70,000 
shares of $4.20 Dividend Preferred Stock; 50,000 shares of $4.44 Dividend 
Preferred Stock; 75,000 shares of $5.00 Dividend Preferred Stock; and 100,000 
shares of $5.08 Dividend Preferred Stock. The holders of Preferred Stock, 
however, are not entitled to vote except as a class for certain protective 
purposes.” 

Upon filing the Certificate of Amendment to Applicant’s Articles of Incorpora- 
tion with the Secretary of State of the State of Texas, certificates for the 
additional shares of Common Stock to be dated June 18, 1959, will be sent to 
the appropriate holders of Applicant’s Common Stock as soon as possible after 
June 22, 1959. 

The application states that the proposed split of Applicant’s Common Stock 
will broaden the market for such stock and will increase the saleability thereof 
by placing the market price per share at a lower level. The proposed action 
is expected to benefit Applicant when it becomes necessary for it to issue addi- 
tional Common Stock. 

Written notice of the application has been given to the Louisiana Public 
Service Commission and to the Governor of that State. Notice has also been 
given by publication in the Federal Register on May 8, 1959 (24 F.R. 3742), 
stating that any person desiring to be heard or to make any protest wth refer- 
ence to the application should file a petition or protest on or before May 22, 
1959, with the Federal Power Commission, Washington 25, D.C. No protest 
or petition or request to be heard in opposition to the granting of the applica- 
tion has been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 204 of the Federal Power Act, subject to the jurisdiction of the Commis- 
sion as heretofore described and set forth in the Commission’s order issued 
November 27, 1957, Gulf States Utilities Company, Docket No. E-6785 (18 
FPC 701). 

(2) The proposed issuance of Common Stock, as described above, will consti- 
tute an issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission 
within the meaning of Section 204(f) of the Act; and the proposed issuance 
of securities is, therefore, not exempt by virtue of that Section from the require 
ments of Section 204 of the Act. 

(4) Under the circumstances of this case, the competitive bidding require 
ments of Section 34.la (b) and (c) of the Commission’s Regulations under the 


1By order issued May 1, 1959, as supplemented May 19, 1959, In the Matter of Gulf 
States Utilities Company, Docket No. E-6874, the Commission authorized Applicant to 
issue and sell 250,000 additional shares of no par value Common Stock. 

2Such purposes consist chiefly of the following: (1) Election of a majority of the 
Board of Directors in the event of dividend default; (2) issuance of additional shares 
of Preferred Stock; (3) changes adversely affecting any of the rights of the Preferred 
Stock; (4) certain reductions in stated capital; and (5) merger or sale of substantially 
all of Applicant’s assets. 
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Federal Power Act are not applicable or appropriate to the issuance of Com- 
mon Stock here proposed. 

(5) The proposed issuance of Common Stock to accomplish the Common Stock 
split, described above, as hereinafter authorized, will be for a lawful object, 
within the corporate purposes of Applicant and compatible with the public 
interest, which is appropriate for and consistent with the proper performance 
by Applicant of service as a public utility and which will not impair its ability 
to perform that service, and is reasonably appropriate for such purposes. 

(6) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance of Common Stock to accomplish the Common 
Stock split, described above, upon the terms and conditions and for the pur- 
poses specified in the application, as described above, is hereby authorized, sub- 
ject to the provisions of this order. 

(B) This authorization shall expire unless the transaction hereby authorized 
is consummated within 90 days from the date of issuance of this order. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any other matter 
whatsoever now pending or which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States with respect to any securities to 
which this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


HOPE NATURAL GAS COMPANY, DOCKET NO. G-17588 


FINDINGS AND ORDER PERMITTING AND APPROVING ABANDONMENT AND ISSUING CER- 
TIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued May 27, 1959) 


On January 21, 1959, and supplemented on March 6, 1959, Hope Natural 
Gas Company (Applicant) filed in Docket No. G-17588 an application pursuant 


to Section 7 of the Natural Gas Act for a certificate of public convenience and 
necessity authorizing the construction and operation of certain natural gas 
transmission facilities in Wetzel and Monongalia Counties, West Virginia, and 
for authority to retire and abandon other facilities in Wetzel, Marion, and 
Monongalia Counties, West Virginia, all as more fully set forth in the ap 
plication. 

The facilities proposed to be constructed and operated are: 

(1) Approximately 20 miles of 24-inch transmission pipeline extending from 
Applicant’s main line Hastings Compressor Station in Wetzel County north- 
east to the West Virginia-Pennsylvania state line to connect with a proposed 
new line to be built in Pennsylvania by Peoples Natural Gas Company 
(Peoples), a customer and affiliate of Hope. 

(2) Two-metering stations and miscellaneous appurtenant equipment .on the 
proposed pipeline facilities, one at the West Virginia-Pennsylvania state line for 
delivery of gas to Peoples, and the other near Hundred, West Virginia, for de- 
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livery of gas to The Manufacturers Light and Heat Company (Manufacturers), 
an existing customer. 

The facilities proposed to be retired and abandoned are: 

(1) Applicant’s 16-inch transmission pipeline Line H-6, including appurte- 
nances, extending northeast from Applicant’s Hastings Compressor Station to the 
West Virginia-Pennsylvania state line where it presently serves Peoples. This 
line also serves Manufacturers at Hundred. 

(2) Applicant’s 16-inch high pressure transmission pipeline Line H-17, extend- 
ing northerly from Applicant’s Wright Compressor Station in Marion County, 
West Virginia, to the West Virginia-Pennsylvania state line where it presently 
serves Peoples. This line is to be retired from transmission service, discon- 
nected from Peoples and then used as a low pressure field line to carry local pro- 
duction into Applicant’s Wright Station. 

It is stated that the two lines to be abandoned are old, in poor condition and 
cannot be operated safely at the pressures required for transmission purposes, 
The proposed new line will replace the two old lines and provide assurance of 
continuous adequate service to Peoples and Manufacturers. 

The maximum delivery capacity of the two old lines to Peoples approximates 
123,000 Mcf per day. The proposed new line will have a maximum capacity 
of approximately 153,000 Mcf per day to Peoples and will also be able 
to supply up to 16,000 Mcf per day to Manufacturers at Hundred, the same 
quantity presently being delivered. 

The estimated total capital cost of constructing the proposed new facilities 
is $2,134,700, to be financed by the sale of capital stock to Applicant’s parent 
company, Consolidated Natural Gas Company. The original cost of the fa- 
cilities to be retired is shown on Applicant’s books as $398,305.44 as of De- 
ecember 31, 1958. Applicant proposes to return any usable equipment or ma- 
terial to its warehouse at original cost, and to sell the rest as junk. 

Applicant will continue to render service to Manufacturers and Peoples 
under its presently effective rates. 

No question of market or gas supply is involved. 

Temporary authority to construct and operate the facilities as proposed in 
this application was granted to Hope Natural Gas Company on April 3, 1959. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
May 12, 1959, respecting the matters involved in and the issues presented by the 
application herein. No petition to intervene or protest to the granting of the 
application has been received. ' Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(¢)(1) of the Commission’s Rules 
of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Hope Natural Gas Company, a West Virginia corporation 
having its principal place of business in Clarksburg, West Virginia, is a “natural- 
gas company” within the meaning of the Natural Gas Act as heretofore found 
by the Commission in its order of April 27, 1943, in Docket No. G-290 (3 
FPC 994). 

(2) The facilities proposed to be retired and abandoned, as hereinbefore 
described and as more fully described in the application herein, are used in 
the transportation and sale of natural gas in interstate commerce, subject 
to the’ jurisdiction of the Commission, and such abandonment is subject to the 
requirements of subsection (b) of Section 7 of the Natural Gas Act 
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(3) The proposed abandonment of the aforesaid facilities is permitted by 
the public convenience and necessity, and permission and approval therefor 
should be granted as hereinafter ordered and conditioned. 

(4) The facilities proposed to be constructed and operated by Applicant, 
as hereinbefore described and as more fully described in the application herein, 
will be used in the transportation and sale of natural gas in interstate com- 
merce, subject to the jurisdiction of the Commission, and the construction and 
operation thereof by Applicant are subject to the requirements of subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(5) The construction and operation of the facilities as proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Applicant is able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas 
Act and the requirements, rules and regulations of the Commission thereunder. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (¢c) (3), (c) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the issuance of the certificate referred to in paragraph 
(5) above and to the exercise of the rights granted thereunder, and that the 
time within which construction of the facilities authorized by this order 
should be completed and placed in actual operation should be fixed at eight 
months from the date on which this order issues. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Permission for and approval of the abandonment of the facilities herein- 
before described, as more fully described in the application and exhibits, as 
supplemented, in this proceeding, is hereby granted to Hope Natural Gas 
Company. 

(B) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Hope Natural Gas Company to construct and operate 
the facilities hereinbefore described, as more fully described in the application 
and exhibits, as supplemented, in this proceeding, upon the terms and con- 
ditions of this order. 

(C) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (3), (ec) (4) and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act shall attach to the issuance of the certificate granted 
in paragraph (B) above and to the exercise of the rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation by Applicant as provided by paragraph 
(b) of Section 157.20 of the Commission’s Regulations under the Natural Gas 
Act is hereby fixed at eight months from the date on which this order issues. 

(E) Applicant shall advise the Commission of the date of abandonment of 


the facilities as authorized in paragraph (A) above within 10 days of such 
abandonment. 







































































































778 FEDERAL POWER COMMISSION 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


THE MONTANA POWER COMPANY, DOCKET NO. E-6880 
ORDER AUTHORIZING THE ISSUANCE OF COMMON STOCK 


(Issued May 27, 1959) 


The Montana Power Company (Applicant), incorporated under the laws of 
the State of New Jersey and qualified to transact business as a foreign corpora- 
tion in the States of Idaho, Montana, and Wyoming, filed an application on 
April 15, 1959, as supplemented May 5, May 12, and May 25, 1959, for an order, 
pursuant to Section 204 of the Federal Power Act, authorizing it to issue two 
additional shares of Common Stock, without par value, for each share held 
by its common stockholders of record at the close of business on June 26, 1959, 
thereby accomplishing a three-for-one split of Applicant’s Common Stock. The 
proposed stock split would require the issuance by Applicant of a maximum of 
5,693,832 additional shares of Common Stock. 

The proposal to split the Common Stock as indicated above will be submitted 
for stockholder approval at the annual meeting of stockholders to be held on 
June 17, 1959. Upon approval of the stockholders, Applicant will file an appro- 
priate certificate reflecting the proposed change with the Secretary of State 
of the State of New Jersey, and will mail the additional shares in question 
to its holders of Common Stock on or about July 27, 1959. The proposed three- 
for-one-split of the Common Stock would not effect any change in the stated 
value of Applicant’s shares of Common Stock. 

Applicant’s total authorized and outstanding capital stock, as of February 
28, 1959, was as follows: 


Cumulative, no par value Preferred Stock: Authorized Outstanding 


Ne a assests etn rciciniiesierinaeapsniniinreapcaiebabtae 159, 589 159, 589 

CII SNE sda cept Sacciteac ne vind ighineicccinaido my rmiiadiaiaiias ees 60, 000 60, 000 

IIE ci icineacind sie cr sessccinckatip tb eedinguha maintains saiacibgaticdhs 80, 411 none 
INO PAT VOlEe COMIOR BUNCE as ncn rccctccone 6,000,000 2, 495, 667 







Each holder of Preferred Stock or Common Stock is entitled to vote cumula- 
tively for Directors, and otherwise to one vote for each share held, except that 
the holder of Preferred Stock is not entitled to vote on certain matters not here 
applicable. 

Applicant does not propose to pay any fees, commissions or other remunera- 
tion directly or indirectly to any third party in connection with the proposed 
issuance, and will receive no proceeds from the contemplated issuance of new 
shares. Expenses to be incurred from the proposed issuance are expected to 
aggregate approximately $66,000. 

Applicant anticipates that the proposed split of its Common Stock will broaden 
the market therefor and attract wider ownership thereof. Such would thereby 
be advantageous to Applicant and its stockholders. 

Written notice of the application has been given to the Idaho Public Utilities 
Commission, the Wyoming Public Service Commission, and the Montana Board 
of Railroad Commissioners, and to the Governor of each of those States. Notice 
has also been given by publication in the Federal Register on April 28, 1959 
(24 F.R. 3307), stating that any person desiring to be heard or to make any 
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protest with reference to the application should file a petition or protest on or 
before May 11, 1959, with the Federal Power Commission, Washington 25, D.C. 
No protest, petition or request to be heard in opposition to the granting of the 
application has been received. 

By order dated May 1, 1959, the Idaho Public Utilities Commission approved 
the proposed issuance of Common Stock by Applicant to effect the three-for-one 
stock split in the manner and for the purposes described above. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission 
as heretofore described and set forth in the Commission’s order issued June 7, 
1957, The Montana Power Company, Docket No. E-6750 (17 FPC 795). 

(2) The proposed issuance of Common Stock, as described above, will con- 
stitute an issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204(f) of the Act; and the proposed issuance of securities 
is, therefore, not exempt by virtue of that Section from the requirements of 
Section 204 of the Act. 

(4) Under the circumstances set forth above, the competitive bidding require- 
ments of Section 34.la (b) and (c) of the Commission’s Regulations under the 
Federal Power Act are not applicable or appropriate to the proposed issuance 
of Common Stock. . 

(5) The proposed issuance of Common Stock to accomplish the Common 
Stock split, described above, as hereinafter authorized, will be for a lawful 
object, within the corporate purposes of Applicant and compatible with the public 
interest, which is appropriate for and consistent with the proper performance by 
Applicant of service as a public utility and which will not impair its ability to 
perform that service, and is reasonably appropriate for such purposes. 

(6) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance of Common Stock to accomplish the Common 
Stock split, described above, upon the terms and conditions and for the purposes 
specified in the application, as described above, is hereby authorized, subject 
to the provisions of this order. 


(B) This authorization shall expire unless the transaction hereby authorized 
is consummated within 90 days from the date of issuance of this order. 


(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
now pending or which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States with respect to any securities to which 
this order relates. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
and Arthur Kline. 







NORTHERN STATES POWER COMPANY (WISCONSIN) AND EAU 
CLAIRE DELLS IMPROVEMENT COMPANY, DOCKET NO. E-6876 





ORDER AUTHORIZING DISPOSITION AND MERGER 





OR CONSOLIDATION OF FACILITIES 







(Issued May 28, 1959) 


Northern States Power Company (Northern States (Wis.))* and Eau Claire 
Dells Improvement Company (Eau Claire Dells), each incorporated under the 
laws of the State of Wisconsin and the former company, in addition, qualified 
to do business as a foreign corporation in the State of Minnesota, and each 
having its principal place of business in Eau Claire, Wisconsin, filed a joint 
application on April 6, 1959, for an order, pursuant to Section 203 of the Federal 
Power Act, authorizing Eau Claire Dells to merge or consolidate the whole of 
its facilities subject to the jurisdiction of the Commission, with those of Northern 
States (Wis.). Eau Claire Dells is a wholly-owned subsidiary of Northern 
States (Wis.), which, in turn, is a wholly-owned subsidiary of Northern States 
Power Company (Minnesota). 

Northern States (Wis.) is engaged principally in the generation, purchase, 
transmission, and distribution of electric energy to some 140,000 customers 
in west central Wisconsin and in a small area adjacent thereto in Minnesota.’ 
Eau Claire Dells owns and operates hydroelectric generating equipment of 8,900 
kw name-plate rating and auxiliary electric equipment located at a dam in 
the Chippewa River near the City of Eau Claire, Wisconsin. The dam is operated 
under a lease expiring February 17, 1976, from the City of Eau Claire which 
has certain prior rights to the use of the impounded water. Eau Claire Dells 
sells the entire output of its generating equipment to its parent company, 
Northern States (Wis.)* 

Applicants represent that upon consummation of the contemplated transaction, 
Northern States (Wis.) will operate the acquired facilities. for the same purposes 
as before, and Eau Claire Dells will cease to exist as a separate corporate entity. 

The application states that the proposed acquisition and merger or consolida- 
tion of facilities will be consistent with the public interest because such will 
result in a further corporate simplification of the Northern States Power Com- 
pany system by the elimination of a subsidiary company; will place all of the 
system’s utility operations in Wisconsin in Northern States (Wis.); and will 
reduce to some extent intercompany transactions, keeping of records, making of 
reports and preparation of statistical information. 

According to the application, Northern States (Wis.) will acquire all of the 
assets and properties of Eau Claire Dells and will assume the total of all liabili- 
ties of Eau Claire Dells as of the closing date of the proposed transaction, which 
date will be the last business day of a month subsequent to the issuance of 
requisite orders of authorization by the Federal Power Commission and the 
Public Service Commission of Wisconsin. Financial statements filed with the 
application indicate that Eau Claire Dells’ books as of January 31, 1959, con- 
tained assets and liabilities which were recorded as follows: 


1A holding company and an operating company. 
*It is engaged, also, in the gas business in certain communities in Wisconsin and Min- 
nesota, and supplies hot water or steam heating in two communities in Wisconsin. 


# Upon completion of the proposed merger, the contract dated May 1, 1930, under which 
these sales are made will terminate. 
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Assets and Other Debits 
EE, TOCEG Sr IN ii hecercctic cs endinaciannsnaoe L. etbetaies ote bidogaceat eaten $1, 516, 456 
Reserve for Amortization of Limited-Term Electric Invest- 

ment (1, 013, 467) 
Electric Plant less Reserve ; 502, 989 
REIVOREIIOGIS GO TFGINE DOU cise ciiticcicntimmemccemene 2, 132 
Convey GHG SCOCUNG  BANGUEncctic cd ccteieinawedanimne 251, 002 
PCI I oes icra ots tannin tess necinorgsetaninanthtnienaameeapaabiceal 162 


Tete Senet Ge CG Pee nc dees $756, 285 


Liubilities and Other Credits (Equity not included) 
Current and Accrued Liabilities. .....W 2. on nnd nun ike 29, 092 
Contributions in Aid of Construction 19, 458 


Total Liabilities and Other Credits___.__.__.__._.__--.---- $48, 550 


DOD DON cscs haiti $707, 735 


On the books of Northern States (Wis.), the Investment in Capital Stock of 
Eau Claire Dells’ Less Reserve for Amortization is $948,767, as compared with 
Eau Claire Dells’ net assets of $707,735. To record the merger Northern States 
(Wis.) will cancel the aforementioned Investment in Capital Stock of Eau 
Claire Dells’ account and the Reserve for Amortization thereof. Based upon 
these book amounts as of January 31, 1959, recited above, an acquisition adjust- 
ment of $241,032 would have been created as of that date by the transaction. 
The application indicates that Northern States (Wis.) will eliminate any acqui- 
sition adjustment by a debit to Account 271, Earned Surplus. 

Written notice of the application has been given to the Public Service Com- 
mission of Wisconsin and to the Governor of that State. Notice of the applica- 
tion was also published in the Federal Register on April 17, 1959 (24 F.R. 2968), 
stating that any person desiring to be heard or to make any protest with refer- 
ence to the application should on or before May 1, 1959, file with the Federal 
Power Commission, Washington 25, D.C., petitions or protests. No petition or 
protest or request to be heard in opposition to the granting of the application 
has been received. 


The Commission finds: 


(1) Northern States (Wis.), a corporation, is a public utility within the mean- 
ing of Section 201 of the Federal Power Act, subject to the jurisdiction of the 
Commission as heretofore described and set forth in the Commission’s order 
issued October 25, 1957, Northern States Power Company (Minnesota) et al., 
Docket No. E-6774, 18 FPC 532. 

(2) Eau Claire Dells is a corporation organized and existing under the laws 
of the State of Wisconsin. It owns and operates facilities, among others, for 
the transmission and sale at wholesale for resale of electric energy generated 
in Wisconsin and consumed in Minnesota, all of which facilities are in addition 
to and do not include facilities used for the generation of electric energy or 
facilities: used for the transmission of electric energy consumed wholly by the 
transmitter. Eau Claire Dells is, therefore, a public utility: within the meaning 
of that term as used in Section 201 of the Federal Power Act. 
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(3) By the proposed transaction, as described above, Eau Claire Dells will 
dispose of the whole of its facilities subject to the jurisdiction of the Commis- 
sion, and Northern States (Wis.) will merge or consolidate its facilities subject 
to the jurisdiction of the Commission with those of Eau Claire Dells, another 
person, within the meaning and subject to the requirements of Section 203 of 
the Act. 

(4) The proposed disposition of facilities by Eau Claire Dells and the pro- 
posed acquisition of these facilities by Northern States (Wis.) as described 
above, upon the terms and conditions specified in the application and subject to 
the provisions of this order, will be consistent with the public interest as ex- 
pressed in Section 203 of the Act for the reasons set forth in the recital above. 

(5) Northern States (Wis.), a registered holding company, is not with respect 
to the proposed merger or consolidation of facilities, as described above, subject 
to any requirement of the Public Utility Holding Company Act of 1935, or a 
rule, regulation or order thereunder, and is, therefore, not exempt from the re- 
quirements of Section 203 of the Federal Power Act by reason of Section 318, 
thereof. 

(6) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed disposition by Eau Claire Dells of the whole of its facilities 
subject to the jurisdiction of the Commission and the proposed acquisition and 
merger on consolidation thereof by Northern States (Wis.), all as described 
above, are hereby authorized and approved upon the terms and conditions set 
forth in the application, subject to the provisions of this order. 

(B) Northern States (Wis.) and Eau Claire Dells shall record the transac- 
tion herein authorized and the facilities and properties described above as 
provided in the Commission’s Uniform System of Accounts Prescribed for Public 
Utilities and Licensees, and Northern States (Wis.) shall dispose of the electric 
plant acquisition adjustment resulting from the proposed transaction by a debit 
to Account 271, Earned Surplus. 

(C) This authorization shall expire unless the transaction herein authorized 
is consummated within 90 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuations, estimates or determinations of cost, or any matter whatsoever now 
pending or which may come before this Commission or any other regulatory 
body. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


PUBLIC UTILITY DISTRICT NO. 2 OF GRANT COUNTY, WASHINGTON, 
PROJECT NO. 2114 


ORDER APPROVING INSTALLATION OF ADDITIONAL GENERATING UNITS AND FURTHER 
AMENDING LICENSE (MAJOR) 


(Issued May 28, 1959) 
Application was filed August 25, 1958, and later amended, by Public Utility 


District No. 2 of Grant County, Washington, licensee for major Project No. 
2114, located on the Columbia River in Chelan, Douglas, Kittitas, Grant, 
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Yakima, and Benton Counties, Washington, for amendment of the license for 
the project and for authorization to install additional generating units as 
hereinafter specified. 

The application seeks amendment of the license to revise the Wanapum 
Development as now authorized by the license, as amended, to— 

(a) Reorient the powerhouse, spillway and embankments within the same 
general location to better utilize foundation conditions; 

(b) Increase the dam height to raise the normal pool elevation by five feet 
from 565 to 570 feet; 

(c) Install 12 larger gates, instead of the presently authorized 22 tainter 
gates, to shorten the spillway section so as to provide powerhouse space for the 
entire ultimate installation of 16 generating units, including provisions for the 
six units not to be installed initially ; 

(d) Increase the size of each unit to be installed initially and ultimately 
from a 108,000-horsepower turbine with a 75,000-kva generator (0.95 pf) to 
a 120,000-horsepower turbine with a 87,500-kva generator (0.95 pf), raising 
the ultimate installed capacity with 16 units from 1,140,000 kw to 1,329,600 kw; 

(e) Increase the number of generating units to be installed initially from 
eight (570,000 kw) to ten (831,000 kw) ; and 

(f) Establish October 1, 1959, and September 1, 1965, as the latest dates for 
commencement and completion, respectively, of the construction of Wanapum 
Development. 

The licensee proposes to incorporate conventional fish ladders in the Wanapum 
dam. 

Shifting of the axis of the Wanapum dam across the Columbia River and the 
rearrangement of the powerhouse, spillway and earthen embankment sections 
have been dictated by the need to utilize better foundation conditions, resulting 
also in a more economic development. As in the case of the Priest Rapids 
Development of the project, earth fill will be used for the embankments rather 
than rock fill which is now authorized for Wanapum dam in the license. 

The transformation-equipment and other facilities normally incorporated in 
a step-up substation are proposed to be installed as part of the Wanapum 
Powerhouse, and the need for construction of a separate substation in this 
development is thus eliminated. 

The Chief of Engineers has reported that the plans of the structures affect- 
ing navigation are considered satisfactory subject to further study of provisions 
to be made for future navigation lock construction as provided in Article 29 of 
the license for the project. 

The Secretary of the Interior has reported that his Department has no 
objection to the granting of the application provided conditions in the license 
protecting its interests are unchanged. 

The Washington Departments of Fisheries and of Game have informed the 
Commission that the licensee has held design meetings with the fisheries agencies 
for discussion of design criteria and has submitted preliminary plans and design 
memoranda to them on conventional-type fish-passage facilities. 


The Commission finds: 


(1) The installation and operation of generating units Nos. 9 and 10 as 
part of the initial installation in the Wanapum Powerhouse is desirable in the 
public interest to supply adequately the reasonable market demands for power. 

(2) The license, further amended as hereinafter provided, will not alter any 
of the basic facts upon which the license was issued. 

(3) Public notice has been given of the filing of the application as amended. 
(4) The authorized installed horsepower capacity of the project as increased 
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under the amendment of license is 2,340,000 horsepower, and the annual charge 
for reimbursing the United States for the costs of administration of Part I of 
the Federal Power Act, based on such capacity, as hereinafter provided, is 
reasonable. 

(5) The following exhibits filed as part of the application conform to the 
Commission’s rules and regulations and should be approved as part of the license 
for the project: 

Wanapum Development 








Exhibit L FPC No. Title 
nis bheeeieemeentiay 2114-96 | General Plan. 
Sheet 10. é 2114-97 | Elevation and Sections. 


Sheet 11. 2114-98 | Spillway. 

Sheet 12- om 2114-99 | Powerhouse Plans. 
GE ES cuioncsudsotibenos 2114-100 | Powerhouse Sections. 
| eee 2114-101 | Powerhouse Section. 









Evhibit M, entitled “General Description of Mechanical, Electrical, and Trans- 
mission Equipment for Wanapum Development”, in three sheets, filed February 
24, 1959, and superseded Exhibit “L”, Sheet 9 (FPC No. 2114-15), now part 
of the license, should be eliminated from the license. 

(6) Exhibit M, entitled “General Description of Mechanical, Electrical and 
Transmission Equipment”, in two sheets, and filed March 10, 1958, as revised 
to eliminate therefrom all reference to the Wanapum Development, conforms 
to the Commission’s rules and regulations and should be approved as part of 
the license for the project and the superseded exhibit should be eliminated from 
the license. 


The Commission orders: 


(A) The installation of generating units Nos. 9 and 10 as part of the initial 
installation in the Wanapum Powerhouse is approved, effective as of January 
1, 1959. 

(B) The above-described exhibits filed as part of the application and Exhibit 
M, filed March 10, 1958, as revised, are approved as part of the license for 
the project. 

(C) The above-specified superseded exhibits are eliminated from the license 
for the propect. 

(D) The license for Project No. 2114—which was issued to Public Utility 
District No. 2 of Grant County, Washington, on November 4, 1955, effective 
as of November 1, 1955, and subsequently amended—is hereby further amended, 
effective as of January 1, 1959, to provide for the changes described in the 
second paragraph of this order; to include therein certain exhibits showing 
and describing said changes; and to eliminate from the license certain super- 
seded exhibits ; said amendment being: 

PARAGRAPH I. Paragraph (b) of the license is amended by— 

(i) Including therein Exhibit L, Sheets 9, 10, 11, 12, 13, and 14 (FPC Nos. 
2114-96, -97, -98, -99, -100, and -101), Exhibit M, filed March 10, 1958, as 
revised, and Exhibit M, filed February 24, 1959, and excluding therefrom super- 
seded Exhibit “L” Sheet 9 (FPC No. 2114-15). and Exhibit M, filed March 10, 
1958, now part of the license; and 

(ii) Changing the description of the Wanapum Development of the project to 
read as follows: 

(2) “Wanapum Development” approximately at River Mile 415, to consist 
of a concrete ogee spillway section containing 12 tainter gates, earthfill em- 
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bankments connecting spillway and powerhouse to high ground at each abut- 
ment; fish ladders and associated facilities; design provisions for construction 
of future navigation locks; a reservoir with normal operating pool level at ele- 
vation 570; a powerhouse integral with the dam, to contain 10 vertical shaft, 
Kaplan turbines (with provisions for six additional similar units) to be rated 
for 120,000 horsepower each at 80 feet net head, connected to generators rated 
at 87,500 kva (0.95 pf) each (total of 831,000 kw with 10 units), and to con- 
tain transformers with 230-kv output voltage; switching station; transmis- 
sion lines as required; and appurtenant hydraulic, mechanical, and electric 
facilities and miscellaneous project works. 

PARAGRAPH II. Article 28 of the license, as amended, is further amended 
to read as follows: 

Article 28. The Licensee shall commence construction of the project works 
constituting the Priest Rapids Development as a part of Project No. 2114 on or 
before July 1, 1958, and shall thereafter with due diligence prosecute such 
construction and shall complete the work on said delevlopment on or before 
September 12, 1963; shall commence construction of the project works consti- 
tuting the Wanapum Development as a part of Project No. 2114 on or before 
October 1, 1959, and shall thereafter with due diligence prosecute such con- 
struction and shall complete the work on said development on or before Septem- 
ber 1, 1965 ; and shall commence the construction of such additional project works 
at such time or times as the Commission may determine to be in the public 
interest and shall thereafter with due diligence prosecute such construction and 
shall complete construction of such additional project Works within such period 
or periods of time as the Commission may hereafter determine to be in the 
public interest. 

PARAGRAPH III. Article 47 of the license, as amended, is further amended 
by substituting “(2,340,000 horsepower)” for “(2,004,000 horsepower)” in Para- 
graph (i) thereof as the authorized installed capacity. 

(BE) This amendment in the manner set out above shall not operate to alter 
or amend the license in any other respect, and shall not in any way constitute a 
waiver of any other part, provision or condition of the license as heretofore 
amended. 

(F) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act and failure to file such an application shall constitute ac- 
ceptance of this amendment of license. In acknowledgment of the acceptance 
of this amendment of license, it shail be signed for the Licensee and returned to 
the Commission within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


WISCONSIN VALLEY IMPROVEMENT COMPANY, PROJECT NO. 2113 
ORDER ISSUING LICENSE (MAJOR) 
(Issued May 28, 1959) * 


Application was filed July 18, 1952, and subsequently amended (the last of 
which was filed August 4, 1958) by Wisconsin Valley Improvement Company, of 
Wausau, Wisconsin, (Applicant) for a license under Section 4(e) of the Federal 
Power Act (hereinafter referred tu as the Act) for constructed major Project 
No. 2113 located on the Wisconsin River and headwater tributaries in Marathon, 


*Modified by order issued January 18, 1960. 
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Lincoln, Oneida, Vilas and Forest Counties, Wisconsin, and Gogebic County, 
Michigan, and affecting navigable waters and lands of the United States. 

Applicant was incorporated February 6, 1907, and in October of the same year 
wes authorized by the Wisconsin State Legislature to acquire, construct and 
maintain a system of reservoirs on the Wisconsin River and tributaries for the 
purpose of maintaining a uniform flow. At present, Applicant maintains and 
operates a system of 21 reservoirs from which it releases uniform flows with the 
declared purpose of increasing the primary energy capacity of 26 downstream 
power plants. Many of the reservoirs have been controlled and operated by 
Applicant since 1907. Sixteen of the reservoirs were completed prior to 1920, 
five were completed thereafter—the last reservoir being completed in 1937. 

The decision of the Circuit Court of Appeals for the Seventh Circuit in 
Wisconsin Public Service Corporation v. Federal Power Commission, 147 F. 2d 
743, certiorari denied by the Supreme Court of the United States, 325 U.S. 880, 
affirmed the Commission’s opinion, finding and order in the Tomahawk case, 
decided July 30, 1943, 3 FPC 495, that the Wisconsin River is navigable through- 
out its entire length. The application was filed herein pursuant to the Commis- 
sion’s letter dated June 18, 1946, in Docket No. IT-5501, to Wiseonsin Valley 
Improvement Company, requesting that the Company apply for a license for 
the project. 

The Chief, Forest Service, has reported that the Service has no objection 
to issuance of a license for the project, subject to inclusion therein of certain 
conditions as hereinafter provided. 

The Assistant Chief of Civil Works, Corps of Engineers, has reported that the 
plans of the structures are satisfactory insofar as the interests of navigation are 
concerned ; and he has asked that certain conditions as hereinafter provided be 
included in the license to safeguard the future interests of navigation. 

An Assistant Secretary of the Interior, in reporting on the application, has 
recommended for inclusion in any license certain conditions in the interests 
of fish and wildlife resources substantially as hereinafter provided. 

The Public Service Commission of Wisconsin has filed notice of intervention 
in this proceeding and the State of Michigan and the State of Wisconsin. have 
been granted intervention. Protests against the application have been received 
from individuals, counties and associations expressing concern mainly over the 
fluctuating water levels of the project reservoirs. 

The State of Wisconsin has indicated in letter filed April 9, 1956, that they 
did not believe a formal hearing was necessary in this matter. The State of 
Michigan has not requested a hearing on the subject application for license or 
that it be denied. 

In its petition to intervene, filed July 16, 1956, its report entitled “Lac Vieux 
Desert Level Control,” filed November 13, 1956, and its letter filed April 29, 
1957, the State of Michigan states its position essentially as follows: that one 
of the impoundments for which license is sought herein, Lac Vieux Desert, is 
bisected by the Boundary line between the States of Michigan and Wisconsin; 
that the Lac Vieux Desert’s waters were raised by construction of the existing 
dam (located in Wisconsin) by the Applicant; that this caused the inundation 
in Michigan of lands owned by the State of Michigan and by others; that there 
is no record of the State of Michigan approving the inundation; that sole 
authority to regulate the level of its lakes rests in the State of Michigan; that 
property bordering on Lac Vieux Desert has been damaged; and that Applicant 
has refused to lower the water level of such lake and seeks authority to. 
continue such action. The State of Michigan further states that the statute 
of limitations cannot run against its interests in Lac Vieux Desert so as to. 
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enable Applicant to acquire flowage rights therein by prescription; and that 
such statute would be tolled for prescription purposes because the Applicant, 
a Wisconsin corporation, is not a resident of Michigan and is without the State. 
The State of Michigan in such filings recommended a specific lower normal 
level of elevation for Lac Vieux Desert and the adoption by the Applicant of 
a schedule of dam operation that will maintain water levels suitable to riparian 
owners on Lac Vieux Desert. 

Applicant in commenting on the petition to intervene of the State of Michigan 
stated that its flowage rights in Lac Vieux Desert were prescriptive rights 
against the owners for at least 50 years; that such rights originated by Lac 
Vieux Improvement Company as user in logging days prior to 1907; and that 
in 1907 when the Applicant was granted its charter it acquired all of the rights 
of such Improvement Company. Applicant states that Wisconsin has a ten- 
year statute for flowage rights and that the general statute for acquisition by 
prescription in Michigan is fifteen years. Applicant states, as to the State of 
Michigan’s reference to damage to private property owners and to the State, 
that a certain amount of damage will occur through the natural action of winds, 
waves and erosion whether the level be established by natural or artificial 
means, but that it occurs to a lesser extent in this regulated basin by reason of 
its claimed consistent practice of lowering the water in early fall and winter. 

We have considered the above facts and law which the State of Michigan 
seeks to establish for a determination of its rights and interests. However, 
our view of this matter makes it unnecessary for us to pass upon the correct- 
ness and validity of such facts and laws. Lac Vieux Desert is at the head- 

vaters of the Wisconsin River, a navigable waterway of the United States. 
Under the decision of the Supreme Court of the United States in First Iowa 
Cooperative v. FPC., 328 U.S. 152, construing Section 9(b) of the Federal Power 
Act, a State cannot require compliance with its laws as a condition precedent to 
our issuance of a license under the Act for a project located upon navigable 
waters of the United States. That decision disposes of any claimed right 
which the State of Michigan might in its sovereign capacity have to insist that 
its recommendations regarding the water level and dam operation be included 
among the terms of the license issued by us to the Applicant, on the premise that 
the Commission failed to obtain the State of Michigan’s approval of such 
matters. A contrary holding would, in the words of the court in the First 
lowa Case, “subject to state control the very requirements of the project that 
Congress has placed in the discretion of the Federal Power Commission (citing 
subsections (b) and (c) of Section 10 of the Act).” 328 U.S. 152, 165. We 
are not destroying any rights which the State of Michigan may have in its 
proprietary capacity. The issuance of the license to the Applicant is not a 
grant of immunity to the Applicant from responsibility for damages sustained 
by the State of Michigan and other riparian owners as a result of the Appli- 
cant’s maintaining the water level and operating the dam on Lac Vieux Desert. 
The Act specifically provides, in Section 10(c), that “each licensee hereunder 
shall be liable for all damages occasioned to the property of others by the 
construction, maintenance, or operation of the project works or of the works 
appurtenant or accessory thereto, constructed under the license, and in no 
event shall the United States be liable therefor.” 

Furthermore, it appears that the first dam for regulatory purposes at Lac 
Vieux Desert was completed in 1870. It does not appear from any information 
eontained in the report of the Michigan Department of Conservation that the 
issuance of a license to the Applicant for the use of Lac Vieux Desert as a 
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storage reservoir, among others, will alter or change any condition that has 
previously existed. 

It appears from information given in the text of the application for license 
and from the accompanying exhibits, that scattered parcels of United States 
lands are occupied by parts of the project. However, land studies, now in 
progress, must be completed before we can make a final determination as to 
the amount of lands of the United States occupied by the project and as to 
the amount of annual charges due the United States for the use, occupancy 
and enjoyment of such lands. 

The Commission finds: 

(1) The Wisconsin River is a navigable waterway of the United States 
throughout its entire length. 

(2) The project occupies navigable waters and lands of the United States 
and its operation affects the navigable capacity of the Wisconsin River and 
the interests of interstate or foreign commerce. 

(3) The project consists of: 

(a) All lands constituting the project area and enclosed by the project bound- 
ary or the limits of which are otherwise defined, and/or interests in such lands 
necessary or appropriate for the purpose of the project, whether such lands or 
interests therein are owned or held by the applicant or by the United States: 
such project area and project boundary being more specifically shown and 
described in part by certain exhibits which formed part of the application for 
license and which are designated as follows: 

Erhibit J-1: (FPC No. 2113-1) entitled, “General Map Reservoir System” ; 

Exhibit J-3: (FPC No. 2113-8) entitled, “Willow Reservoir” ; 

Exhibit J-4: (FPC No. 2113-9) entitled, “Rice Reservoir” ; 

Evrhibit J-5: (FPC No. 2113-10) entitled, “Spirit Reservoir” ; 

Exhibit J-6: (FPC No. 2113-11) entitled, “Eau Pleine Reservoir” ; 

Exhibit K-1: (FPC No. 2118-12) entitled, “Vieux Desert Reservoir” ; 

Evhibit K-38: (FPC No. 2113-40) entitled, “Little Deerskin and Buckatahpon 
Reservoirs” ; 

Exhibit K-4: (FPC No. 2113-30) entitled, “Long-on-Deerskin Dam”; 

Exhibit K-5: (FPC No. 2113-30) entitled, “Lower Nine Mile and Seven Mile 
Reservoir” ; 

Evrhibit K-7: (FPC No. 2113-36) entitled, “Sugar Camp Reservoir” ; 

Echibit K-8: (FPC No. 2113-3) entitled, “Big and Little St. Germain Res- 
ervoirs” ; 

Exhibit K-11: (FPC No. 2113-31) entitled, “North Pelican Dam”; 

Exhibit K-12: (FPC No. 2113-26) entitled, “South Pelican Reservoir” ; 

Erhibit J-K-13: (FPC No. 2113-28) entitled, “Minocqua Reservoir” ; 

Eevhibit K-14: (FPC No. 2113-32) entitled, “Squirrel Lake Dam” ; 

Evhibit K-15: (FPC No. 2113-13) entitled, “Willow Reservoir” ; 

Evhibit K-16: (FPC No. 2113-14) entitled, “Rice Reservoir” ; 

Erhibit K-17: (FPC No. 2113-15) entitled, “Spirit Reservoir” ; 

Exhibit K-18: (FPC No. 2113-16) entitled, “Eau Pleine Reservoir’. 

(b) Principal project works comprising: 

The following 21 controlled natural lakes and reservoirs located on the head- 
waters of the Wisconsin River: Lac Vieux Desert, Twin Lakes, Buckatahpon, 
Long-on-Deerskin, Little Deerskin, Seven Mile, Lower Nine Mile, Burnt Roll- 
ways, Sugar Camp, Little St. Germain, Big St. Germain, Pickerel Lake, Rain- 
bow, North Pelican, South Pelican, Minocqua, Squirrel Lake, Willow, Rice, 
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Spirit and Eau Pleine, with controlled outlet gates equipped with gate hoist- 
ing equipment at the mouth of each lake and reservoir. 


The location, nature and character of the above structures being more specif- 
ically shown on and described in part by the exhibits hereinbefore cited and 
by certain other exhibits which formed part of the application for license and 
which are designated and described as follows: 

Evhibit L-1: (FPC No. 2113-17) Plans and Cross Section of Vieux Desert 
Dam and Gate; 

Echibit L-4: (FPC No. 2113-37) Plans and Cross Sections of Buckatahpon 
Dam and Gate; 

Evhibit L-5: (FPC No. 2113-33) Long-on-Deerskin Dam; 

Echibit L-6: (FPC No. 2113-38) Gate and Dam Plans of Little Deerskin Dam ; 

Evrhibit L-7: (FPC No. 2113-4) Plans and Cross-Sections of Seven Mile Dam 
and Gate; 

Exhibit L-8: (FPC No. 2113-5) Plans and Cross-Sections of Lower Nine Mile 
Dam and Gate; 

Evhibit L-11: (FPC No. 2113-39) Plans and Cross Sections of Sugar Camp 
Dam and Gate; 

Erhibit L-12: (FPC No. 2113-6) Gate and Dam Plans of Little St. Germain 
Dam: 

Exhibit L-13: (FPC No. 2113-7) Gate and Dam Plans of Big St. Germain 
Dam; 

Echibit L-20: (FPC No. 2113-34) North Pelican Dam; 

Evhibit L-21: (FPC 2113-27) Gate and Dam Plans of Pelican Dam ; 

Exhibit L-22: (FPC No. 2113-29) Gate and Dam Plans of Minocqua Dam; 

Erhibit L-23: (FPC No. 2113-35) Squirrel Lake Dam; 

Exhibit L-24: (FPC No. 2113-18) Plan and Cross Section of Willow Dam; 

Exhibit L-25: (FPC No. 2113-19) Details of Roll Gate and Deep Gates at 
Willow Dam; 

Exhibit L-26: (FPC No. 2113-20) Plans and Cross Sections of Rice Dam; 

Exhibit L-27: (FPC No. 2113-21) Details of Tainter Gates of Rice Dam; 

Exhibit L-28: (FPC No. 2113-22) Plans and Cross Sections of Spirit Dam 
and Gates; 

Erhibit L-29: (FPC 2113-23) Plans and Cross Sections of Dikes at Spirit 
River Flowage; 

Erhibit L-30: (FPC No. 2113-24) Plan and Sections of Big Eau Pleine Dam; 

Evhibit L-31: (FPC No. 2113-25) Gate Plans and Cross Sections of the Big 
Eau Pleine Dam; 

Echibit M: (four sheets) descriptions and specifications for equipment used 
to operate control gates at each dam, signed June 21, 1952: Wisconsin Valley 
Improvement Company, M. W. Kyler. 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with the 
project or any part thereof, whether located on or off the project area, if and to 
the extent that the inclusion of such property as a part of the project is approved 
or acquiesced in by the Commission; also, all riparian or other rights, the use 
or possession of which is necessary or appropriate in the maintenance or opera- 
tion of the project. 

(4) Applicant is a corporation organized under the laws of the State of 
Wisconsin and has submitted satisfactory evidence of complying with the re 
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quirements of all applicable State laws insofar as necessary to effect the pur- 
poses of a license for the project. 

(5) No conflicting application is before the Commission. Public notice of the 
application has been given as required by the Act. 

(6) The project does not affect any Government dam, nor will the issuance of 
a license for the project as hereinafter provided affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. 

(7) The project is best adapted to a comprehensive plan for improving and 
developing a waterway or waterways for the use or benefit of interstate or for- 
eign commerce, for the improvement and utilization of water-power develop- 
ment, and for other beneficial public uses, including recreational purposes. 

(8) It is desirable to reserve for future Commission determination the amount 
of lands of the United States occupied by the project, if any, and the amount of 
reasonable annual charges to be paid for recompensing the United States for 
such occupancy, as hereinafter provided. 

(9) The maps, plans, and specifications designated and described in finding 
(2) above conform to the Commission’s rules and regulations and should be 
approved as part of the license for the project. 

(10) Applicant should file Exhibit K maps for Burnt Rollways, Pickerel 
Lake, Rainbow, and Twin Lakes reservoirs as hereinafter provided. 


The Commission orders: 


(A) This license is issued to Wisconsin Valley Improvement Company, of 
Wausau, Wisconsin (hereinafter referred to as the Licensee), under the provi- 
sions of Section 4(e) of the Act, for a period of 50 years effective August 1, 


1943, for the operation and maintenance of Project No. 2113, located on the 
Wisconsin River and headwater tributaries, navigable waters of the United 
States, and affecting lands of the United States, subject to the terms and condi- 
tions of the Act which is incorporated by reference as a part of this license, and 
subject to such rules and regulations as the Commission has issued or prescribed 
under the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in Form 
L-5, December 15, 1953, entitled “Terms and Conditions of License for Con- 
structed Major Project Affecting Navigable Waters and Lands of the United 
States,” (17 FPC 110) which terms and conditions, except for Articles 6, 9, 10, 
11, 13, 14, 15 and 16 thereof, are attached hereto and made a part hereof; and 
subject to the following special conditions set forth herein as additional articles: 

Article 27. The Licensee shall cooperate with the Fish and Wildlife Service 
and the Wisconsin Conservation Department in the development of plans for the 
improvement and protection of the fishery and wildlife resources involved. 

Article 28. The Licensee shall comply with such reasonable modifications 
of the project structures and operation in the interest of fish and wildlife 
resources as may be hereafter prescribed by the Federal Power Commission 
upon the recommendation of the Secretary of the Interior and the Wisconsin 
Conservation Department. 

Article 29. The Licensee shall within one year from the date of issuance 
of this license submit in accordance with the Commission’s rules and regula- 
tions Exhibit K maps for Twin Lakes, Burnt Rollways, Pickerel Lake, and 
Rainbow reservoirs. 

Article 30. The Licensee shall within one year from the date of issuance 
of this license submit to the Commission for approval, revised Exhibit L draw- 
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ing showing plans modifying structures at the Eau Pleine dam to provide addi- 
tional spillway capacity and shall complete such modification of the dam 
structures within two years after approval of such revised Exhibit L drawing 
by the Commission. 

Article 31. The Licensee shall within one year from the date of issuance 
of this license submit to the Commission for approval, the Exhibit L drawings 
for Twin Lakes, Burnt Rollways, Pickerel Lake, and Rainbow reservoirs. 

Article 32. The Licensee shall pay to the United States for the use, occupancy 
and enjoyment of its lands an amount to be hereinafter determined by the 
Commission. 

(C) The exhibits described in finding (3) above are approved as part of this 
license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgment of the acceptance of this license, it shall be signed 
for the Licensee and returned to the Commission within 60 days from the date 
of issuance of this order. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


KENTUCKY UTILITIES COMPANY, PROJECT NO. 539 
ORDER FURTHER AMENDING LICENSE (MAJOR) 


(Issued May 29, 1959) 





Application was filed March 2, 1959, by Kentucky Utilities Company, licensee 
for major Project No. 539, for amendment of Article 22 of the license, the pro- 
vision setting the annual charge, so as to make the new administrative annual 
charge formula set forth in the Commission’s Order No. 205 issued June 6, 1958, 
in Docket No. R-129 apply to Project No. 539. 

The application also seeks amendment of Article 23 of the license, the amortiza- 
tion reserve provision, to conform with the current regulations under Section 
10(d) of the Federal Power Act. 

The license for Project No. 539 was issued to Kentucky Hydro Electric Com- 
pany on August 19, 1926, and transferred with Commission approval to Ken- 
tucky Utilities Company, effective December 31, 1928. The language of the 
annual charge and amortization reserve provisions of the license is that used 
in licenses issued at that time. Applicant states that the proposed changes 
are desired in order that Articles 22 and 23 will conform to license provisions 
most recently approved and applied by the Commission with respect to annual 
charges and amortization reserves. 

Since the “NOW, THEREFORE” paragraph of the license, as amended, for 
Project No. 539, incorporates in the license by reference amortization reserve 
Regulation No. 17, in effect at the time of the issuance of the license, the para- 
graph should be amended so as to eliminate such reference. 


The Commission finds: 


(1) The license, further amended as hereinafter provided, will not alter any 
of the basic facts upon which the license was issued. 
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(2) The installed horsepower capacity of the project for the purpose of com- 
puting the capacity component of the annual charge of 3,000 horsepower, and 
the annual charge for reimbursing the United States for the costs of administra- 
tion of Part I of the Federal Power Act, based on such capacity, as hereinafter 
provided, is reasonable. 

The Commission orders: 

(A) The license for Project No. 539 is further amended, effective as of May 1, 
1959 as follows: 

PARAGRAPH I. The paragraph of the license beginning “NOW, THERE- 
FORE” is amended by inserting after the phrase, “being subject to all the terms 
and conditions of the Act and of the rules and regulations of the Commission 
pursuant thereto as amended and made effective on the first day of April, 1924,” 
the following words, “except Regulation 17,”. 

PARAGRAPH II. Article 22, of the license, except subparagraph B thereof, 
is amended to read as follows: 

Article 22. The Licensee shall pay to the United States the following annual 
charges : 

A. For the purpose of reimbursing the United States for the cost of adminis- 
tration of Part I of the Act, one (1) cent per horsepower on the authorized 
installed capacity (3,000 horsepower), plus two and one-half (2%) cents per 
1,000 kilowatt-hours of gross energy generated during the calendar year for which 
the charge is made. 

PARAGRAPH III. Article 23 of the license is amended to read as follows: 

Article 23. After the first twenty (20) years of operation of the project under 
the license, namely, after April 10, 1948, six (6) percent per annum shall be the 
specified rate of return on the net investment in the project for determining 
surplus earnings of the project for the establishment and maintenance of amorti- 
zation reserves, pursuant to Section 10(d) of the Act; one-half of the project 
surplus earnings, if any, accumulated after the first twenty years of operation 
under the license, in excess of six (6) percent per annum on the net investment, 
shall be set aside in a project amortization reserve account as of the end of 
each fiscal year, provided that, if and to the extent that there is a deficiency of 
project earnings below six (6) percent per annum for any fiscal year or years 
after the first twenty years of operation under the license, the amount of such 
deficiency shall be deducted from the amount of any surplus earnings accumu- 
lated thereafter until absorbed, and one-half of the remaining surplus earnings, 
if any, thus cumulatively computed, shall be set aside in the project amortization 
reserve account; and the amounts thus established in the project amortization 
reserve account shall be maintained therein until further order of the 
Commission. 

(B) This amendment in the manner set out above shall not operate to alter or 
amend the license in any other respect, and shall not in any way constitute a 
waiver of any other part, provision or condition of the license as heretofore 
amended. 

(©) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act and failure to file such an application shall constitute ac- 
ceptance of this amendment of license. In acknowledgement of the acceptance 
of this amendment of license, it shail be signed for the Licensee and returned 
to the Commission within 60 days from the date of issuance of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 





MIDWEST NATURAL GAS CORPORATION, G-—17095; TEXAS EASTERN 
TRANSMISSION CORPORATION, G-17237; CITY OF BATESVILLE, 
INDIANA, G-18072 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND DIRECTING PHYSICAL CONNECTION OF FACILITIES AND THE SALE AND DELIVERY 
OF NATURAL GAS 
(Issued May 29, 1959) 


Texas Eastern Transmission Corporation (Texas Eastern), a Delaware 
corporation having its principal place of business at the Texas Eastern Building, 
Shreveport, Louisiana, filed in Docket No. G—17237, an application on December 
11, 1958 and on April 15, 1959, an amended application for a certificate of 
public convenience and necessity authorizing Texas Eastern to sell additional 
volumes totalling 3,282 Mcf per day of firm natural gas on a long-term basis 
to six existing general service customers, pursuant to Section 7(c) of the 
Natural Gas Act, subject to the jurisdiction of the Commission, all as more 
fully represented in the application as amended. 

The customers to which Texas Eastern proposes to sell additional natural 
gas and the volumes involved are as follows: 


Mef M 14.73 psia 








Customer 
Presently | Proposed | Proposed 
| authorized | increase | total 
siden mie ana cient a acnsiaaiitianien tented Tae — 
NF a eee ee ne ae | 3, 672 408 | 4, 080 
Cat On SP, BOF ac atonnnsscecwsndcboncsmssacnadaseenaasaane | 700 193 | 893 
City of Lebanon, Tenn----- stbasitihnnanitahiaiidanttsttacall alti } 2,110 | 797 2, 907 
City of Liberty, Ky iio scandal apienasanim nego naiamanee 392 | 150 | 542 
Permian Oil & Gas Co... Ledwbneinndccthhniitaan Dab pekalaae | 612 | 1,020 1, 632 
GEORONETA SIOOEE CIOD OIG. nn. nhc ncenncce ge ditinncnntannaionn 2, 856 714 | 3, 570 
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No additional facilities are proposed by Texas Eastern. 
Midwest Natural Gas Corporation (Midwest), an Indiana corporation having 
its principal place of business at 711 Electric Building, Indianapolis, Indiana, 
filed on November 26, 1958, in Docket No. G—17095, an application for an order, 
pursuant to Section 7(a) of the Natural Gas Act, directing Texas Eastern Trans- 
mission Corporation to establish physical connection of its facilities with those 
which Midwest proposes to construct and to sell and deliver to Midwest its 
natural gas requirements for distribution and resale in the communities of 
North Vernon, Vernon and Brownstown, Indiana, all as more fully represented 
in the application. 

Midwest proposes to construct and operate a total of 6.5 miles of 3 and 5-inch 
lateral transmission pipelines extending from two separate connections with 
Texas Hastern’s 20-inch main line in Indiana, southeast to the communities 
of Brownstown: and North Vernon, respectively. Vernon will be supplied 
through 0.6 of a mile of 4-inch pipeline extending from North Vernon. Midwest 
will also construct and operate distribution systems in each of the three 
communities to be served. The communities have a total population of ap 
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proximately 7,322, and Midwest estimates the natural gas requirements of 
its proposed service area as follows: 
Requirements in Mcf 


Year of service Peak day Annual 
Dd Picea hadistised re wks bocitcnata te herpes ase be cbiiatco de tecadac dad coinlladlan 1,470 152,546 
Mesa iui kas cece tate alent dais ss geaicivaglan eed 2,230 215,798 
cnn Sessler a as la iil nlp eae 2,730 258, 605 
seh aa ne ene cee ae sentient eda tle adnate tab a ess tii adeno 3,480 315, 568 
Oe eS BS I a SA ta se air PS Ae a hse les tasns Aes alien tnkcasarcanapions 3,720 340, 883 


The gas will be used for domestic, commercial and industrial purposes. 

Midwest estimates the initial capital cost of constructing its facilities at 
$382,200, with incremental additions during each of the first five years bring- 
ing the total investment to $725,000. It proposes to finance its project through 
the issuance and sale of $300,000 in common stock and $400,000 in mortgage bonds, 
having already sold $26,000 in common stock. A Chicago investment firm has 
indicated its desire to purchase the proposed bonds and place the common stock. 

Midwest expects to charge a retail rate ranging from 60 cents per Mcf to $1.00 
per Mcf. Based on these rates, it estimates a return on the investment ranging 
from 0.92 percent in the first year to 6.76 percent in the fifth year of operation. 

The City of Batesville, Indiana (Batesville) filed on March 16, 1959, an ap- 
plication in Docket No. G—-18072 for an order pursuant to Section 7(a) of the 
Natural Gas Act directing Texas Eastern Transmission Corporation (Texas 
Eastern) to establish physical connection of its facilities with the facilities 
Batesville proposes to construct and operate, and to sell and deliver to Bates- 
ville natural gas for distribution in the City of Batesville, Indiana, and en- 
virons, subject to the jurisdiction of the Commission, all as more fully repre- 
sented in the application. 

Batesville proposes to construct approximately 2.3 miles of 4inch pipeline 
between Texas Eastern’s main line and the city limits of Batesville, and a gas 
distribution system to serve that community. Batesville estimates the cost 
of constructing its proposed system at $430,000 which it proposes to finance 
through the sale of revenue bonds. The gas will be used for domestic, com- 
mercial and industrial purposes. The natural gas requirements of its proposed 
service area are estimated by Batesville as follows: 


Requirements in Mcf 


Year of service Peak day Annual 
Ih ili aia dh ec att ia arias 551 85, 676 
Sani iti i htc ah iii ia ci a mn alia 796 115,170 
cient aig pans acne Ui 1,064 149,579 


Originally Texas Bastern had opposed the applications of Midwest and Bates- 
ville because of claimed lack of capacity on its system. However, a restudy 
of the requirements of exisiting customers whom Texas Eastern proposed to 
serve originally with a total additional volume of 6,181 Mcf per day, indicated 
that the requirements of those customers could be met with a total additional 
volume of 3,282 Mcf per day. Texas Eastern estimates it has unallocated 
capacity on its system in the amount of 7,655 Mcf per day. Texas Eastern 
filed its amended application in Docket No. G-17237 and therein stated its will- 
ingness to establish physical connections with Midwest and Batesville and to 
sell-them their second year requirements. Texas Eastern further stated that 
if the Commission deems it in the public interest, Texas Eastern would assume 
the obligation to sell Midwest and Batesville their third year peak day re- 
quirements. 
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After deducting the 3,282 Mcf per day additional gas, now proposed to be sold 
to the six existing general service customers, from the 7,655 Mcf per day of 
unallocated capacity, 4,373 Mef per day remains available and unallocated. The 
third year peak day requirements of 2,730 Mcf for Midwest and 1,064 for Bates- 
ville total 3,794 Mcf per day. Thus, it appears Texas Eastern will have no 
difficulty providing the third year requirements of Midwest and Batesville. The 
additional service should have no appreciable impact on Texas Eastern’s gas 
reserves. 

Pursuant to due notice, a public hearing was held on May 21, 1959 respecting 
the matters involved in and the issues presented by the applications. Petitions 
to intervene in Docket No. G—17237 were filed by Midwest and Batesville, but 
in view of Texas Eastern’s amended application, both petitioners requested on 
April 15, 1959, that the matter be disposed of under the abridged hearing pro- 
cedure and on the record at the hearing counsel for Midwest and Batesville 
orally withdrew the petitions to intervene. No other protest or petition to 
intervene has been received. 

Staff counsel moved orally at the hearing that the intermediate decision pro- 
cedure be omitted and the Commission render a decision herein pursuant to 
Section 1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Texas Eastern, a Delaware corporation with its principal place of business 
in Shreveport, Louisiana, is a “natural gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission. 

(2) Midwest Natural Gas Corporation, an Indiana corporation with a prin- 
cipal office at Indianapolis, Indiana, is a person legally authorized to engage 
in the local distribution of natural gas to the public within the meaning of 
Section 7(a) of the Natural Gas Act. 

(3) The City of Batesville, Indiana, is a municipality legally authorized to 
engage in the local distribution of natural gas to the public, within the meaning 
of Section 7(a) of the Natural Gas Act. 

(4) The sale and delivery of additional volumes of natural gas by Texas 
Eastern to the six existing customers hereinbefore described as more fully 
described in the amended application in Docket No. G—17237, will be made in 
interstate commerce and such sale is subject to the requirements of subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(5) Texas Eastern is able and willing properly to do the acts and to perform 
the service proposed in the amended application in Docket No. G—17237 and 
to conform to the provisions of the Natural Gas Act, and the requirements, rules 
and regulations of the Commission thereunder. 

(6) The sale and delivery of the additional volumes of natural gas by Texas 
Eastern, as described in the amended application in Docket No. G—17237, is 
required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(7) It is necessary and desirable in the public interest to direct Texas Eastern 
to establish physical connection of its transmission facilities with the facilities 
proposed to be constructed and operated by Midwest and Batesville, to sell and 
deliver to Midwest up to 2,730 Mcf per day of natural gas for distribution and 
sale in and around the communities of Vernon, North Vernon and Brownstown, 
Indiana, and to sell and deliver to Batesville up to 1,064 Mcf of natural gas per 
day for distribution and sale in and around the community of Batesville, Indiana, 
all as hereinbefore described and referred to. 





796 FEDERAL POWER COMMISSION 


(8) The requirement that Texas Eastern serve Midwest and Batesville, 
as hereinafter ordered, will not place an undue burden upon Texas Eastern 
nor require it to enlarge its transportation facilities, nor impair its ability to 
render adequate service to its customers. 

(9) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing the delivery and sale by Texas Eastern of additional 
volumes of natural gas to its six existing general service customers as herein- 
before described and as more fully described in the amended application in 
Docket No. G—17237. 

(B) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s regulations under the Natural Gas Act 
shall attach to the issuance of the certificate granted in paragraph (A) hereof 
and to the exercise of the rights granted thereunder. 

(C) Texas Eastern be and it is hereby directed to establish physical con- 
nection with the facilities proposed to be constructed and operated by Midwest, 
as described in the application in Docket No. G—17095, and by Batesville, as 
described in the application in Docket No. G—18072, and to sell and deliver up to 
2.730 Mef of natural gas daily to Midwest and up to 1,064 Mcf of natural gas 
daily to Batesville for distribution and sale as hereinbefore described. Such 
service shall be rendered pursuant to Texas Eastern’s presently filed appropriate 
rate schedules. 

(D) Texas Eastern shall report to the Commission, in writing and under oath 
the date of commencement of service to Midwest and to Batesville within 15 
days after the respective service begins. 

(E) Midwest and Batesville shall be prepared to receive service as directed 
in paragraph (C) hereof within one year from the date of issuance of this order. 










Before Commissioners: Jerome K. Kuykendall, Chairman; 
and Arthur Kline. 


Frederick Stueck 






























NEW YORK STATE NATURAL GAS CORPORATION AND HOME GAS 
COMPANY, G-17544; PRODUCERS GAS COMPANY, G-—14975; HOME GAS 
COMPANY, G-15228 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY, DISMISSING APPLICATIONS, AND TERMINATING PROCEEDINGS 


(Issued May 29, 1959) 


On January 15, 1959, supplemented on January 20, 1959, New York State 
Natural Gas Corporation (New York Natural) and Home Gas Company (Home) 
filed in Doeket No. G-17544 a joint: application; pursuant to’ Section 7(c) of the 
Natural Gas Act, for a certificate of public convenience and necessity authorizing: 

(1) The exchange of natural gas between the Applicants only during 
emergencies. 
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(2) Operation of an existing emergency interconnection between the pipeline 
facilities of Home and Producers Gas Company (Producers) in the City of Olean, 
New York. 

(3) The acquisition from Producers and operation by New York Natural of 
certain metering and regulating facilities at the aforesaid emergency inter- 
connection between Home and Producers in Olean. 

(4) The construction and operation by New York Natural of a gate valve to 
be placed at an existing point of connection of Home’s system with the system 
of Southern Tier Gas Corporation (Southern Tier) in the Town of Cameron, 
Steuben County, New York, said valve and connection to be used only during 
emergencies. 

(5) The construction and operation of an emergency interconnection between 
New York and Home where their systems cross in the Town of Horseheads, 
Chemung County, New York. 

The purpose of these proposals is to permit emergency exchange of gas be- 
tween Home and New York Natural at their proposed Horseheads connection, 
and also to permit Home to deliver emergency gas to New York Natural for im- 
mediate redelivery to Producers and Southern Tier at the City of Olean and 
Town of Cameron connections when the latter require emergency gas. New 
York Natural would return this gas to Home at the Horseheads connection. 

The proposed facilities at Horseheads are estimated to cost Home $1,827 
and New York Natural $4,705. New York Natural’s gate valve at the Home 
Southern Tier connection is estimated to cost $200. New York Natural will pay 
Producers $4,900, the depreciated original cost of Producers’ metering facilities 
at the Home-Producers connection. All costs are to be defrayed from cash 
on hand. 

On April 25, 1958, Producers filed an application in Docket No. G—14975 for an 
order pursuant to Section 7(a) of the Natural Gas Act directing Home Gas Com- 
pany to establish physical connection with the facilities of Producers in 
the City of Olean to provide an emergency gas service interconnection. This 
application was duly noticed and came to hearing on December 15, 1958, which 
hearing was recessed to January 15, 1959, at which time it was again recessed 
subject to further order or notice. 

On June 4, 1958, supplemented on August 29, 1958, Home filed an applica- 
tion in Docket No. G—15228 for a certificate of public convenience and necessity 
pursuant to Section 7(c) of the Natural Gas Act authorizing the operation for 
emergency service when necessary of an existing connection between the systems 
of Home and Southern Tier. Following due notice, this application came to 
hearing on November 18, 1958, which hearing was recessed to December 15, 1958, 
and again to January 15, 1959, at which time it too was recessed subject to fur- 
ther order or notice. 

New York State Natural Gas Corporation was permitted by order of the Com- 
mission to intervene in both of the foregoing proceedings. 

The construction and operations proposed by New York Natural and Home 
in Docket No. G—17544 supersede and render moot the applications of Produvers 
in Docket No. G-14975 and Home in Docket No. G—15228. 

No question of gas supply or capacity is involved in the application in Docket 
No. G-17544. 

Pursuant to'due notice, a public hearing was held in Washington, D.O., on May 
19, 1959, respecting the matters involved in and the issues presented by the appli- 
cations herein. No appearances other than staff counsel were entered upon the 
record and no evidence offered in opposition to the granting of the application in 
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Docket No. G—-17544 and the dismissal of the applications in Docket Nos. G—14¥75 
and G—15228. Staff counsel moved orally at the hearing that the intermediate 
decision procedure be omitted and that the Commission render a decision 
herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 

(1) Applicant, New York State Natural Gas Corporation, a New York cor- 
poration having its principal place of business in Pittsburgh, Pennsylvania, is 
a “natural-gas company” within the meaning of the Natural Gas Act, as here- 
tofore found by the Commission in its order of October 27, 1942, in Docket No. 
G-312 (3 FPC 84). 

(2) Applicant, Home Gas Company, a New York corporation having its prin- 
cipal place of business in Pittsburgh, Pennsylvania, is a “natural-gas company” 
within the meaning of the Natural Gas Act as heretofore found by the Com- 
mission in its order of January 5, 1943, in Docket No. G-345 (3 FPC 859). 

(3) The exchange of natural gas between New York Natural and Home; the 
delivery of natural gas by Home to New York Natural for redelivery to Produc- 
ers and Southern Tier and the return of such gas by New York Natural to Home; 
the construction and operation of facilities by New York Natural and Home, 
and the acquisition of facilities by New York Natural from Producers, all as 
hereinbefore described and as more fully described in the application in Docket 
No. G-—17544, are subject to the requirements of subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 

(4) The proposed exchange, delivery, redelivery, construction, operation, and 
acquisition referred to in paragraph (3) next above are required by the public 
convenience and necessity and a certificate therefor should be issued as here- 
after ordered and conditioned. 

(5) Applicants, New York Natural and Home, are able and willing properly 
to do the acts and to perform the services proposed and to conform to the pro- 
visions of the Natural Gas Act and the requirements, rules and regulations of 
the Commission tliereunder. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (ce) (4), (d) (2), (d) (3), 
and (e) of Section 157.20 of the Commission’s Regulations under the Natural 
Gas Act (18 CFR 157.20) should attach to the certificate hereinafter issued to 
New York Natural and Home and to the exercise of the rights granted there- 
under, and that the time within which construction and acquisition of the fa- 
cilities authorized by this order shall be completed and placed in actual opera- 
tion should be fixed at 6 months from the date on which this order issues. 

(7) The applications of Producers in Docket No. G-14975 and Home in Docket 
No. G-—15228 having been suspended and rendered moot by the application of 
New York Natural and Home in Docket No. G—17544, said applications in Docket 
Nos. G-14975 and G-—15228 should be dismissed and the proceedings thereon 
terminated. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and not having been denied by the Commission is granted pursuant to Section 
1.30 (c)(1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing New York State Natural Gas Corporation and Home 
Gas Company to exchange, deliver, and redeliver natural gas, and to construct, 
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operate and acquire facilities, all as more fully described in their joint appli- 
eation of Docket No. G-17544 and the exhibits attached thereto, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (3), (ce) (4), (d) (2), (da) (3), and (e) of Section 157.20 of the Commis- 
sion’s Regulations under the Natural Gas Act shall attach to the certificate 
issued in paragraph (A) above and to the exercise of the rights granted 
thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed, acquired and placed in actual operation as provided by paragraph (b) 
of Section 157.20 of the Commission's Regulations under the Natural Gas Act 
is hereby fixed at six months from the date on which this order issues. 

(D) The application of Producers Gas Company in Docket No. G-14975 and 
Home (ias Company in Docket No. G—15228 are hereby dismissed and the pro- 
ceedings thereon terminated. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


PETROLEUM LEASEHOLDS, INC. (OPERATOR), ET AL., DOCKET NO. 
G—18205 


ORDER APPROVING PROPOSED SETTLEMENT 


(Issued May 29, 1959) 


On March 12, 1959, Petroleum Leaseholds, Inc. (Operator) et al.’ (Petroleum 
Leaseholds) tendered for filing with the Commission Supplement No. 11 to its 
FPC Gas Rate Schedule No. 1 and Supplement No. 11 to its FPC Gas Rate 
Schedule No. 2, proposing increased rates and charges for its sales of natural 
gas to Texas Eastern Transmission Corporation (Texas Eastern) under the 
aforesaid rate schedules. The sales in question are of gas produced in the 
West Weesatche Field, Goliad County, Texas, in the Texas Railroad Commis- 
sion District No. 2. The increase, proposed under a price redetermination 
clause, would increase the presently effective rate of 11.1232 cents per Mcf by 
2.7501 cents to 13.8733 cents per Mcf, including tax reimbursement. By order 
issued April 7, 1959, herein, we suspend these filings until September 12, 
1959. 

On April 23, 1959, Petroleum Leaseholds filed with the Commission under 
Section 1.18(e) of our Rules of Practice and Procedure an Offer of Settlement 
proposing to settle the issues and terminate the proceedings arising on the 
increased rates proposed herein. The Offer contemplates that these proceedings 
be settled on the following basis: 

(1) Existing favored nation and price redetermination clauses would be elimi- 
nated from the gas purchase contract between Texas Eastern and Petroleum 
Leasehold described in the footnote. 


1Petroleum Leaseholds, Inc., and Leland Fikes are the parties Seller under two Gas 
Purchase Contracts, both dated September 1, 1953, filed with the Commission as rate 
schedules and originally designated “Howard 8S. Cole, Jr. (Operator) et al., FPC Gas 
Rate Schedules Nos. 1 and 2.” Petroleum Leaseholds, Inc. acquired the interests of 
Howard 3. Cole, Jr., and all other Sellers under both contracts, except Leland Fikes, and 
has filed with the Commission its notice of succession and adoption of Howard 8. Cole, Jr. 
(Operator) et al., FPC Gas Rate Schedules Nos. 1 and 2. Reference in this order to 
Petroleum Leaseholds, Inc., includes reference to Leland Fikes. 
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(2) The price schedule of the contract with respect to future fixed price 
escalations would be amended by converting the existing annual 2 mill (0.2 
cents) per Mcf fixed price escalation to a fixed price escalation of 0.5 cents per 
Mef each five years. 

(3) The 13.8733-cent price contained in the latest rate filing of Petroleum 
Leaseholds now under suspension would be permitted to become effective and 
Petroleum Leaseholds would be permitted to receive such price without any 
refund obligation. 

By its terms, the Offer of Settlement is withdrawn if not accepted by the 
Commission prior to June 1, 1959. 

In support of its Offer of Settlement, Petroleum Leaseholds states, inter alia, 
that these favored nation and price redetermination provisions were important 
elements of consideration required for the long-term commitment of these 
gas reserves to the performance of the contracts; that these two elements of 
consideration provided Sellers with a means of protecting themselves against 
inflation and of receiving a price approximately the current value of their gas 
during the more than twenty-year term of these contracts; and that these pro- 
visions were included in the contracts after arm’s-length negotiation. Petro- 
leum Leaseholds states that it is now willing to give up the advantage of these 
contract provisions in the interest of settling this case. 

Texas Eastern has concurred in the Offer of Settlement and has agreed, in 
the event the Offer is accepted by the Commission, to make the contract changes 
or amendments provided for in the Offer. Texas Eastern has transmitted a 
copy of the Offer, and a memorandum stating its position with respect thereto, 
to its customers. None of its customers has intervened in these proceedings or 
expressed on the record any opposition to the Offer of Settlement. 

The Commission’s Staff, however, opposes acceptance of the Offer of Settle- 
ment on the ground principally that there has not been submitted evidence for 
finding the suspended rates just, reasonable and lawful. 

In our judgment, settlement of this case in accordance with the Offer of 
Settlement is desirable in the public interest and appropriate to carry out the 
provisions of the Act. Petroleum Leaseholds is proposing to eliminate all 
favored nation and price redetermination clauses in the contracts with Texas 
astern involved herein, to waive all its future rights and benefits thereunder, 
and to convert the existing 0.2 cents per Mcf fixed annual escalation to a fixed 
0.5 cents per Mcf escalation every five years. Although Petroleum Leaseholds 
would in exchange be permitted to receive the price of 13.8733-cents per Mcf 
presently under suspension, it is a reasonable estimate from known prices in 
the area that the redetermined rate would be at least 16.0 cents per Mcf in 
1963, when the clause could next be invoked. Under the favored nation clause 
to be eliminated, the producers would shortly be entitled to 14.9 cents per Mef, 
due to triggering by a suspended rate of Magnolia Petroleum Company to 
Texas Eastern in the area. 

The proposed Offer of Settlement would be beneficial to the public and ad- 
vantageous to all concerned, by relieving the Commission, the producers, and 
Texas Eastern, as well as customer companies, of the time and expense which 
might be necessary to the conduct of formal hearings in such rate cases 
as might otherwise arise under such provisions. The conversion of the existing 
annual escalation to a five-year escalation alone would avoid 12 annual rate 
increase filings during the remaining 14 years of the contract term. The 
resulting stability in gas costs would be welcome to all segments of the natural- 
gas industry. Furthermore, freeing the Commission and its staff from the need 
of considering such proposed increases would enable us to concentrate our efforts 
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on more important rate cases and other matters having possibly more serious 
consequences for the public and the consumer. 

The price of 13.8733 cents per Mcf when compared with existing area prices, 
is not an excessive price currently for the gas produced and delivered under 
the contracts involved herein. Although numerous sales are being made at 
prices lower than this under older contracts, this price is considerably below 
the level of prices in contracts recently negotiated for gas being produced in 
the same general area. Evaluating the benefits to the public to be gained from 
acceptance of this proposed Offer of Settlement against the possible detri- 
ments thereof, we conclude that, on balance, the former predominate and that 
Petroleum Leaseholds’ Offer of Settlement should be accepted by the Commission. 

However, we desire to make it clear that acceptance of this Offer of Settlement 
shall not be construed as approval of any future increased rates proposed by 
Petroleum Leaseholds under the fixed five-year escalation provision or otherwise. 


The Commission further finds: 


The proposed settlement of these rate proceedings on the basis described 
herein, as more fully set forth in the Offer of Settlement filed by Petroleum 
Leaseholds with the Commission on April 23, 1959, and in the Appendices to this 
order, is in the public interest and appropriate to carry out the provisions of 
the Natural Gas Act and should be approved by the Commission and made ef- 
fective as hereinafter ordered. 


The Commission orders: 


(A) The Offer of Settlement filed with the Commission by Petroleum Lease- 
holds on April 23, 1959, is hereby approved in accordance with the pro- 
visions of this order. 

(B) Petroleum Leaseholds shall execute with Texas Eastern amendments to 
these parties’ Gas Purchase Contracts dated September 1, 1953, as amended, filed 
with the Commission as FPC Gas Rate Schedules Nos. 1 and 2, in accordance 
with Appendices A and B attached hereto, respectively. 

(C) Petroleum Leaseholds shall, within 30 days from the date of issuance 
of this order, file with the Commission as supplements to the aforesaid FPC 
Gas Rate Schedules Nos. 1 and 2, under Part 154 of the Commission’s Regula- 
tions under the Natural Gas Act, the executed agreements with Texas Eastern re- 
quired by paragraph (B) above. 

(D) Petroleum Leaseholds’ proposed increased rates contained in Supple- 
ment No. 11 to its aforesaid FPC Gas Rate Schedules Nos. 1 and 2 and 
suspended by our order issued herein on April 7, 1959, are herewith permitted to 
become effective on the date Petroleum Leaseholds makes the filings required 
in paragraph (C) above, and the proceedings in this docket are hereby 
terminated. 

(E) Petroleum Leasenolds 1s hereby discharged from any liability for any 
refunds on account of the suspension of the proposed increased rates referred 
to in paragraph (D) above. 

Commissioner Connole not participating. 


APPENDIX A 
Amendment 


THIS AMENDMENT, made and entered into as of the ____ day of 
1959, by and between Petroleum Leaseholds, Inc. and Leland Fikes, hereinafter 
called “Producer,” and Texas Eastern Transmission Corporation, hereinafter 
called “System.” 
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WHEREAS, Producer and System mutually desire to amend that certain Gas 
Purchase Contract dated September 1, 1953, as amended, by and between 
System and Producer covering the sale and purchase of gas from the Wheelock 
Lease, West Weesatche Field, Goliad County, Texas. 

NOW, THEREFORE, in consideration of the premises and the mutual coven- 
ants herein contained Producer and System do covenant and agree as follows: 

From and after the 1st day of April, 1959, the said Gas Purchase Contract 
between Producer and System dated the 1st day of September, 1953, as amended, 
shall be further amended as follows: 

(a) Subparagraph 10.1 of Article X (Price schedule and price redetermination 
provisions), as amended and as adjusted by letter agreement dated December 
23, 1957, is hereby further amended by deleting therefrom all of said sub- 
paragraph 10.1 and substituting in lieu and in place thereof the following : 

“10.1. The price to be paid by System to Producer for each one thousand 
(1,000) cubic feet of dry gas which System is obligated to take and pay for 
hereunder, or pay for whether taken or not, shall be as follows: 

13.8733 cents per Mcf from April 1, 1959, to February 5, 1963; 

14.3733 cents per Mcf from February 5, 1963, to February 5, 1968; 

14.8733 cents per Mcf from February 5, 1968, and thereafter.” 

(b) Subparagraph 10.3 of Article X (favored nation clause) in its entirety shall 
be deleted. 

Except as herein provided, said Gas Purchase Contract, as amended, is hereby 
ratified and confirmed in all respects. 

In Witness Hereof, this instrument is executed as of the date first above 
written. 


PETROLEUM LEASEHOLD, INC. 


Secretary 


Leland Fikes 


PRODUCER 
ATTEST: 
TEXAS EASTERN TRANSMISSION 
CORPORATION 


Secretary Vice President 


SYSTEM 
APPENDIX B 


Amendment 


THIS AMENDMENT, made and entered into as of the ___. day of 
1959, by and between Petroleum Leaseholds, Inc. and Leland Fikes, hereinafter 
called “Producer,” and Texas Eastern Transmission Corporation, hereinafter 
called “System.” 

WHEREAS, Producer and System mutually desire to amend that certain 
Gas Purchase Contract dated September 1, 1953, as amended, by and between 
System and Producer covering the sale and purchase of gas from the Albrecht 
Lease, West Weesatche Field, Goliad County, Texas. 

NOW, THEREFORE, in consideration of the premises and the mutual cov- 
enants herein contained Producer and System do covenant and agree as follews; 
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From and after the 1st day of April, 1959, the said Gas Purchase Contract 
between Producer and System dated the 1st day of September, 1953, as amended, 
shall be further amended as follows: 

(a) Subparagraph 10.1 of Article X (price schedule and price redetermina- 
tion provisions), as amended and as adjusted by letter agreement dated December 
23, 1957, is hereby further amended by deleting therefrom all of said subpura- 
graph 10.1 and substituting in lieu and in place thereof the following: 

“10.1. The price to be paid by System to Producer for each one thousand 
(1,000) cubic feet of dry gas which System is obligated to take and pay for 
hereunder, or pay for whether taken or not, shall be as follows: 

13.8733 cents per Mcf from April 1, 1959, to February 5, 1963; 

14.3733 cents per Mcf from February 5, 1963, to February 5, 1968; 

14.8733 cents per Mcf from February 5, 1968, and thereafter.” 

(b) Subparagraph 10.3 of Article X (favored nation clause) in its entirety 
shall be deleted. 

Except as herein provided, said Gas Purchase Contract as amended, is hereby 
ratified and confirmed in all respects. 

In Witness Hereof, this instrument is executed as of the date first above 
written. 


ATTEST: PETROLEUM LEASEHOLDS, INC. 


Secretary 
Leland Fikes 


PRODUCER 


ATTEST: TEXAS EASTERN TRANSMISSION CORPORATION 


Secretary Vice President 


SYSTEM 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


TEXAS EASTERN TRANSMISSION CORPORATION, DOCKET NO. G—12626 


ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY, AND TERMINATING PROCEEDING 


(Issued May 29, 1959) 


On March 23, 1959, Texas Bastern Transmission Corporation (Applicant) 
filed an application in Docket No. G—12626 for authority to terminate the ex- 
change of natural gas with Humble Oil & Refining Company which was 
authorized by Commission order issued on September 4, 1957. Said order issued 
on September 4, 1957, 18 FPC 281, provided that deliveries of exchange gas by 
Applicant to Humble shall be terminated on June 1, 1960. 

Applicant’s deliveries of gas to Humble under this docket have been made 
pursuant to an exchange agreement on file with the Commission as Supplement 
No. 8 to Humble’s FPC Gas Rate Schedule No. 19. Applicant and Humble now 


556-794—_63——_53 
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desire by mutual agreement to terminate the aforesaid exchange agreement as of 
April 1, 1959, and to revert to the straight sale of gas by Humble to Applicant 
under the original gas sales contract dated April 27, 1953 (Humble’s FPC Gas 
Rate Schedule No. 19), which sale was authorized by Commission order issued 
on December 15, 1954, in Docket No. G-3081. 


The Commission finds: 


It is in the public interest and appropriate in carrying out the provisions of the 
Natural Gas Act to amend, as hereinafter ordered, the Commission’s order issued 
September 4, 1957, in Docket No. G-12626, by deleting therefrom Paragraph (B), 
which provides a termination date of June 1, 1960, and by terminating the pro- 
ceeding in said Docket No. G—12626, effective on the date on which this order 
issues. 


The Commission orders: 





(A) The order of the Commission issued on September 4, 1957, in Docket 
No. G—12626, issuing a certificate of public convenience and necessity to Texas 
Eastern Transmission Corporation, be and the same hereby is amended by de 
leting therefrom Paragraph (B), which provides a termination date of June 1, 
1960, for deliveries of natural gas under said certificate. 

(B) The proceeding designated as Docket No. G-12626 be and the same hereby 
is terminated, effective on the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 




























TEXAS GAS TRANSMISSION CORPORATION, G-17335; TEXAS EASTERN 
TRANSMISSION CORPORATION, G-17420; HOPE NATURAL GAS COM- 
PANY, G-17565 ; TEXAS GAS EXPLORATION CORPORATION, G-17336; J. 
RAY McDERMOTT & CO., INC., G-17337; KILROY PROPERTIES INCOR- 
PORATED, ET AL., G-17338; THE CALIFORNIA COMPANY, G-17339; 
CALLERY PROPERTIES, INC., G-17340 AND G-17341; OCEAN DRILLING 
& EXPLORATION COMPANY, G—17342 AND G-17343 ; HUMBLE OIL & RE- 
FINING COMPANY, G-17391; AMERADA PETROLEUM CORPORATION, 
G-17393 AND G-—17407; KERR-McGEE OIL INDUSTRIES, INC., G—17396; 
BEL OIL CORPORATION, G-17397; CAROLINE HUNT SANDS AND LOYD 
B. SANDS, G-17398; RICHARDSON & BASS (LOUISIANA ACCOUNT), 
G-17399 ; MAGNOLIA PETROLEUM COMPANY, G-17401; BECK OIL COM- 
PANY, ET AL., G-17402; PHILLIPS PETROLEUM COMPANY, G-17405; 
MISSISSIPPI RIVER FUEL CORPORATION, G-17413; UNION OIL COM- 
PANY OF CALIFORNIA, G-17457; TIDEWATER OIL COMPANY, G-17463, 

G-17474, G-17475, AND G-17483; CONTINENTAL OIL COMPANY, G-—17554 

AND G-17566; SHELL OIL COMPANY, G-17560; PAN AMERICAN PETRO- 

LEUM CORPORATION, G-17574 





ORDER DENYING PETITION TO INTERVENE AND GRANTING LIMITED PARTICIPATION 
(Issued May 29, 1959) * 


Tennessee Gas Transmission Company (Tennessee) filed on February 24, 
1959, a petition to intervene in these consolidated proceedings. The gravamen 
of Tennessee’s petition consists of the expressed fear of Tennessee that the 
granting of the applications herein will affect the present and future opera- 
tions of Tennessee insofar as the overall project, if certificated, will permit 





*Rehearing denied by order issued July 2, 1959. 
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applicants to partially supply the natural gas requirements of the same markets 
presently being partially supplied by Tennessee. 

The applicants in these proceedings are Hope Natural Gas Company (Hope), 
Texas Eastern Transmission Corporation (Texas Eastern), Texas Gas Trans- 
mission Corporation (Texas Gas), and twenty-one independent producers of 
batural gas. Applicants’ proposed service, for which they seek certificates of 
public convenience and necessity, may be briefly summarized as follows: 

(1) Hope will produce and purchase from the independent producer appli- 
cants in the Gulf Coast area of Louisiana natural gas in the amount of 
approximately 100,000 Mcf per day. 

(2) Texas Gas will gather and transport the gas and deliver it to Texas 
Eastern at a point near Lebanon, Ohio. For this service Texas Gas will collect 
a gathering and a transportation charge from Hope. 

(3) Texas Eastern will receive the gas at Lebanon, Ohio, and transport and 
deliver part of it to Hope and part of it directly to certain specified customer 
companies of Hope. For this service Texas Eastern will collect a transporta- 
tion charge from Hope. Texas Eastern already has the necessary 
interconnections with Hope and with the Hope customers which are: 

(a) The East Ohio Gas Company, 

(b) New York State Natural Gas Corporation, 

(c) The Peoples Natural Gas Company, 

(d) The River Gas Company. 

These companies, as well as Hope, are all affiliates within the Consolidated 
Natural Gas Company system (Consolidated System). 

(4) In order to render this service for Hope, it is necessary for both Texas 
Gas and Texas Eastern to expand their present natural gas facilities, which 
they propose to do. 

Tennessee, as alleged in its petition, is presently supplying a portion of the 
natural gas requirements of each of the customers proposed to be served by 
Hope, except the River Gas Company, and in addition also supplies part of 
Hope’s present requirements. These companies also receive part of their 
requirements from Panhandle Eastern Pipeline Company, Texas Eastern, and 
Transcontinental Gas Pipe Line Corporation, as well as from numerous 
independent producers in the Appalachian area. 

Traditionally Hope has been the “hub” of the Consolidated System, engaged 
in production, procurement and transmission of natural gas, and balancing the 
supplies of natural gas against the requirements of the other distributing 
companies within the Consolidated System. Heretofore Hope’s procurement 
and production activities have been primarily confined to the Appalachian area. 
As the requirements of the system have grown through the years it has become 
necessary for the system to look elsewhere for its supplies. Hence, at various 
times the different members of the system have contracted for supplies of gas 
with the long line transmission companies as discussed above, so that each 
of these transmission companies has had some share in supplying the growing 
needs of the Consolidated System. 

The application filed by Hope indicates that the Consolidated System is faced 
with a shortage of gas for the coming 1959-1960 winter season and thereafter. 
Hope has actively entered into the business of producing, and procuring natural 
gas from independent producers, in the Gulf Coast region of Louisiana, and 
has contracted with Texas Eastern and Texas Gas to transport the gas so pro- 
duced and purchased to the market area of the Consolidated System. The 
applications indicate that the amount of gas involved in the present proposal 
(100,000 Mcf per day) is approximately the mere equivalent of the annual in- 
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cremental increase required to meet the growing demands upon the Consolidated 
System and this has not been controverted by Tennessee. The applications fur- 
ther state that the present proposal is the first step in a long range plan of 
the Consolidated System to supply part of its needs by the method proposed 
in the present applications. This reference to such a long range plan is cited 
by Tennessee as the basis for its fear that it may be precluded from partici- 
pating in the future growth of the Consolidated System requirements. 

Tennessee has not proposed to furnish the Consolidated System with a sup- 
ply of natural gas equivalent to the amount involved in the present proposal. 
Nor does it allege that it is either willing or able to do so. No competing ap- 
plication has been filed by Tennessee and no allegation has been made that 
such an application will be filed. Neither does Tennessee allege that it is 
either able or willing to undertake to transport the gas supplies which Hope 
will produce or has contracted to purchase in the Gulf Coast region. 

Specifically, Tennessee alleges that the— 

proposed deliveries to Hope and by Hope to its affiliated customers, * * * 
may have an injurious economic impact upon Tennessee and upon its present 
and future customers. 

In support of this proposition, the petition further states— 

Tennessee may be affected to its injury by the daily and seasonal fluctuations 
in “takes” from Tennessee to Hope and its affiliates—all of which are under 
unified control within the Consolidated System, the adequacy of the gas sup- 
ply in this proceeding upon which Hope is dependent and its costs as re- 
flected in rates to its affiliates as well as the terms and conditions of such 
service. 

These recognized facts’ respecting competition and the economic effect of 
such competition upon the present and/or future expanding markets of 
Tennessee is a serious threat to Tennessee’s present sales volumes to the 
companies comprising the Consolidated System and to the opportunity of 
Tennessee to participate in any future expansion or increased volumes of 
natural gas required by the Consolidated System. Likewise this possible 
limitation in the way of competition and the possible reduction in daily 
and seasonal “takes” by Hope and the members of the Consolidated System 
may impair or affect Tennessee’s ability to provide adequate service to its 
other customers and adversely affect the rates and conditions of service to 
such customers. [Footnote and emphasis supplied.] 

It is interesting to note that nowhere in the petition does Tennessee state 
that it opposes the applications. It does not allege that the proposal is in- 
consistent with the public interest or that the granting of the applications 
would not serve the public interest. It does not controvert a single material 
allegation of fact or law or otherwise set forth its position so as to apprise the 
parties or the Commission of its position in regard to the project proposed by the 
Applicants, as is specifically required by Section 1.8(c) of the Commission’s 
Rules of Practice and Procedure. 

The Commission recognizes that Tennessee is in competition with the Appli- 
eants to the extent discussed above. The Commission further recognizes that 
it may be necessary to condition any certficates that might be issued to Ap- 
plicants in these proceedings in such a manner as to protect the interests of 





1The “facts” referred to consist of the facts respecting Tennessee’s present contracts 
and service to the Consolidated System companies, discussed above, the reference to a 
long range plan of the Consolidated System to obtain part of its increasing needs by the 
same method here proposed, the unsupported allegations regarding fluctuations in takes 
quoted above, and the fact that Tennessee has a contract with Hope which will expire in 
1965 which Tennessee alleges again, without supporting facts, may be affected. 
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Tennessee insofar as its marketing or selling of natural gas to the companies 
comprising the Consolidated System may be affected. However, on the 
basis of the matters alleged in Tennessee’s petition to intervene, the Com- 
mission cannot conclude that the unlimited participation of Tennessee would 
serve the public interest. Therefore the Commission, upon full consideration of 
all the facts and circumstances, makes the following findings and order. 


The Commission finds: 


(1) The petition of Tennessee discloses only that if certificates of public 
convenience and necessity are issued in these proceedings the issuance thereof 
and the operations proposed thereunder potentially could affect the marketing 
of natural gas by Tennessee to the Consolidated System. 

(2) Tennessee has not filed a competitive application to render the service 
proposed in these proceedings. 

(3) The petition does not disclose that Tennessee has such an interest in 
the present proceedings as would require its unlimited participation therein. 

(4) The interest of Tennessee in these proceedings can be fully protected by an 
affirmative showing by Tennessee of the facts respecting the manner in which 
its marketing or selling of natural gas to the companies comprising the Consoli- 
dated System will be affected in the event certificates of public convenience and 
necessity are issued to Applicant herein and by cross examination of Applicants’ 
witnesses with respect to issues concerning the present and prospective markets 
available on the Consolidated System, sufficient to apprise the Commission 
whether appropriate conditions should be attached to any such certificates to pro- 
tect the interests so disclosed. 

(5) The unlimited participation of Tennessee in the present proceedings would 
not further the public interest. 

(6) It. is in the public interest to permit Tennessee to participate in these 
proceedings for the limited purpose of showing to what extent, if any, its market- 
ing or selling of natural gas to companies comprising the Consolidated System 
may be affected in the event certificates of public convenience and necessity are 
issued to the Applicants in the proceedings. 


The Commission orders: 


Tennessee’s petition for unlimited participation as an intervener in these pro- 
ceedings is denied, provided, however, Tennessee is granted limited participation 
in the proceedings for the purpose of showing to what extent, if any, its marketing 
or selling of natural gas to companies comprising the Consolidated Natural Gas 
Company system may be affected in the event certificates of public convenience 
and necessity are granted to the Applicants in these proceedings. To the extent 
limited participation is granted hereby Tennessee may participate in the exami- 
nation of witnesses with respect to market data, present evidence, file briefs, and 
participate in oral argument, if any, in these proceedings. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


THE WASHINGTON WATER POWER COMPANY, PROJECT NO. 1072 
ORDER ACCEPTING SURRENDER OF LICENSE (TRANSMISSION LINE) 
(Issued May 29, 1959) 


Application was filed November 12, 1957, by The Washington Water Power 
Company, licensee for transmission-line Project No. 1072, for surrender of the 
license for the project. 
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The license for the project—consisting of the 110,000-volt Spokane-Kellogg and 
Kellogg-Burke lines and the 13,200-volt distribution line extending from Govern- 
ment Gulch to Silver Creek, Idaho, located in Spokane County, Washington, and 
Kootenai and Shoshone Counties, Idaho, and affecting lands of the United States 
partly within the Coeur d’Alene National Forest and within Air Navigation Site 
No. 97—was issued December 19, 1930, to The Washington Water Power Com- 
pany for a period of 50 years and subsequently amended. 

By letter dated October 1, 1958, the Commission informed the Manager of 
the Bureau of Land Management’s Boise, Idaho, office that the Kellogg-Burke line 
is not part of a project subject to Commission license. 

Necessary authority for the continued occupancy of the lands of the United 
States by the lines has been obtained from the Department of Agriculture and the 
Department of the Interior, effective as of January 1, 1957. 

The annual charges under the license for the project have been paid through 
the year 1956 and the licensee’s copy of the license instrument has been returned. 


The Commission finds: 


(1) The above-described lines are not part of a project within the meaning 
of Section 3(11) of the Federal Power Act, and therefore, are not within the 
licensing authority of the Commission. 

(2) Acceptance of surrender of the license for the project is appropriate 
as hereinafter provided. 


The Commission orders: 


Surrender of the license for transmission-line Project No. 1072 is accepted 
effective as of December 31, 1956. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


WESTERN KENTUCKY GAS COMPANY, DOCKET NO. G-17231 


FINDINGS AND ORDER DIRECTING PHYSICAL CONNECTION OF FACILITIES AND 
SALE AND DELIVERY OF NATURAL GAS 


(Issued May 29, 1959) 


Western Kentucky Gas Company (Western) Applicant, filed an application on 
December 11, 1958, pursuant to Section 7(a) of the Natural Gas Act, for an 
order directing Texas Gas Transmission Corporation (Texas) to establish 
physical connection of its facilities with those which Applicant proposes to 
construct, and to sell and deliver to Applicant volumes of natural gas for distri- 
bution and resale in the community of Hardinsburg, Kentucky, as hereinafter 
described and as more fully represented in the application, which is on file with 
the Commission. 

The application states that there is presently no gas distribution system in 
Hardinsburg. Applicant is an existing customer of Texas Gas, retailing gas 
in numerous towns in Kentucky. 

Applicant proposes to construct and operate approximately 6,000 feet of 23- 
inch lateral pipeline extending from a connection with Texas Gas’ 26-inch main 
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line just west of Hardinsburg, southeasterly to Hardinsburg. In addition, 
Applicant will construct and operate the necessary distribution facilities. 
Applicant estimates the natural gas requirements in Hardinsburg as follows: 


Requirements in Mcf at 14.73 psia 


Year of service No. ofcustomers Peak day Annual 
Line nee vsresenlhipictadn eedetkem tenes taecagiidgpi apd eked aaa ae 175 297 27, 597 
.cpasconsmeqesngiasiealliialtealiiailesiesacriaieasan atebedeialalaieiaiaialcailind aia tet 230 402 36, 809 
Divccinpo —pininehcabamliniodidbaaiansgeiaasdaiieasteedeaiittamns Kapitan 275 483 44, 088 
Gn cxmvenenen'zhchap taeda steeta eaneapctiaaaicnietataniagaale-aiaateailatatas 320 565 51, 316 
©... wien mistinindebedtanintelnmmiaangaaaeediaeameaee 347 621 56, 183 


Applicant estimates the total cost of constructing its facilities to be $82,000, 
which it proposes to finance through short-term bank loans and retained 
earnings. 

On February 16, 1959, Texas Gas advised the Commission by its answer to 
Western Kentucky’s proposal that it had no objection to rendering the service 
upon the terms and conditions set forth in the answer. 


The Commission finds: 


(1) Texas Gas Transmission Corporation, a Delaware corporation, with its 
principal place of business in Owensboro, Kentucky is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the 
Commission. 

(2) Applicant, Western Kentucky Gas Company, a Delaware corporation with 
its principal place of business in Owensboro, Kentucky, is a corporation legally 
authorized to engage in the local distribution of natural gas to the public within 
the meaning of Section 7(a) of the Natural Gas Act. 

(3) It is necessary and desirable in the public interest to direct Texas Gas 
Transmission Corporation to establish physical connection of its transmission 
facilities with the facilities proposed to be constructed and operated by Appli- 
cant, and to sell and deliver to Applicant, under a service agreement to be 
executed by Western with Texas, in accordance with the Commission’s Regula- 
tions, up to 483 Mcf per day of natural gas for distribution and resale as herein- 
before described and referred to. 

(4) The requirement that Texas Gas Transmission Corporation serve Appli- 
eant, as hereinafter ordered, will not place an undue burden upon Texas Gas 
Transmission Corporation nor require it to enlarge its transportation facilities, 
nor impair its ability to render adequate service to its customers. 


The Commission orders: 


(A) Texas Gas Transmission Corporation be and it hereby is directed to 
establish physical connection of its facilities with the facilities proposed to be 
constructed and operated by Applicant as herein described, and to sell and deliver 
up to 483 Mef of natural gas daily to Applicant under a service agreement to be 
executed by Applicant with Texas in accordance with the Commission’s Regula- 
tions, for transportation, distribution and resale as hereinbefore described& 
Such service shall be rendered pursuant to Texas Gas Transmission Corporation’s 
presently filed appropriate rate schedule. 

(B) Texas Gas Transmission Corporation shall report to the Commission, 
in writing and under oath, the date of commencement of service to Applicant 
within 15 days after such service begins. 

(C). Applicant shall be prepared to receive service as directed herein within 
one year from the date of issuance of such order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


TRANSWESTERN PIPELINE COMPANY, G-14871; GULF OIL CORPORA- 
TION, G—14925, G-14940, G-14950, G-16139, G-16141, G-16218; PURE OIL 
COMPANY, G-15040; MONSANTO CHEMICAL COMPANY, G-—15318; PAN 
AMERICAN PETROLEUM CORPORATION, G—15389; HUMBLE OIL & RE- 
FINING COMPANY, G-15714; SUN OIL COMPANY, G-15791; UNION OIL 
COMPANY OF CALIFORNIA, G-15810; WARREN PETROLEUM COM- 
PANY, G-16030, G-16031; BRITISH AMERICAN OIL PRODUCING COM- 
PANY, G-16091, G—16093, G-16103; CURTIS R. INMAN, G-16106; RICH- 
ARDSON & BASS, ET AL., G-16137; G. H. VAUGHN, JR., ET AL., G-16195 ; 
CITIES SERVICE GAS COMPANY, G-16216; SUPERIOR OIL COMPANY, 
G-16261; MAGNOLIA PETROLEUM COMPANY, G—16367, G—16368, G—16432 


ORDER DISMISSING PETITION FOR RECONSIDERATION OF COMMISSION’S ORDER DIS- 
MISSING APPEAL FROM PRESIDING EXAMINER'S RULING ON ADMISSIBILITY OF 
EVIDENCE 


(Issued June 1, 1959) 


On May 8, 1959, Union Oil Company of California (Union Oil) filed a peti- 
tion requesting the Commission to reconsider and vacate its order of April 28, 
1959 dismissing Union’s appeal from the Presiding Examiner’s ruling on the 
admissibility of certain cost evidence offered by the Public Utilities Commis- 
sion of California (California Commission). Union Oil requests the Com- 
mission to vacate its order of April 29, 1959 and to rule that the evidence was 
not admissible or, in the alternative, that the Presiding Examiner be ordered 
to reopen the proceedings to afford Union Oil the opportunity to cross-examine 
the witness of the California Commission and to offer rebuttal. 

Union Oil reiterates its contention that cost evidence offered by the Cali- 
fornia Commission is not admissible in a certificate proceeding to determine 
whether the proposed price to be charged by a producer meets the statutory 
standard of public convenience and necessity. In support of this contention, 
Union asserts, inter alia, that the proffered testimony is actually an attempt 
to establish a cost of service, and a reasonable and just rate for the sale in- 
volved, and consequently, these are not matters relevant in the instant pro- 
ceedings. We have disposed of this contention in our order of April 28, 1959. 
As we there indicated, the Commission is not bound to any exclusive method 
in arriving at the conclusion as to whether or not a certificate should be issued 
on the grounds of public convenience and necessity. Cost evidence may be 
offered to determine whether or not a proposed price for the sale of natural 
gas meets the standard of public convenience and necessity. The other con- 
tention of Union with respect to the adequacy of the evidence, i.e., that the 
costs submitted by the California Commission were computed on an area or 
field basis; that the California exhibits involve “the exercise of reasonable 
judgment”; that the witness of the California Commission “with limited pro- 
fessional experience” was not qualified—all go to the weight of the testimony 
and not its admissibility. 

The remaining contention of Union Oil is that it has been denied due process, 
primarily, because it should be allowed to test the proffered evidence by cross- 
examination and offer rebuttal testimony. Although counsel for all other pro- 
ducers availed themselves of the opportunity afforded by the Examiner to 
cross-examine the witness for the California Commission, counsel for Union 
Oil refused to do so, and requested that the proceedings be called to a halt 
















































RE RE ETD RT SENSE a I Se 





> 
2 
t 





FEDERAL POWER COMMISSION 811 


pending his appeal to the Commission from the ruling of the Examiner ad- 
mitting California’s evidence. Union Oil indicated on the record, that before 
going ahead with cross-examination and rebuttal, it desired prior advice from 
the Commission as to whether its rebuttal evidence should be offered in this 
proceeding or in a rate case which was to be heard some time in the future, 
after the close of the instant proceedings. Until such a determination was 
made by the Commission, counsel for Union refused to exercise his prerogative 
to cross-examine, and instead, contended in the alternative that “it [Union 
Oil] be accorded due process and to continue this proceeding pending the 
conclusion and decision of the Section 4 and 5 proceeding* [Union Appeal, pp. 
3 & 8], or that Union be provided its right of due process by the continuance 
of this proceeding to afford Union full opportunity to introduce such rebuttal 
evidence as it deems necessary.” 

Ussentially, Union Oil is contending that the Examiner abused his discretion 
by not postponing further hearing in the face of Union’s refusal to proceed 
with its cross-examination and rebuttal. We believe that there was no such 
abuse of discretion on the part of the Examiner and consequently no denial of 
due process to the petitioner. All other counsel had no difficulty in proceed- 
ing with their cross-examination of the witness. It is clear that Union Oil 
was offered full opportunity to cross-examine and present such rebuttal evi- 
dence as it saw fit to introduce. As to the latter, counsel for Union insisted 
that he might be required to present substantially similar evidence in a future 
rate proceeding and therefore had no intention of presenting such evidence 
herein until his appeal from the Ruling of the Examiner was determined. 
There is nothing in the record to indicate that Union Oil would have been 
foreclosed or was foreclosed by the Examiner from an opportunity to present 
rebuttal evidence, absent its own refusal to proceed without a continuance 
pending appeal. Its appeal to the Commission was grounded on the allegation 
that it might be compelled to present similar evidence in another case.* How- 
ever, as pointed out in our previous order dismissing the appeal of Union Oil 
“The fact that some future rate proceeding may require an applicant to present 
substantially similar evidence is not a valid reason to foreclose the presenta- 
tion of relevant evidence by an intervener or any other party in an independent 
certificate proceeding”. 

Objections to admissibility of evidence are constantly made in any adminis- 
trative proceeding. If every proceeding were to come to a stalemate pending 
an appeal from Examiner’s rulings on such objections and counsel were allowed 
to determine at their own discretion whether or not to proceed with examina- 
tion and rebuttal, there would be endless delay and procrastination in the 
orderly procedure required to handle cases with necessary dispatch. If we 
were to countenance the postponement of every proceeding on the filing of an 
appeal from the admissibility of evidence, orderly procedure could be turned 
into a shambles. 

As to the charge that adequate time was not afforded to prepare rebuttal, 
the record indicates that this question was never reached, since there was an 
arbitrary refusal to proceed with any cross-examination or rebuttal unless 
the case was indefinitely postponed. The alleged ground for such refusal 
offered no inherent obstacle to counsel in proceeding with his cross-examination 
or rebuttal. We are fully aware that there may be cases where the ground 


iIn the. Matters of Union Oil Company of California, et al., Docket Nos. G—4331, 
et al. 17 FPC 89 (As cited by Union Oil Company in its petition). 
*The other ground of the appeal was that the evidence per se was not admissible. 
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for refusal to proceed rests upon the impossibility of further cross-examination 
without determination of an appeal by the Commission. However, the fact 
that the same evidence might have to be shown in an independent proceeding 
was not such an inherent obstacle to the presenting of rebuttal evidence and 
certainly not to cross-examination. 


The Commission finds: 

(1) That the evidence offered by the Public Utilities Commission of Cali- 
fornia was admissible and relevant. 

(2) Under the circumstances, the Examiner did not abuse his discretion in 
determining that orderly conduct of the hearing and reasonable procedure re- 
quired Union Oil to proceed without further delay. 
The Commission orders: 


Accordingly, the petition for reconsideration of the Commission’s order of 
April 28, 1959 should be, and hereby is, denied. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


AMERADA PETROLEUM CORPORATION, G-—9385, G-—10999, G—11882, 
G-11883, G—12882, G-—13401, G-13897, G-—13899, G-—13900, G-—13916, G-—14421, 
G-14618, G-17730, G-17441, G-16715, G-16256, G-16117, G-15997, G-16662 AND 
G-17719; AMERADA PETROLEUM CORPORATION, ET AL., G-16118; 
AMERADA PETROLEUM CORPORATION (OPERATOR) ET AL., G-13901 
AND G-16119; AMERADA PETROLEUM CORPORATION, G-—18634 











































ORDER INSTITUTING RATE INVESTIGATION, CONSOLIDATING PROCEEDINGS, AND FIXING 
DATE OF HEARING 


(Issued June 2, 1959) 

By order issued in Docket No. G-9385 on September 21, 1955, the Commis- 
sion suspended certain proposed changes in rates filed by Amerada Petroleum 
Corporation (Amerada) for sales of natural gas subject to the jurisdiction of 
the Commission. In its order the Commission provided that a public hearing 
be held concerning the lawfulness of the proposed changes in rates thereby 
suspended. On April 28, 1958, the Secretary issued a Notice entitled “Notice 
of Consolidation of Proceedings and Date of Hearing” in which Docket No. 
G-9385 was consolidated for hearing with Docket Nos. G—10999, G—11882, 
G-11883, G-—12882, G-—13401, G—13897, G-—13899, G-—13900, G-—13916, G—14421, 
G-14618 and G-13901 (hereinafter referred to as Docket Nos. G—-9385, et al.) 
A hearing was held on May 12, 1959, during which Amerada presented its 
direct case in favor of the proposed increased rates. 

By orders issued subsequent to the consolidation of Docket Nos. G-9385 
et al., the Commission suspended further changes in rates proposed by Amerada 
and provided that a public hearing be held concerning the lawfulness of such 
proposed changes. 

In view of the fact that suspension orders are outstanding with respect to 
a large number of sales by Amerada, raising the question of the lawfulness of 
the rates proposed by Amerada, it is appropriate that a rate investigation be 
instituted herein and be broad enough to cover all of Amerada’s rates and 
charges for sales of gas, subject to the jurisdiction of the Commission. It 
appears that, upon the basis of data available to the Commission, the rates, 
charges and classifications for or in connection with the sales or transportation 
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of natural gas by Amerada, subject to the jurisdiction of the Commission, and 
the rules and regulations, practices and contracts relating thereto may be 
unjust, unreasonable, unduly discriminatory, or preferential. 

If the Commission, after a hearing has been had, finds with respect to 
Amerada that any of its rates, charges, classifications, rules, regulations, prac- 
tices, or contracts, subject to the jurisdiction of the Commission, are unjust, 
unreasonable, unduly discriminatory, or preferential, the Commission will 
determine and fix by order or orders just and reasonable rates, charges, classi- 
fications, rules, regulations, practices, or contracts to be thereafter observed 
and in force. 

Consistent with the foregoing the following rate increases which were pro- 
posed by Amerada and suspended by the Commission subsequent to the con- 
solidation of Docket Nos. G—9385, et al., are consolidated herewith. (These 
Docket Nos. as consolidated are hereinafter referred to as the outstanding 
suspension proceedings) .* 


Docket Nos. Suspension Order Issue Date 
1958 

G-16117 ; 1958 
G-16118 . 1958 
G-16119 s 1958 
G-16256 ; 1958 
, 1958 

G-16715 q 1958 
G-17441 ; 1959 
EE iis ais tae nce i cscsprecmag ci aiden ieee alah bia ae aa Jan. 1959 
G-17730 Mi 1959 


The Commission finds: 


(1) Amerada Petroleum Corporation is an independent producer of natural 
gas and a “natural-gas company” within the meaning of the Natural Gas Act, 
being engaged in the sale and delivery of natural gas in interstate commerce 
for resale for ultimate public consumption. 

(2) It is necessary and proper in the public interest and to aid in the 
enforcement of the provisions of the Natural Gas Act that an investigation 
be instituted by the Commission, upon its own motion, into and concerning 
all rates, charges, or classifications demanded, observed, charged, or collected 
by Amerada in connection with any transportation or sale of natural gas, 
subject to the jurisdiction of the Commission, and any rules, regulations, prac- 
tices, or contracts affecting such rates, charges, or classifications, and that 
this investigation be consolidated for hearing with the outstanding suspension 
proceedings. 


The Commission orders: 


(A) An investigation of Amerada Petroleum Corporation is hereby instituted 
under the provisions of the Natural Gas Act, particularly Sections 5 and 15 
thereof, for the purpose of enabling the Commission to determine whether, 
with respect to any transportation or sale of natural gas, subject to the juris- 
diction of the Commission, made or proposed to be made by Amerada, any 
of the rates, charges, or classifications demanded, observed, charged, or col- 
lected, or any rules, regulation, practices, or contracts affecting such rates, 


2 There have been other proceedings, but they concern suspensions of Louisiana tax 
reimbursement increases. The matters not of concern in these proceedings are: G- 
15561, G-15562, G-15651, G-—15652, G—15781, G—16182, G-17538 and G~—17539. 
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charges, or classifications are unjust, unreasonable, unduly discriminatory, or 
preferential. 

(B) Pursuant to the authority contained in and subject to the jurisdiction 
conferred upon the Federal Power Commission by the Natural Gas Act, in- 
cluding particularly Sections 4, 5, 14, 15 and 16 thereof, and the Commission’s 
Rules and Regulations (18 CFR, Chapter I), the outstanding suspension pro- 
ceedings and the rate investigation proceeding hereby instituted in Docket 
No. G—18634 are hereby consolidated for the purpose of hearing. 

(C) The public hearing heretofore scheduled to resume on October 12, 1959 
at 10:00 a.m. (EDST), in a Hearing Room of the Federal Power Commission, 
441 G Street, N.W., Washington, D.C., shall concern the matters involved and 
the issues presented in the consolidated proceedings. 

(D) When the said hearing is resumed on October 12, 1959, Amerada 
Petroleum Corporation shall go forward first and complete the presentation 
of evidence in its direct cases that may be necessary as the result of this order, 
otherwise the staff shall proceed with cross-examination as originally sched- 
uled. The presiding examiner shall thereafter proceed as may be found appro- 
priate under the Commission’s Rules of Practice and Procedure. 

(E) Interested State commissions may participate as provided by Sections 
1.8 and 1.37(f) of the Commission’s Rules of Practice and Procedure (18 CFR 
1.8 and 1.37(f)). 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and John B. Hussey. 


MIDSOUTH GAS COMPANY, DOCKET NO. G-17567; ST. CHARLES GAS 
CORP., DOCKET NO. G-—18405 


ORDER DENYING MOTION TO DISMISS 


(Issued June 2, 1959) 


On January 19, 1959 and on April 28, 1959, respectively, MidSouth Gas Com- 
pany (MidSouth) in Docket No. G—-17567 and St. Charles Gas Corp. (St. 
Charles) in Docket No. G—18405 filed applications pursuant to Section 7(a) of 
the Natural Gas Act seeking orders directing Mississippi River Fuel Corpora- 
tion (Mississippi) to increase its maximum daily deliveries of natural gas to 
each of said applicants. 

On May 25, 1959, Mississippi filed a motion in these proceedings requesting 
the Commission to dismiss the aforementioned applications. 

In support of its motion, Mississippi states that “[t]here is no statutory 
authority under Section 7(a) or any other provision of the Natural Gas Act 
for the filing of an Application or other pleading by a gas distributing com- 
pany for the purpose of obtaining an increase in the maximum daily quantity 
of natural gas which such gas distributing company is entitled to receive under 
the FPC Gas Tariff of a natural-gas company.” Mississippi further states that 
the provisions of Section 7(a) are limited to gas distributing companies, who 
are not presently receiving gas from the natural-gas company against which 
the application is directed, and that Mississippi’s FPC Gas Tariff provides the 
method by which the “Stated Demands” of the gas distributing company, 
already receiving natural gas from Mississippi, may increase its maximum 
daily demands. However, our review of the contentions and the Act shows 
that the clear language and intent of Section 7(a) gives the Commission 
jurisdiction to hear and determine the matters involved in these proceedings. 
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The Commission finds: 


It is necessary and proper in the public interest and in the enforcement of 
the provisions of the Natural Gas Act to deny Mississippi’s motion to dismiss 
filed May 25, 1959. 


The Commission orders: 


Mississippi’s motion to dismiss the above-entitled applications filed on May 
25, 1959 is hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and John B. Hussey. 


SUPERIOR WATER, LIGHT AND POWER COMPANY, DOCKET NO. E-6881 


ORDER AUTHORIZING THE ISSUANCE OF PROMISSORY NOTES 


(Issued June 3, 1959) 


Superior Water, Light and Power Company (Applicant), a corporation or- 
ganized under the laws of the State of Wisconsin, having its principal place of 
business in Superior, Wisconsin, filed an application on April 17, 1959, for 
authority, pursuant to Section 204 of the Federal Power Act, to issue unsecured, 
short-term Promissory Notes in a principal amount not in excess of $850,000 
outstanding at any one time. 

The proposed Notes, for not more than an aggregate of $650,000 principal 
amount payable to Mellon National Bank and Trust Company, Pittsburgh, 
Pennsylvania, and Notes for not more than an aggregate of $200,000 to banks 
in the Cities of Superior, Wisconsin, and Duluth, Minnesota, will be issued on 
various dates prior to June 1, 1961, in various amounts, and will have ma- 
turity dates not later than one year from dates of issuance. Said Notes will 
bear interest at the prime commercial bank rate in effect on the dates of 
issuance. The Notes will be dated as and when funds are required by the 
Applicant and may be prepaid at any time on ten days’ notice without penalty. 
The application indicates that none of the Notes proposed to be issued will 
be resold to the general public, and that no finder’s fee or other negotiation 
fee, commission, or remuneration will be paid in connection therewith to any 
third person. 

The Notes authorized in an aggregate amount not to exceed $850,000 will 
include the renewal of the Notes in the aggregate amount of $360,000 which 
have already been issued under Section 204(e). 

The proceeds from the Notes will be used principally for the construction 
of a propane-air gas plant, at an estimated cost of $273,000; the installation 
of 11,300 feet of 12.75 inch main, with vaults, valves, regulators and miscel- 
laneous equipment, at an estimated cost of $167,000; and the conversion of 
utilization equipment at 9,000 meter locations, at an estimated cost of $135,000. 
The total amount of these expenditures is estimated to be $575,000. 

Written notice of the application has been given to the Public Service Com- 
mission of Wisconsin and the Minnesota Railroad and Warehouse Commission, 
and to the Governor of each of those States. Notice has also been given by 
publication in the Federal Register on April 30, 1959 (24 F.R. 3382), stating 
that any person desiring to be heard or to make any protest with reference to 
the application should file a petition or protest on or before May 14, 1959, 
with the Federal Power Commission, Washington 25, D.C. No protest, petition 


or request to be heard in opposition to the granting of the application has 
been received. 
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The Commission finds: 


(1) Applicant is a corporation organized and existing under and by virtue 
of the laws of the State of Wisconsin. Applicant owns and operates facilities, 
among others, for the transmission and sale at wholesale for resale of electric 
energy which is transmitted between Wisconsin and Minnesota, and consumed 
at points outside the State in which it is generated, all of which facilities are 
in addition to, and do not include, facilities used for the generation of electric 
energy, facilities used in local distribution, or only for the transmission of 
electric energy in intrastate commerce, or facilities for the transmission of 
electric energy consumed wholly by the transmitter. Applicant is, therefore, 
a public utility within the meaning of that term as used in Section 201 of the 
Federal Power Act. 

(2) The proposed issuance of Promissory Notes in the aggregate principal 
amount not in excess of $850,000, all as described above, will constitute an 
issuance of securities within the purview of Section 204 of the Act. 

(3) The proposed issuance of Promissory Notes in the aggregate principal 
amount not in excess of $850,000, all as described above, will be in excess 
of 5% of the par value of the other securities of Applicant, and, therefore, 
will not be exempt by virtue of Section 204(e) from the requirements of 
Section 204(a) of the Act. 

(4) Applicant is not organized and operating in a State, under the laws of 
which the security issue here involved is regulated by a State commission 
within the meaning of Section 204(f) of the Act; and the proposed issuance 
of Promissory Notes, described above, is, therefore, not exempt by virtue of 
that Section from the requirements of Section 204 of the Act. 

(5) The proposed issuance of Promissory Notes will be exempt from the 
competitive bidding requirements of Section 34.1la of the Commission’s Regu- 
lations under the Federal Power Act by reason of Paragraph 34.la(a) (2) 
thereof. 

(6) The proposed issuance of securities, as hereinafter authorized, will be 
for a lawful object, within the corporate purposes of Applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance of service by Applicant as a public utility, and which 
will not impair its ability to perform that service, and is reasonably appro- 
priate for such purposes. 

(7) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance of Promissory Notes in the aggregate principal 
amount not in excess of $850,000 outstanding at any one time, whether an 
original issue or a renewal Note, upon the terms and conditions and for the 
purposes set forth in the application, all as described above, is hereby author- 
ized, subject to the provisions of this order. 

(B) This authorization is expressly conditioned upon the final maturity of 
all Notes to be issued pursuant thereto, being not later than June 1, 1962. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost or any other matter 
whatsoever now pending or which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to 
which this order relates. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and William R. Connole. 


PANHANDLE EASTERN PIPE LINE COMPANY, ET AL., DOCKET NO. 
G-17232, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued June 4, 1959) * 














In Docket No. G—17232, Panhandle on December 12, 1958, filed an applica- 
tion for a certificate of public convenience and necessity authorizing the opera- 
tion of certain existing facilities in Pratt County, Kansas, in order to purchase 
and receive natural gas from Bewley and Knight. Panhandle’s facilities, 
consisting of a tap located on its 26-inch transmission pipeline, together with 
2,697 feet of 4-inch lateral supply pipeline extending northerly from said tap 
to a meter station were originally installed at a cost of $12,775 in order to 
purchase and receive natural gas produced by National Cooperative Refining 
Corporation (National) under a sale authorized by the Commission in Docket 
No. G-11482. The source of the gas sold by National to Panhandle has become "] 
depleted and the well has been plugged and abandoned. ’ 

Temporary authorization was issued on March 3, 1959, to Bewley and Knight 
in Docket No. G—16395, and to Panhandle in Docket No. G—17232. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
May 27, 1959, respecting the matters involved in and the issues presented by 
the applications. No petition to intervene or protest to the granting of the 
applications has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to Section 1.30(c)(1) of the Commission’s Rules 
of Practice and Procedure. 























The Commission finds: 
e * 7 = * - 

(2) Panhandle Eastern Pipe Line Company, a Delaware corporation having 
its principal place of business at Kansas City, Missouri, is a “natural gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of October 17, 1945, in Docket No. G-254 (4 FPC 
1081). 

(3) Both the sale of natural gas hereinbefore described in Docket No. 
G-—16395 which will be made in interstate commerce, together with the con- 
struction and operation of the facilities described in that application and the 
facilities hereinbefore described in Docket No. G-17232 which are proposed to 
be used in the transportation and sale of natural gas in interstate commerce 
as an integral part of Panhandle’s existing pipeline system and the operation 
thereof, are subject to the requirements of subsections (c) and (e) of Section 
7 of the Natural Gas Act. 

(4) The sale of natural gas described in Docket No. G—16395 together with 
the construction and operation of the facilities therein described and the opera- 
tion of the facilities hereinbefore described in Docket No. G—17232 are required 
by the public convenience and necessity and a certificate therefor should be 
issued as hereinafter ordered and conditioned in each of the above dockets. 

























* Omitted portions of this order relate to the issuance of an independent producer 
certificate. 
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(5) Bewley and. Knight in Docket No. G-—16395, and Panhandle in Docket 
No. G—17232 are able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules and regulations of the Commission thereunder. 

= * a * cs * + 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraph (e) of Section 157.20 of the Commission’s 
regulations under the Natural Gas Act should attach to the certificate issued 
in Docket No. G—17232, and the exercise of the rights granted thereunder. 

(8) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure under Section 1.30(c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30(c)(1) of said Rules. 


The Commission orders: 
* 





* * 





~ ~ ” 

(B) A certificate of public convenience and necessity is hereby issued in 
Docket No. G—17232 to Panhandle to operate natural gas facilities as herein- 
before described, all as more fully described in the application in Docket No. 
G-17232. 

(C) The general terms and conditions set forth in paragraph (e) of Section 
157.20 of the Commission’s regulations under the Natural Gas Act shall attach 
to the certificate issued in Docket No. G—17232 and to the exercise of the 
rights granted thereunder. 

* * 


» 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and William R. Connole. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, DOCKET NO. 
G-11871 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued June 4, 1959) 


On January 31, 1957 Transcontinental Gas Pipe Line Corporation (Transco) 
filed in Docket No. G—11871 an application for a certificate of public con- 
venience and necessity, pursuant to Section 7 of the Natural Gas Act, author- 
izing the construction and operation of a 4-inch tap on its 4-inch Orcones 
Field Lateral in Duval County, Texas. The proposed tap is to be operated 
as a delivery point for natural gas from Sun Oil Company into Transco’s 
pipeline system for transportation in accordance with an agreement (Transcon- 
tinental’s Rate Schedule X-11 on file with the Commission). The estimated 
cost of the proposed facility is $950.00, which cost will be financed from funds 
on hand. 

On February 25, 1957, Transco was granted temporary authorization to 
construct and operate the above facility. 

Pursuant to due notice, a hearing was held in Washington, D.C., on May 27, 
1959 respecting the matters involved in and the issues presented by the 
application. No petitions to intervene or protests in opposition to granting 
the application have been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 
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a decision, pursuant to Section 1.30(c)(1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Transcontinental Gas Pipe Line Company, a Delaware corporation, 
having its principal place of business at Houston, Texas, is a “natural-gas” 
company within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of April 28, 1950 In the Matter of Transcon- 
tinental Gas Pipe Line Corporation, Docket No. G—1277, 9 FPC 32. 

(2) The facility hereinbefore described, as more fully described in Transco’s 
application herein, is proposed to be used in the transmission and sale of 
natural gas in interstate commerce for resale, subject to the jurisdiction of 
the Commission, as an integral part of Transco’s existing pipeline system and 
the construction and operation thereof by Transco are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Transco is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facility by Transco are 
required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c)(3), (c)(4) and (e) of Section 
157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 157.20) 
should attach to the certificate herinafter issued to Transco, and to the exercise 
of the rights granted thereunder and that the time within which construction 
of the facilities authorized by this order shall be completed and in actual 
operation should be fixed at 6 months from the date on which this order issues. 

(6) A request during the public hearing by Staff Counsel for omission of 
the intermediate decision procedure, Section 1.30(c) of the Commission’s Rules 
of Practice and Procedure, was unopposed by any party of record and, not 
having been denied by the Commission, is granted, pursuant to Section 1.30(c) 
(1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Transco to construct and operate the facility here- 
inbefore described, all as more fully described in its application in this pro- 
ceeding and the exhibits appended thereto, for the transportation and sale of 
natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s Rules of Practice and 
Procedure shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facility hereby authorized to Transco shall 
be constructed and placed in actual operation, as provided by paragraph (b) 
of Section 157.20 of the Commission’s Rules of Practice and Procedure, is hereby 
fixed at 6 months from the date on which this order issues. 


556-794—63——54 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and William R. Connole. 


TRUNKLINE GAS COMPANY, DOCKET NO. G-—17504 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued June 4, 1959) 


On January 12, 1959, Trunkline Gas Company (Applicant) filed in Docket 
No. G-17504 an application, pursuant to Section 7(c) of the Natural Gas Act, 
for a certificate of public convenience and necessity authorizing the construction 
and operation of field facilities to enable Applicant to take into its certificated 
main pipeline system natural gas which will be purchased from producers in 
the general area of its existing transmission system from time to time during 
the calendar year 1959. 

The purpose of this budget-type application is to augment Applicant’s 
ability to act with reasonable dispatch in contracting for and connecting to 
its pipeline system new supplies of natural gas in various producing areas 
generally coextensive with its system. 

The estimated total cost of the facilities to be constructed during the calen- 
dar year 1959 is not to exceed $1,000,000, with the total cost of any single 
project not to exceed $250,000. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
May 26, 1959, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Trunkline Gas Company, a Delaware corporation having its 
principal place of business in Houston, Texas, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order issued May 4, 1950, in Docket No. G—882 (9 FPC 721). 

(2) The facilities hereinbefore described, as more fully described in the 
application in this proceeding, are proposed to be used in the transportation 
of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, and the construction and operation thereof by Applicant are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(8) Applicant is able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities to take natural gas 
from producers thereof during the calendar year 1959 as proposed by Appli- 
cant are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit on or before March 1, 1960, a 
statement under oath showing: (a) names of fields connected, (b) estimates 
of gas supplies attached, (c) description of the project or projects constructed 
pursuant to the authorization granted hereinafter, (d) the location of said 
project or projects, and (e) the costs of the facilities so constructed. 

(6) The authorization granted hereinafter should be limited to expenditures 
for construction during the calendar year 1959, and the total expenditures for 
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facilities authorized to be constructed hereunder should be limited to $1,000,000, 
with no single project at any given location to exceed a cost of $250,000. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act (18 CFR 157.20) should 
attach to the certificate hereinafter issued to Applicant and to the exercise 
of the rights granted thereunder. 

(8) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure herein was unopposed by any party of 
record, and not having been denied by the Commission is granted pursuant 
to Section 1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Trunkline Gas Company to construct and operate 
the proposed facilities to take natural gas, all as more fully described in the 
application in this proceeding, upon the terms and conditions of this order. 

(B) Applicant shall submit on or before March 1, 1960, a statement under 
oath showing: (a) names of fields connected, (b) estimates of gas supplies 
attached, (c) description of the project or projects constructed pursuant to 
the authorization granted in paragraph (A) above, (d) the location of said 
project or projects, and (e) the costs of the facilities so constructed. 

(C) The authorization granted in paragraph (A) above shall be limited 
to expenditures for construction during the calendar year 1959, and the total 
expenditure of facilities to be constructed shall be limited to $1,000,000, with 
no single project at any given location to exceed a cost of $250,000. 

(D) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate granted in paragraph (A) above and to the 
exercise of the rights granted thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and John B. Hussey. 


CAROLINA POWER & LIGHT COMPANY, PROJECT NO. 432 


ORDER DETERMINING NET CHANGE IN ACTUAL LEGITIMATE ORIGINAL PROJECT COST 
AND PRESCRIBING ACCOUNTING THEREFOR 


(Issued June 5, 1959) 


Carolina Power & Light Company, Licensee for Project No. 432 (Walters), 
from time to time filed statements, pursuant to Section 4.1 of the Commission’s 
Regulations under the Federal Power Act, claiming a net decrease of $29,785.81 
in the project plant accounts, consisting of gross additions of $89,289.60 and 
gross retirements of $119,075.41, and resulting in a reduction of the actual 
legitimate original cost of the project from the amount of $13,238,413.79 as of 
December 31, 1948, as previously determined by the Commission’s order issued 
May 2, 1950 (9 F.P.C. 707), to the claimed amount of $13,208,627.987 as of 
December 31, 1956, as more specifically shown in the attached schedule. 


2The project is located on the Big Pigeon River, in Laywood County, North Carolina, 
and may be described as Licensee’s Walters development. The license (issued pursuant 
to Section 4(d) of the Federal Water Power Act), authorizing the construction, mainte- 
nance and operation of the project is by its terms effective for a period of 50 years 
commencing November 23, 1926. 

2 Article 22 of the license provides for the filing of statements by Licensee for the 
purpose of Commission determination of the actual legitimate original cost of the project, 
whether incurred prior to date of issuance of license or on or after such date. 
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The Commission’s staff conducted a field examination of the books and 
records of Licensee and other data for the purpose of ascertaining the cor- 
rectness of the claimed and recorded project cost changes and resulting project 
cost as of December 31, 1956. Following that study, an agreement, subject to 
Commission approval, was reached between the staff and representatives of the 
Licensee with respect to (1) a proposed adjustment involving the reclassi- 
fication of the amount of $8,925.39 (customers’ meters), between project plant 
accounts for the period from January 1, 1949, through December 31, 1956; and 
(2) the accounting therefor as shown by the following journal entry: 


Account 343 Station Equipment $8,925.39 
Account 360 Meters $8,925.39 


<*The proposed adjustment would not affect the total claimed and recorded 
project cost changes. 

After giving effect to the above adjustment, the Commission’s staff recom- 
mends and Licensee by letter dated August 18, 1958, concurs that the Com- 
mission determine: (1) The net decrease or change in the actual legitimate 
original cost of the Walters development during the period from January 1, 
1949, through December 31, 1956, to be $29,785.81, comprised of gross additions 
of $89,289.60 and gross retirements of $119,075.41; and (2) the resulting actual 
legitimate original cost of the Walters development as of December 31, 1956, 
to be $13,208,627.98, classified by primary plant accounts of the Commission’s 
Uniform System of Accounts Prescribed for Public Utilities and Licensees as 
shown in the attached schedule. 

Licensee, during the period under review, also segregated and recorded in 
memorandum records or on its books a depreciation reserve for the project. 
To date staff review of that reserve as recorded by Licensee has not been 
completed and the staff therefore recommends that this matter be deferred for 
future Commission consideration and determination. 

The North Carolina Utilities Commission was advised by letter of this Com- 
mission dated December 22, 1958, of the proposed adjustment including the 
accounting therefor and the resulting project costs all as recommended by this 
Commission’s staff and tentatively agreed to by Licensee as set forth above. 
By letter dated December 31, 1958, that Commission indicated no objection to 
the foregoing. 


The Commission finds: 


(1) Licensee by its tentative agreement to the proposed adjustment includ- 
ing the accounting therefor and the resulting project costs, and the North 
Carolina Utilities Commission by its letter dated December 31, 1958, have 
obviated the necessity for notice and opportunity to protest provided by Sec- 
tions 4.4 and 4.5 of the Commission’s Regulations under the Federal Power Act. 

(2) The foregoing adjustment, including the accounting therefor, is reason- 
able and appropriate for the purposes of the Federal Power Act, and, therefore, 
should be approved and directed as hereinafter provided. 

(3) The net decrease or change in the actual legitimate original cost of 
the Walters development from January 1, 1949, through December 31, 1956, 
is $29,785.81, comprised of gross additions of $89,289.60 and gross retirements 
of $119,075.41; and the resulting actual legitimate original cost of the project 
as of December 31, 1956, is $13,208,627.98, classified by primary plant accounts 
as shown in the attached schedule. 

(4) It is necessary and appropriate for the purposes of the Federal Power 
Act that the matter of the amount of accrued depreciation applicable to the 
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project properties be deferred for future Commission consideration and deter- 
mination as hereinafter provided. 


The Commission orders: 


(A) The provisions of Sections 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act are hereby waived for the purposes of this order. 

(B) The foregoing adjustment, including the accounting therefor, as pro- 
posed by the staff and agreed to by the Licensee is hereby approved and 
directed to be made by the Licensee. 

(C) Licensee to the extent that it has not already done so, shall establish 
and maintain control and detailed plant accounts for Project No. 432 showing 
the credit amount of $29,785.81 as the net decrease or change in the project 
cost for the period from January 1, 1949, through December 31, 1956; and the 
total debit balance of $13,208,627.98 as of December 31, 1956, all as more 
specifically shown in the attached schedule classified by primary plant accounts 
of the Commission’s Uniform System of Accounts Prescribed for Public Utilities 
and Licensees. 

(D) Licensee shall within 60 days from the issuance of this order file cer- 
tified copies of its adjusting journal entry showing compliance with this order. 

(E) Nothing contained herein shall be construed as passing upon or approv- 
ing the amount of accrued depreciation applicable to the project. This matter 
is hereby expressly reserved for future Commission consideration and de- 
termination. 


CAROLINA POWER & LIGHT COMPANY 
Prosect No. 432 (Watters) 
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Project cost—changes from Jan. 1, | 
| | 1949-Dec. 31, 1956 | 
Allowed cost | ce siesta a tae 
Account number and title } as of as of 
| Dec. 31, 1948*| As claimed | Reclassifi- |As adjusted| Dec. 31, 1956 
| cation | 
| | 
(1) | @ et s@g (5) 
—_— |- _ — —— ————| amen 
HYDRAULIC PRODUCTION PLANT | } 
320 Land and land rights...........- $556, 976. 63 | -.... I-- non . $556, 976. 63 
321 Structures and improvements....| 776,831.19 | $21, 294.33 |__.. .-| $21, 294. 33 798, 125. 52 
322 Reservoirs, dams, and waterways.| 9, 532,680.16 | 4,201.53 |......... | 421.8 9, 536, 971. 69 
323 Water wheels, turbines, and gen- | i 
erators_... Sie .---.} 1, 181, 892. 25 1, 484. 56 |..... | 1,484. 56 1, 183, 376. 81 
324 Accessory electric equipment.....| 257,584.11 | (21, 403. 22)}...- | (21, 403. 22) 236, 180. 89 
325 Miscellaneous power plant equip- | | 
ae i a ceed 37, 333. 06 5, 116. 04 a --| 5,116.04 42, 449.10 
326 Roads, railroads, and bridges ----| 5, ae | ..<.-<.2.- nee ie os 8, 258. 48 
Total hydraulic production | 
Se cctshidec Sean’ }12, 351, 555.88 | 10,783.24 |...._- ---| 10,783. 24 | 12, 362, 339. 12 
TRANSMISSION PLANT 
342 Structures and improvements....| 163,395.38 |...--. siciinaeelietleadalinesce caged 163, 395. 38 
343 Station equipment--.-.........-..-- 696, 392. 28 | (60, 487.90)} $8,925.39 | (51, 562. 51) 644, 829.77 
Total transmission plant......| 859, 787. 66 | (60, 487. 90) 8, 925.39 | (51, 562. 51) 808, 225. 15 
DISTRIBUTION PLANT | 
Wee Mae ie ek, lL eromestennn Cone) Cee 
- | 
Total distribution plant.....-. Heaton, PE ..| 8,925.39 Pl ia Keinceteiienen Rite dienigaclidadins 
GENERAL PLANT 
378 Communication equipment - -.-... 27,070.25 | 10,993.46 |........-- -| 10,998. 46 38, 063. 71 
Total general plant_..........- 27,070.25 | 10,993. 46 |--------- | 10,993. 46 38, 063. 71 
Total cost of project.......-.-- 13, 238, 413.79 | (29, 785.81)|-......-.-. | (29, 785. 81)| 13, 208, 627. 98 





*Carolina Power & Light Co., 9 FPC 707. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and William R. Connole. 


COLUMBIA GULF TRANSMISSION COMPANY, DOCKET NO. G-18121 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued June 5, 1959) 


On March 20, 1959, Columbia Gulf Transmission Company (Applicant) filed 
in Docket No. G-18121 an application, pursuant to Section 7(c) of the Natural 
Gas Act, for a certificate of public convenience and necessity authorizing the 
construction and operation of an additional 4,000 horsepower compressor 
engine unit at Applicant’s existing Compressor Station No. 4 near Hampshire, 
Tennessee, all as more fully set forth in the application and exhibits. 

The subject proposal is for the purpose of testing the economics and 
feasibility of using remote-controlled, unattended, 2-cycle gas engines driving 
centrifugal compressors in future installations on Applicant’s system. 

The estimated total cost of the proposed experimental installation is $1,659,- 
600. Construction is to be executed by Clark Bros. Company of Olean, New 
York, which firm will bear the costs of engineering, fabrication and installa- 
tion estimated at $1,559,600, while Applicant will pay the remaining cost 
of installing control, supervisory and communication equipment, estimated 
at $100,000. Applicant has the option (but not the obligation) to purchase 
these facilities from Clark Bros. Company before the end of the test period, 
January 1, 1961, at a price to be set by Clark Bros. Company. 

Temporary authority to construct and operate the facilities proposed in 
this application was granted to Applicant on May 14, 1959. 

Pursuant to due notice, a public hearing was held in Washington, D.C., 
on May 27, 1959, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the 
hearing that the intermediate decision procedure be omitted and that the 
Commission render a decision herein pursuant to Section 1.30(c)(1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Columbia Gulf Transmission Company, a Delaware cor- 
poration having its principal place of business in Houston, Texas, is a 
“natural-gas company” within the meaning of the Natural Gas Act, as here- 
tofore found, by the Commission in its order issued November 5, 1958, in 
Docket No. G—15524, et al. 

(2) The facilities hereinbefore described, as more fully described in the 
application and exhibits in this proceeding, are proposed to be used in 
the transportation of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, and the operation thereof by Applicant for 
a test period ending January 1, 1961, is subject to the requirements of 
subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas 
Act and the requirements, rules and regulations of the Commission thereunder. 

(4) The operation of the facilities for a test period ending January 1, 
1961, proposed herein by Applicant is required by the public convenience and 


necessity and a certificate therefor should be issued as hereinafter ordered 
and conditioned. 
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(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (c) (3), (c)(4) and (e) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) 
should attach to the certificate hereinafter issued to Applicant and to the 
exercise of the rights granted thereunder. 

(6) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure herein was unopposed by any party of 
record, and not having been denied by the Commission is granted pursuant 
to Section 1.30(c)(1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Columbia Gulf Transmission Company to operate 
the facilities hereinbefore described, all as more fully described in the appli- 
eation in this proceeding and the exhibits appended thereto, for the trans- 
portation of natural gas as therein set forth, subject to the jurisdiction of 
the Commission, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (c)(3), 
(c) (4) and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) above and to the exercise of the rights granted thereunder. 

(C) The certificate authorization granted in paragraph (A) above shall 
be limited to the test period ending January 1, 1961, and if Applicant exercises 
its option to purchase the subject facilities from Clark Bros. Company, 
Applicant shall file, not less than 60 days before the end of said test period, 
an application for authority to acquire and operate said facilities on a 
permanent basis. 









Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and John B. Hussey. 


IOWA POWER AND LIGHT COMPANY, DOCKET NO. E-6841 


SUPPLEMENTAL ORDER AMENDING ORDER AUTHORIZING THE ISSUANCE OF PROMISSORY 
NOTES 


(Issued June 5, 1959) 


By order issued October 9, 1958, in the above-entitled matter, the Commission, 
pursuant to Section 204 of the Federal Power Act, authorized Iowa Power 
and Light Company (Applicant) to issue not to exceed $10,000,000, aggregate 
principal amount of Promissory Notes, outstanding at any one time,’ upon 
the terms and conditions set forth in that order, which include, among others, 
the requirement in Paragraph (B) of the order that the final maturity dates 
of all Notes to be issued pursuant thereto be not later than June 30, 1959. 

On April 13, 1959, Applicant filed an amendment to its application in the 
above-entitled proceeding, requesting that the date on which all Notes issued 
pursuant to the aforementioned order must reach final maturity be extended 
for an additional nine months. 

Applicant states that a continuance of its current authorization to conclude 
short-term borrowings in the above-stated maximum principal amount for 
a period of nine months subsequent to June 30, 1959, will insure flexibility 
in choosing the appropriate time for undertaking the issuance of permanent 
securities. 


1 Applicant’s latest report on issuances of securities indicates that it has Notes in the 
aggregate principal amount of $5,130,000 presently outstanding. 
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By its amendment, Applicant seeks no other change in the authorization 
issued in this matter. 

As indicated in the previously mentioned order of the Commission, issued 
October 9, 1958, notice of this proceeding has been given to the Iowa State 
Commerce Commission and to the Governor of that State, and by publication 
in the Federal Register (23 F.R. 7185). No protest or petition or request to 
be heard in opposition to the granting of the application has been received. 


The Commission finds: 


Good cause has been shown and it is necessary and appropriate for the 
purposes of the Federal Power Act that Paragraphs (A) and (B) of the 
Commission’s order issued October 9, 1958, be modified as hereinafter 
provided. 


The Commission orders: 


(A) Paragraphs (A) and (B) of the Commission’s order issued October 9, 
1958, in the above docket are hereby amended to read as follows: 

(A) The proposed issuance of Promissory Notes by Applicant, in an aggregate 
principal amount of not to exceed $10,000,000 at any one time outstanding, upon 
the terms and conditions, and for the purposes set forth in its application as 
originally filed September 5, 1958, and as amended April 13, 1959, is hereby 
authorized, subject to the provisions of this order. 

(B) This authorization is expressly conditioned upon the final maturity of 
all Notes to be issued pursuant hereto, being not later than March 31, 1960. 

(B) All other terms and conditions, as set forth in Paragraphs (C) and 
(D) of the aforesaid Commission order issued October 9, 1958, will remain 
in full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and William R. Connole. 


LOUISIANA NEVADA TRANSIT COMPANY, DOCKET NO. G-18194 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued June 5, 1959) 


On March 30, 1959, Louisiana Nevada Transit Company (Applicant) filed 
in Docket No. G—18194 an application, pursuant to Section 7 (c) of the 
Natural Gas Act, for a certificate of public convenience and necessity author- 
izing the redelivery to Arkansas Louisiana Gas Company (Arkansas Louisiana) 
of approximately 9,650 Mcf of natural gas which Arkansas Louisiana delivered 
to Applicant during the period March 16-28, 1959, all as more fully set forth 
in the application. 

It appears that the aforesaid delivery of gas by Arkansas Louisiana was 
made during an emergency and that immediate redelivery is necessary. The 
delivery was made, and redelivery is proposed, through a temporary connec- 
tion installed by Applicant at a cost of about $1,000 on Applicant’s 8-inch 
main pipeline in Webster Parish, Louisiana, near Lewisville. 

No monetary payment for the gas is involved, and there is no issue of gas 
supply or capacity. 

Temporary authority to return natural gas to Arkansas Louisiana as 
applied for in this docket was granted to Applicant on April 14, 1959. 

Pursuant to due notice, a public hearing was held in Washington, D.C, 
on May 27, 1959, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
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of the application has been received. Staff counsel moved orally at the 
hearing that the intermediate decision procedure be omitted and that the 
Commission render a decision herein pursuant to Section 1.30(c)(1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Louisiana Nevada Transit Company, a Nevada corporation 
having its principal place of business in Ada, Oklahoma, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of October 20, 1942, in Docket No. G—246 (3 
FPC 837). 

(2) The redelivery of natural gas to Arkansas Louisiana Gas Company 
hereinbefore described, as more fully described in the application herein, is 
to be made in interstate commerce, subject to the jurisdiction of the Com- 
mission, and such redelivery by Applicant is subject to the requirements of 
subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas 
Act and the requirements, rules and regulations of the Commission thereunder. 

(4) The redelivery of natural gas by Applicant to Arkansas Louisiana is 
required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that paragraph (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should apply to the certificate hereinafter issued to Applicant and 
to the exercise of the rights granted thereunder. 

(6) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure herein was unopposed by any party of 
record, and not having been denied by the Commission is granted pursuant 
to Section 1.30(c)(1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same 
is hereby issued, upon the terms and conditions of this order, authorizing 
Louisiana Nevada Transit Company to redeliver natural gas to Arkansas 
Louisiana Gas Company as hereinbefore described and as more fully 
described in the application herein. 

(B) The general terms and conditions set forth in paragraph (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall apply to the certificate issued in paragraph (A) above and to the exercise 
of the rights granted thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and John B. Hussey. 


PACIFIC GAS AND ELECTRIC COMPANY, PROJECT NO. 1988 


ORDER FURTHER AMENDING LICENSE (MAJOR) 


(Issued June 5, 1959) 

Application was filed August 18, 1958, by Pacific Gas and Electric Company, 
licensee for major Project No. 1988, located on Kings River, North Fork of 
Kings River, and Helms Creek in Fresno County, California, and affecting 
navigable waters of the United States and lands of the United States 
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within the Sierra and Sequoia National Forests, for amendment of the license 
for the project as hereinafter specified. 

The application seeks amendment of the license to authorize the enlarge- 
ment during initial construction of Courtright (formerly Helms) dam and 
reservoir so as to increase the storage capacity of the reservoir by 20,800 
acre-feet to a total of 123,300 acre-feet; to increase the project area therefor 
by 325 acres to a total of 2015.6 acres—all lands of the United States within 
the Sierra National Forest; to make some minor changes in the spillway and 
outlet works; to make minor revisions in the topography at the reservoir 
site; and to revise appropriately elevation datum with respect to the dam. 

Applicant states that the proposed changes are necessary and desirable to 
permit storage of an additional 20,800 acre-feet of water runoff from Helms 
Creek, the annual power value benefits of which, in the form of additional 
energy generated at Haas and Kings River power plants of this project and 
at Balch power plant of Project No. 175, will exceed the annual costs of 
the proposed enlargement. 

By letter dated June 18, 1958, the Applicant was advised that the Com- 
mission would interpose no objection to its raising the design crest of Court- 
right dam and increasing the authorized capacity at its own risk, prior to 
amendment of the license, subject to its obtaining clearance from the Forest 
Service. 

The effect of the amendment, among others, will be to increase the area 
of lands of the United States occupied by the project from 2601.9 acres to 
2926.9 acres and to increase the annual charge for recompensing the United 
States for the use, occupancy, and enjoyment of its lands, exclusive of 
those used for transmission-line right-of-way, from $5,203.80 to $5,853.80. 

The Secretary of the Army and the Chief of Engineers have approved 
the plans of the structures insofar as the interests of navigation are concerned. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who 
has supervision over the Sierra National Forest, has informed the Commission 
that the Applicant obtained on June 20, 1958, from the Service the clearance 
required by the Commission’s pre-amendment authorization of June 18, 1958; 
that the proposed changes would not interfere or be inconsistent with the 
purpose for which the Sierra National Forest was created or acquired; and 
that no special conditions other than those already in the license are deemed 
necessary. 

The Secretary of the Interior has informed the Commission that it has 
no objection to the proposed amendment provided present license stipulations 
remain unchanged. 

The State of California Department of Fish and Game informed the Com- 
mission that it has no comment or recommendation on the application provided 
that its position in relation to stream flow maintenance below any future 
diversions on other streams to supply additional water to Courtright Reservoir 
is in no way jeopardized by amendment of the license as proposed. The pro- 
posed amendment will in no way disturb the agency’s present right to recom- 
mend to the Commission such releases for maintenance of fish life. 

Applicant states that it is negotiating with Kings River Water Association 
and with Kings River Water District for amendment of its agreements per- 
taining to use of Kings River water for power purposes in order to provide 
for the proposed incresse in storsve and? with the "nited States Corps of 
Engineers for amendment of its agreement pertaining to storage of water 
in Pine Flat Reservoir in order to provide for the use of additional storage 
space in said reservoir. 
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The Commission finds: 





nse 
(1) The license, further amended as hereinafter provided, will not interfere 
Ze- or be inconsistent with the purposes for which the Sierra National Forest 
nd was created or acquired and will not alter any of the basic facts upon which 
800 the license was issued. 
for (2) Public notice has been given as required by the Federal Power Act. 
hin (3) The charge specified in Paragraph (ii) of Article 37 of the license, as 
nd amended, should be adjusted to provide for recompensing the United States 
‘oir for the use, occupancy, and enjoyment of the additional above-described lands 
um. and such adjusted charge is reasonable as hereinafter fixed and specified. 
to (4) The following exhibits filed as part of the application conform to 
ms the Commission’s rules and regulations and should be approved as part of 
nal the license for the project: 
ind = 
of Exhibit FPC No. Title 
K-1B.... id ts ts eat hinita tee 1988-52 Courtright Reservoir. 
m- K-2B.... | -53 | Courtright Reservoir. 
irt- L- ss -54 | Plan and sections of Courtright Dam. 
to 
est and superseded Exhibits K-1A (FPC No. 1988-31), K-2A, Revised July 1, 
1957 (FPC No. 1988-51), and Exhibit L-1A (FPC No. 1988-45), now part 
rea of the license for the project, should be eliminated from the license. 
to The Commission orders: 
a (A) The above-described exhibits filed as part of the application are 
approved as part of the license for the project. 
ot (B) The above-specified superseded exhibits are eliminated from the license 
a for the project. 
nn (C) The license for Project No. 1988—which was issued April 28, 1955, 
4 effective as of April 1, 1955, to Pacific Gas and Electric Company—is hereby 
um further amended, effective as of July 1, 1958, to provide for the changes 
53: described in the second paragraph of this order; to increase the annual 
he charges to reflect the increase in area of lands of the United States occupied 
- by the project; to incorporate therein certain exhibits showing said changes; 
ed and to eliminate therefrom certain superseded exhibits; said amendment 
being: 
PARAGRAPH I. Paragraph (a) of the license is amended by— 
a Including therein Exhibits K-1B and K-2B (FPC Nos. 1988-52, and -53) and 
excluding therefrom superseded Exhibits K-1A and K-2A, Revised July 1, 1957 
= i (FPC Nos. 1988-31 and-51), now part ofthe license. 
{ PARAGRAPH II. Paragraph (b) of the license is amended by— 
ied \ (i) Changing the description of Courtright dam as shown in Paragraph 
= i (1) (a) thereof to read as follows: 
oir (1) Haas Development: 
aaa | Two dams of rock-fill with concrete faces: (a) Courtright (formerly 
5 Helms) Dam on Helms Creek, approximately 295 feet high above 
- stream bed, creating a reservoir with capacity of 123,300 acre-feet. 
~ | (ii) Including therein Exhibit L-1B (FPC No. 1988-54) and excluding there- 
de i from superseded Exhibit L-1A (FPC No. 198-45), now part of the license. 
a PARAGRAPH III. Article 37 of the license is amended by substituting 
os : “$5,853.80” for “$5,203.80” in Paragraph (ii) thereof. 
on (D) This amendment in the manner set out above shall not operate to 


alter or amend the license in any other respect, and shall not in any way 
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constitute a waiver of any other part, provision or condition of the license 
as heretofore amended. 

(E) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313(a) 
of the Federal Power Act and failure to file such an application shall constitute 
acceptance of this amendment of license. In acknowledgment of the acceptance 
of this amendment of license, it shall be signed for the licensee and returned 
to the Commission within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and John B. Hussey. 


SENECA GAS COMPANY OF WEST VIRGINIA, DOCKET NO. G-18086 


























DECLARATION OF EXEMPTION 


(Issued June 5, 1959) 


Seneca Gas Company of West Virginia (Applicant), a West Virginia cor- 
poration, filed an application on March 19, 1959, for exemption from the 
provisions of the Natural Gas Act, pursuant to Section 1(c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is legally authorized to engage in the transportation and 
sale of natural gas in the State of West Virginia; 

(2) Applicant will purchase interstate natural gas from Atlantic Seaboard 
Corporation within the State of West Virginia; 

(3) All natural gas received by Applicant will be ultimately consumed 
within the State of West Virginia and all of Applicant’s facilities will be 
located within said State; and 

(4) The Public Service Commission of West Virginia has issued to Applicant 
a certificate of public convenience and necessity asserting regulatory juris- 
diction over Applicant’s rates, service, and facilities. 

WHEREFORE, the Commission declares, by reason of the foregoing: 

Seneca Gas Company of West Virginia is exempt from the provisions of 
the Natural Gas Act and the orders, rules and regulations of this Commission 
issued thereunder. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and John B. Hussey. 


THE WESTERN COLORADO POWER COMPANY, PROJECT NO. 733 














ORDER ISSUING ANNUAL LICENSE (MINOR PART) 


(Issued June 5, 1959) 


Application was filed February 2, 1959, by The Western Colorado Power 
Company, licensee for constructed minor part Project No. 733, for an annual 
license under the Federal Power Act for the minor part project under the 
terms and conditions of the original license, as amended. 

The project located on the Uncompahgre River in Ouray County, Colorado, 
and affecting lands of the United States within the Grand Mesa-Uncompahgre 
National Forest, has been operated and maintained under the authority of 
a 25-year minor part license issued to the Applicant herein effective as of 
April 13, 1931, as amended July 20, 1948, which expired April 12, 1956, and 
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of subsequent annual licenses, effective as of April 13, 1956, April 13, 1957, 
and April 13, 1958. 

The project, known as the Ouray power plant, consists of a rubble masonry 
diversion dam 71.5 feet high and 70 feet long, a settling tank, steel and 
woodstave pipelines aggregrating about 6,120 feet in length, a signal line 
extending about 6,035 feet from dam to powerhouse with installed hydraulic 
capacity of 1,000 horsepower. The energy generated by the project is used 
for public-utility purposes. 

In support of its application for an annual license, the Applicant advises 
that: 

(1) The wood-stave section of pipeline has deteriorated to such an 
extent that replacement will be required if the project is to be operated for 
any extended period of time. 

(2) The intake dam will require considerable rehabilitation work. The 
exact amount and nature of the work required to rehabilitate the dam for 
long term operations cannot be accurately appraised without considerable 
field investigations. 

(3) The present generating unit is antiquated and to make it semi-automatic 
would be impractical. 

(4) Construction now under way by Colorado Ute Electric Association of 
a steam-electric generating plant to supply the requirements of four R.E.A. 
member distribution Cooperatives served by the applicant now, will have a 
material bearing on the necessity for rehabilitating the project works. 
Operation of such plant will affect the power supply situation of the applicant 
in these two ways: 

(a) Capacity now supplied by the applicant to the four R.E.A.’s will be 
released ; 

(b) Surplus capacity from the plant will be available to the applicant. 

(5) The applicant contemplates that it will seek the Commission’s approval 
to surrender the license for Project No. 733 after the Colorado Ute Association 
steam-electric generating plant is in operation. The best information now 
available indicates that the plant will not be on the lines for commercial 
generation of electricity until some time in the early part of the summer of 
1959, and some of the connecting transmission lines may not be completed 
until 1960. 

The Chief, Forest Service, reported that the terms and conditions of the 
annual license which expired April 12, 1959, are considered adequate for 
protection of national forest interests and that the issuance of a similar 
license would not interfere or be inconsistent with the purposes for which 
the Grand Mesa-Uncompahgre National Forest was created or acquired. 

An Assistant Secretary of the Interior reported that no special provisions 
for the protection of fish and wildlife resources need be included in the 
annual license and that the interests of the Department of the Interior would 
not be affected by the issuance of an annual license similar to that which 
expired April 12, 1959. 


The Commission finds: 


(1) A license for a period of one year, subject to and containing conditions 
as hereinafter provided, will not interfere or be inconsistent with the pur- 
poses for which the Grand Mesa-Uncompahgre National Forest was created 
or acquired. 

(2) The issuance of a license, as hereinafter provided, for the operation 
and maintenance of minor part Project No. 733 for one year is justified and 
compatible with the public interest. 
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(3) The annual charges, terms and conditions for the issuance of a license 
identical with those of the original license, as amended, exclusive of the 
period thereof, and the special condition hereinafter provided, are reasonable 
and should be contained in the license to be issued as hereinafter provided. 

(4) Public notice of the application has been given. No protests were filed. 


The Commission orders: 


(A) This license is issued to The Western Colorado Power Company of 
Durango, Colorado, for a period of one year, effective as of April 13, 1959, 
for the operation and maintenance of minor part Project No. 733 upon lands 
of the United States, subject to all the terms and conditions of the original 
license, as amended, which expired April 12, 1956, exclusive of the period 
thereof, as though fully set forth herein, and subject to the following special 
condition set forth herein as Article 16: 

Article 16. The licensee shall immediately notify the supervisor of the 
Grand Mesa-Uncompahgre National Forest at Delta, Colorado, in case of 
any failure in the project works which would cause erosion on national forest 
lands or damage national forest resources and improvements. 

(B) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313(a) 
of the Federal Power Act. In acknowledgment of the acceptance of this 
license, it shall be signed for the licensee and returned to the Commission 
within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Con- 
nole and Arthur Kline. 


DUKE POWER COMPANY, DOCKET NO. E-6878 
SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE OF PREFERRED STOCK 


(Issued June 9, 1959) 

By order issued May 25, 1959, 21 FPC 768, in the above-entitled matter, the 
Commission authorized Duke Power Company (Applicant) to issue and sell at 
competitive bidding 250,000 shares of Cumulative Preferred Stock, Series B, par 
value $100 per share, subject to, among others, the provisions as set forth in 
Paragraph (B) of that order as follows: 

(B) The proposed issuance and sale of Preferred Stock at competitive 
bidding shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the re- 
quirements of Section 34.2(k)(3) of the Commission’s Regulations under 
the Federal Power Act relating to compliance with competitive bidding 
requirements, and Section 34.2(k)(4) of the Regulations relating to 
affiliation, and shall have either filed such amendments or shall have 
mailed them and advised the Commission by telephone and telegram as 
contemplated by Section 34.9 of the Regulations. 

(ii) The Commission, by further order, shall have approved the price 
per share to be received by Applicant for the Preferred Stock and the 
dividend rate thereon. 

Applicant, on June 9, 1959, filed an amendment, pursuant to the require- 
ments of the aforementioned Commission order, in which it states that it 
proposes to accept, as representing the lowest annual cost of money to it, the 
bid of Stone & Webster Securities Corporation to purchase the proposed 
issuance of Preferred Stock at the price of $100.419 per share, with an annual 
dividend rate of 5.36% per share. 
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The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements of Para- 
graph (B) of the Commission’s order issued May 25, 1959, in the above docket, 
and under the bid it proposes to accept for the purchase of the Preferred 
Stock, the price per share to be received by Applicant therefor and the dividend 
rate thereon are reasonable. 

(2) The proposed issuance and sale of Preferred Stock, as hereinafter au- 
thorized, will be for a lawful object, within the corporate purposes of the 
Applicant and compatible with the public interest, which is appropriate for 
and consistent with the proper performance by the Applicant of service as a 
public utility and which will not impair its ability to perform that service, 
and is reasonably appropriate for such purposes. 


The Commission orders: 


(A) The price per share to be received by Applicant for the Preferred Stock 
and the dividend rate thereon under the bid referred to above are approved 
as reasonable. 

(B) The proposed issuance and sale of Preferred Stock referred to above, 
upon the terms and conditions and for the purposes specified in the applica- 
tion, as supplemented by the amendment referred to above, are hereby author- 
ized subject only to the provisions of Paragraphs (C), (D) and (E) of the 
Commission’s order issued May 25, 1959, in the above docket. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Con- 
nole and Arthur Kline. 


COMMUNITY PUBLIC SERVICE COMPANY, DOCKET NO. E-6885 
ORDER AUTHORIZING ISSUANCE OF PROMISSORY NOTES 


(Issued June 11, 1959) 


Community Public Service Company (Applicant), a corporation organized 
under the laws of the State of Delaware and domesticated in the States of 
New Mexico and Texas, having its principal place of business in Fort Worth, 
Texas, filed an application on April 30, 1959, as amended May 11, 1959, for 
authority, pursuant to Section 204 of the Federal Power Act, to issue unsecured, 
short-term Promissory Notes in the aggregate principal amount of $3,500,000 
outstanding at any one time. 

The proposed Notes, payable to Fort Worth banking institutions from which 
Applicant may borrow funds, will be issued for periods not exceeding 120 days 
from the date of original issue or renewal thereof, and will have maturity 
dates not later than September 30, 1960. Each of the proposed Notes, whether 
issued as original Notes or renewal Notes, will bear interest at the particular 
rate in effect for such loans in Fort Worth, Texas, on the date of issue or 
renewal, as the case may be. The application states that none of the Notes 
proposed to be issued will be resold to the general public, and that no finder’s 
fee or other negotiation fee, commission or remuneration will be paid in con- 
nection therewith to any third person. 

At the present time, Applicant’s outstanding short-term Promissory Notes 
total $1,000,000, principal amount, for which certificates of notification have 
been filed, all as provided for in Section 204(e) of the Federal Power Act. 
The subject application requests authority to issue, as a part of the Notes in 
the maximum principal amount of $3,500,000, Notes issued in renewal of those 
presently outstanding Notes. 
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The proceeds from the Notes will be used to reimburse Applicant for con- 
struction expenditures heretofore made and to be made to carry out its 
construction program contemplated in 1959. The additions to be constructed 
to Applicant’s public utility property in 1959 involve the expenditure of 
$4,076,050 for additions to its electric plant and $133,115 for additions to its 
gas plant. The principal item of expenditure included within the $4,076,050 
allocated for Applicant’s electric department is $3,164,800 for distribution 
facilities, consisting of extensions, interconnecting lines and stations, meters, 
services and transformers. 

Written notice of the application has been given to the Public Service Com- 
mission of New Mexico and to the Railroad Commission of Texas, and to the 
Governor of each of those States. Notice has also been given by publication 
in the Federal Register on May 13, 1959 (24 F.R. 3834), stating that any 
person desiring to be heard or to make any protest with reference to the appli- 
cation should file a petition or protest on or before May 28, 1959, with the 
Federal Power Commission, Washington 25, D.C. No protest, petition or request 
to be heard in opposition to the granting of the application has been received. 


The Commission finds: 


(1) Applicant is a corporation organized and existing under and by virtue 
of the laws of the State of Delaware. It owns and operates facilities, among 
others, used for the transmission of electric energy which is generated in 
Oklahoma and consumed in Texas, all of which facilities are in addition to, 
and do not include, facilities used for the generation of electric energy or 
facilities used in local distribution or only for the transmission of electric 
energy in intrastate commerce, or facilities for the transmission of electric 
energy consumed wholly by the transmitter. Applicant is, therefore, a public 
utility within the meaning of that term as used in Section 204 of the Federal 
Power Act. 

(2) The proposed issuance of Promissory Notes in the aggregate principal 
amount of $3,500,000, all as described above, will constitute an issuance of 
securities within the purview of Section 204 of the Act. 

(3) The proposed issuance of Promissory Notes in the aggregate principal 
amount of $3,500,000, all as described above, will be in excess of 5% of the 
par value of the other securities of Applicant, and, therefore, will not be 
exempt by virtue of Section 204(e) from the requirements of Section 204(a) 
of the Act. 

(4) Applicant is not organized and operating in a State, under the laws of 
which the security issue here involved is regulated by a State Commission 
within the meaning of Section 204(f) of the Act, and the proposed issuance 
is, therefore, not exempt by virtue of that Section from the requirements of 
Section 204 of the Act. 

(5) The proposed issuance of Promissory Notes is exempt from the com- 
petitive bidding requirements of Section 34.1a of the Commission’s Regulations 
under the Federal Power Act by reason of Paragraph 34.la(a)(2) thereof. 

(6) The proposed issuance of Promissory Notes, as hereinafter authorized, 
will be for a lawful object, within the corporate purposes of Applicant and 
compatible with the public interest, which is appropriate for and consistent 
with the proper performance of service by Applicant as a public utility, and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 
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The Commission orders: 


(A) The proposed issuance by Applicant of Promissory Notes in the aggre- 
gate principal amount of $3,500,000, outstanding at any one time, whether an 
original issue or a renewal Note, upon the terms and conditions and for the 
purposes set forth in the application, all as described above, is hereby author- 
ized, subject to the provisions of this order. 

(B) This authorization is expressly conditioned upon the final maturity 
of all Notes to be issued pursuant hereto, being not later than September 30, 
1960. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service 
accounts, valuation, estimates or determinations of cost or any other matter 
whatsoever now pending or which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to 
which this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Con- 
nole and Arthur Kline. 


THE MANUFACTURERS LIGHT AND HEAT COMPANY, DOCKET NO. 
G-17555 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING AND APPROVING ABANDONMENT 


(Issued June 12, 1959) 


On January 16, 1959, The Manufacturers Light and Heat Company (Appli- 
cant) filed in Docket No. G-17555 an application pursuant to Section 7 (c) 
and (b) of the Natural Gas Act for a certificate of public convenience and 
necessity authorizing the construction and operation of certain natural gas 
facilities, and for permission to abandon certain other natural gas facilities, 
all as more fully set forth in the application. 

The facilities proposed to be constructed hereunder consist of approximately 
60.77 miles of 20-inch transmission pipeline and a 700 horsepower compressor 
station, all to be attached to Applicant’s system in southern Pennsylvania, to 
enable Applicant to serve adequately and efficiently the increasing require- 
ments of Applicant’s eastern markets during the winter of 1959-60 and there- 
after. The estimated total capital cost of these proposed facilities is $5,380,000, 
to be financed through the issuance and sale of promissory notes and common 
stock to Applicant’s parent company, The Columbia Gas System, Inc. 

The facilities proposed to be abandoned hereunder consist of sections of 
five parallel 6-inch lines, totalling 135.25 miles of pipe, between Applicant’s 
State Line Compressor Station in Bedford County, and Sideling Hill, Fulton 
County, Pennsylvania, all part of Applicant’s old “oil line system”. Salvage 
value of these facilities, to be sold in place, is estimated at $139,500, with 
credit to fixed capital of $530,000, and cost of retiring estimated at $500. 

The proposed new facilities would replace the facilities to be abandoned, 
increasing the capacity and efficiency of Applicant’s service to its eastern 
market customers, and providing needed line storage capacity not possible with 
the old oil line facilities. 

Gas supply is not an issue in this proceeding, and no customer will be 
deprived of service by the proposed abandonment of facilities. 

Temporary authority to construct and operate the facilities proposed herein 
was granted to Applicant on April 6, 1959, 
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Pursuant to due notice, a public hearing was held in Washington, D.C., on 
June 2, 1959, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hear- 
ing that the intermediate decision procedure be omitted and that the Com- 
mission render a decision herein pursuant to Section 1.30(c)(1) of the 
Commission’s Rules of Practice and Procedure. 
The Commission finds: 

(1) Applicant, The Manufacturers Light and Heat Company, a Pennsylvania 
corporation having its principal place of business in Pittsburgh, Pennsylvania, 
is a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order of December 29, 1944, in 
Docket No. G—593, et al. (4 FPC 821). 

(2) The facilities to be abandoned, as hereinbefore described and as more 
fully described in the application herein, are used in the transportation and 
sale of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, and such abandonment is subject to the requirements of Sub- 
section (b) of Section 7 of the Natural Gas Act. 

(3) The proposed abandonment of the aforesaid facilities is permitted by 
the public convenience and necessity and permission and approval therefor 
should be granted as hereinafter ordered and conditioned. 

(4) The facilities proposed to be constructed and operated, as hereinbefore 
described and as more fully described in the application herein, will be used 
in the transportation and sale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, and the construction and operation 
thereof by Applicant are subject to the requirements of Subsections (c) and 
(e) of Section 7 of the Natural Gas Act. 

(5) The construction and operation of the facilities proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Applicant is able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas 
Act and the requirements, rules and regulations of the Commission thereunder. 

(7) Public convenience and necessity require that the general terms 
and conditions set forth in paragraphs (b), (c)(3), (c)(4) and (e) of Sec- 
tion 157.20 of the Commission’s Regulations under the Natural Gas Act (18 
CFR 157.20) should attach to the issuance of the certificate referred to in 
paragraph (5) above and to the exercise of the rights granted thereunder, 
and that the time within which construction of the facilities authorized by this 
order should be completed and the said facilities placed in actual operation 
should be fixed at 10 months from the date on which this order issues. 

(8) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Sec- 
tion 1.30(c)(1) of the Commission’s Rules of Practice and Procedure. 
The Commission orders. 

(A) Permission for and approval of the abandonment of the facilities here- 
inbefore described, as more fully described in the application and exhibits in 
this proceeding, is hereby granted to The Manufacturers Light and Heat 
Company. 

(B) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing The Manufacturers Light and Heat Company to 
construct and operate the facilities hereinbefore described, as more fully 
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described in the application and exhibits in this proceeding, upon the terms 
and conditions of this order. 

(C) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the issuance of the certificate granted in 
Paragraph (B) hereof and to the exercise of the rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act is 
hereby fixed at 10 months from the date on which this order issues. 

(E) Applicant shall advise the Commission of the date of abandonment of 
the facilities referred to in Paragraph (A) hereof within 10 days of the date 
of such abandonment. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and John B. Hussey. 


EL PASO ELECTRIC COMPANY, DOCKET NO. E-6886 


ORDER AUTHORIZING THE ISSUANCE OF COMMON STOCK 


(Issued June 18, 1959) 

El Paso Electric Company (Applicant), incorporated under the laws of the 
State of Texas and qualified to do business as a foreign corporation in the 
State of New Mexico, with its principal place of business in El Paso, Texas, 
filed an application on May 27, 1959, for authorization, pursuant te Section 204 
of the Federai Power Act, to issue and sell 50,000 shares of Common Stock, 
par value $5.00 per share. Applicant requests that the proposed issuance and 
sale of Common Stock be exempted from the Commission's competitive bidding 
requirements pursuant to Section 34.2(k) (2) (ii) of the Commission’s Regnu- 
lations under the Federal Power Act. 

The proposed issuance of Common Stock will be made pursuant to the terms 
of an Employee Stock Purchase Plan, effective July 1, 1959, which provides 
that eligible employees of Applicant who participate in the Plan may save 
regularly by payroll deductions and use these savings twice each year to 
purchase shares of Applicant’s Common Stock. For the purpose of the Plan, 
Applicant has reserved an aggregate of 50,000 shares of its unissued Common 
Stock. The six-month periods, July 1 to December 31 and January 1 to June 
30, are Payment Periods during which payroll deductions will be accumulated 
under the Plan. 

At the beginning date of each Payment Period, Applicant will grant to each 
employee participating in the Plan an option to purchase on the last day of 
such Payment Period the number of full shares of Common Stock reserved 
for the purpose of the Plan that his total payroll deductions on the last day 
of such Payment Period will purchase at the Option Price. The Option Price 
for each Payment Period will be 90% of the closing bid price for Applicant’s 
Common Stock on the over-the-counter market as quoted by The National Daily 
Quotation Service at the date each option is granted, or the last preceding day 
such quotations are available, but in no event will such price be less than 
85% of the average of the closing bid and asked prices so quoted on the date 
the bid price is determined nor less than the par value of such shares. 

Employees may authorize payroll deductions in any even dollar amount up 
to but not more than 15% of their regular pay, but not less than $5.00 in respect 
of each deduction. This Plan will terminate in any event on June 30, 1964, 
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or at such earlier time as all or substantially all of the unissued shares 
reserved for the purposes of the Plan have been purchased. 

Applicant states that no underwriting fees or commissions will be paid in 
connection with the proposed issuance and sale of 50,000 additional shares of 
its Common Stock. 

On the basis of the current market price, the total net proceeds to be 
obtained from the proposed issuance of 50,000 shares of Common Stock (which 
necessarily will be dependent upon the number of shares actually purchased 
and the option prices per share) would aggregate approximately $1,360,000. 
The net proceeds from the sale of the proposed issuance of Common Stock 
will be added to working capital for ultimate application toward the cost of 
additions to Applicant’s utility properties. Applicant’s construction program 
for 1959 is estimated to cost approximately $11,180,000. The chief item in- 
cluded within that amount will be $8,007,800 for Applicant’s Newman steam- 
electric generating station near El Paso, Texas, the first unit of which is 
scheduled for service in March, 1960. 

Written notice of the application has been given to the Railroad Commission 
of Texas and the New Mexico Public Service Commission and to the Governor 
of each of those States. Notice of the application also was published in the 
Federal Register on June 9, 1959 (24 F.R. 4676), stating that any person 
desiring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before June 15, 1959, with the Federal 
Power Commission, Washington 25, D.C. No protest, petition or request to 
be heard in opposition to the granting of the application has been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 201 of the Federal Power Act, subject to the jurisdiction of the Com- 
mission, as heretofore described and set forth in the Commission’s order issued 
July 14, 1958, Hl Paso Electric Company, Docket No, E-6828, (20 F.P.C. 30). 

(2) The proposed issuance and sale of up to 50,000 shares of Common Stock, 
par value $5.00 per share, pursuant to the provisions of the above-described 
Employee Stock Purchase Plan, will constitute an issuance of securities within 
the purview of Section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws 
of which the security issue here involved is regulated by a State commission 
within the meaning of Section 204(f) of the Act; and the proposed issuance 
of Common Stock, as described above, is, therefore, not exempt by virtue of 
that Section from the requirements of Section 204 of the Act. 

(4) Under the circumstances of this case, sufficient cause has been shown 
for exempting the proposed issuance and sale of Common Stock from the 
competitive bidding requirements of Section 34.la (b) and (c) of the Com- 
mission’s Regulations under the Federal Power Act. 

(5) The proposed issuance and sale of Common Stock, as hereinafter 
authorized, will be for a lawful object, within the corporate purposes of 
Applicant and compatible with the public interest, which is appropriate for 
and consistent with the proper performance of service by Applicant as a public 
utility, and which will not impair its ability to perform that service, and is 
reasonably appropriate for such purposes. 

(6) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance and sale of Common Stock, upon the terms and 
conditions and for the purposes specified in the application, as described above, 
are hereby authorized, subject to the provisions of this order. 
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(B) The proposed issuance and sale of Common Stock are hereby exempted 
from the competitive bidding requirements of Section 34.la (b) and (c) of 
the Commission’s Regulations under the Federal Power Act. 

(C) This authorization shall not extend beyond June 30, 1964. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to 
which this order relates. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, DOCKET NO. 
G-16466; TEXAS GAS TRANSMISSION CORPORATION, DOCKET NO. 
G-16553; TRANSCONTINENTAL GAS PIPE LINE CORPORATION, 
DOCKET NO. G—16695 


ORDER ADOPTING INITIAL DECISION OF PRESIDING EXAMINER 
(Issued June 18, 1959) * 
Syllabus 


If it is not physically or financially feasible for Transco to put any limited- 
term firm gas in storage at the present time, Transco is, in fairness, entitled 
to sell all of the same for ultimate consumption as boiler fuel. P. 844. 

Commissioners CONNOLE and KLINE not participating. 

James B. Henderson, Willian N. Bonner, Jr., Richard J. Connor, and Thomas 
F. Ryan, Jr., for Transcontinental Gas Pipe Line Corp. 

Christopher T. Boland and Thomas F. Ryan, Jr., for Texas Gas Transmis- 
sion Corp. 

R. E. L. Hall and Jerome J. McGrath for National Coal Association. 

Welly K. Hopkins and Jerome J. McGrath for United Mine Workers of 
America. 

Jerome J. McGrath for Fuels Research Council, Inc., and Anthracite In- 
stitute. 

David F. Anderson and John P. Sinclair for Delaware Power & Light Co. 

James O'Malley, Jr., and John A. Lodge for Consolidated Edison Company 
of New York. 

David K. Kadane and Edward M. Barrett for Long Island Lighting Co. 

J. Harry Mulhern and William R. Duff for Public Service Electric and Gas 
Co. 

Henry James, Harry 8. Littman, and Dale A. Wright for Piedmont Natural 
Gas Co., Ine. 

Stanley J. Harris, Jr., for the staff of the Federal Power Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and John B. Hussey. 


On May 20, 1959, the presiding examiner issued an initial decision herein 
under subsections (c) and (e) of Section 7 of the Natural Gas Act granting 
certificates of public convenience and necessity to Transcontinental Gas Pipe 
Line Corporation and Texas Gas Transmission Corporation authorizing the 
construction, operation, sales and service applied for by these companies, sub- 
ject to the qualification that the authorizations granted in Docket No. G-16466 


* Initial decision appears on p. 840. 
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may be modified or terminated upon further order of the Commission. No 
exceptions have been filed to the presiding examiner’s decision by any party 
to these proceedings. 


The Commission finds: 


Upon consideration of the entire record in these proceedings, including the 
evidence adduced, the briefs filed, and the presiding examiner’s initial decision, 
said decision should be adopted as the decision of the Commission in this case. 


The Commission orders: 


The initial decision of the presiding examiner issued herein on May 20, 1959, 
is hereby adopted and such decision shall become effective as the decision of 
the Commission as of the date of issuance of this order. 


DECISION 


UPON APPLICATIONS FOR CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued May 20, 1959) 

Purpbve, Presiding Examiner: Each of the applications in these three con- 
solidated proceedings was filed under Section 7(c) of the Natural Gas Act for 
a certificate of public convenience and necessity. The three proceedings were 
set for hearing on December 31, 1958, before the Examiner under the shortened 
procedure provisions of Section 1.30 (c)(1) or (c)(2) of the Commission’s 
Rules of Practice and Procedure. The coal interests, hereinafter more par- 
ticularly designated, having intervened, the Examiner continued the proceed- 
ings to April 14, 1959, for a contested hearing. 

The intervening coal interests are National Coal Association, United Mine 
Workers of America, Fuels Research Council, Inc. and Anthracite Institute. 
The following customer companies of Transcontinental Gas Pipe Line Corp. 
intervened, either in Docket No. G—16466 or in the consolidated proceedings, 
in support of Transcontinental’s application in Docket No. G—16466: Con- 
solidated Edison Co. of New York, Long Island Lighting Co., Public Service 
Electric and Gas Co., Piedmiont Natural Gas Co., Inc., and Delaware Power & 
Light Co. 

At the hearing, evidence both oral and documentary was introduced by 
the applicants in each of the three proceedings; and by the intervenor cus- 
tomer companies in support of Transcontinental’s application in Docket No. 
G-—16466. Cross-examination of the witnesses was conducted by the coal inter- 
ests and the Staff of the Commission. 

Near the commencement of the session of the hearing on April 14, 1959, an 
attorney representing Public Service Co. of North Carolina, Inc., announced 
that said company proposed to file a petition for leave to intervene in the 
proceedings; and that his client would like to participate in the hearing on 
a tentative basis, and to offer the testimony of a witness. The Examiner ruled, 
in accordance with Section 1.8(f) (2) of the Rules of Practice and Procedure, 
that he would “permit your tentative intervention upon the strength of your 
statement, subject to the understanding, of course, that if the Commission 
does not grant your petition to intervene that your appearance here will go 
for naught.” Thereafter, one Branson E. Zeigler was examined, on direct 
examination, by said attorney; and was cross-examined by other counsel. 
Public Service Co. of North Carolina, Inc., did not, following the conclusion 
of the hearing or at all, file a petition for leave to intervene. Nor has the 
Commission issued an order permitting said company to intervene. Hence, 
the Examiner hereby strikes out the testimony of the witness Zeigler, and 
Exhibit 12, which said attorney offered in evidence; and rules that the par- 
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ticipation of said company, through said attorney, in all other respects goes 
for naught. 

The hearing was concluded on April 14, 1959. Thereafter, the applicants, 
the aforementioned intervenor customer companies of Transcontinental, the 
coal interests and the Staff filed briefs; and the proceedings were submitted 
for consideration and decision. 


Docket Nos. G-16553 and G-16695 


The application of Texas Gas Transmission Corp. in Docket No. G—-16553 and 
that of Transcontinental Gas Pipe Line Corp. in Docket No. G—-16695 were not 
contested. For this reason, the Examiner will treat of them at the outset. 

The application of Texas Gas was filed on October 13, 1958. By it, Texas 
Gas sought authorization (1) to construct and operate certain facilities to be 
located near an existing point of intersection of a pipeline of Texas Gas and 
the main pipeline of Transcontinental in Evangeline Parish, Louisiana, more 
particularly described as follows: 

(a) An 8-inch single-tube orifice meter station and flow control, approximately 
71% miles north of the Eunice, Louisiana, dehydration plant of Texas Gas, on its 
26-inch Eunice-Bastrop pipeline ; 

(b) Approximately 1,500 feet of 65, inch O. D. line, including 6-inch side 
valves, connecting such meter station with Trancontinental’s main pipeline; 
and (2) to sell up to 50,000 Mcf per day of natural gas to Transcontinental 
during the period beginning not later than November 1, 1958, and ending May 
31, 1959. 

The application of Transcontinental in Docket No. G—16695, filed on October 
22, 1958, is a companion application to that of Texas Gas. By it, Transcon- 
tinental sought authorization to construct and operate a 12-inch line tap to be 
located on Transcontinental’s pipeline at the point of connection of the pro- 
posed 65 inch line of Texas Gas with that of Transcontinental, for the purpose 
of receiving gas from Texas Gas. 

By letters dated November 7, 1958, the Commission granted temporary 
authorization to Texas Gas and Transcontinental for the construction and 
operation of such facilities and the temporary sale of natural gas by Texas 
Gas to Transcontinental. 

Subsequently, the facilities were constructed and the sale of natural gas by 
Texas Gas to Transcontinental on a temporary basis was commenced; but 
such sale was terminated by a supplemental agreement between the parties 
dated March 30, 1959. Thereafter, on April 8, 1959, Texas Gay and Transcon- 
tinental each filed a supplement to their respective applications whereby they 
seek authorization to exchange gas on an emergency basis pursuant to the 
agreement of March 30, 1959, between said parties. 

The Staff recommends that the applications as supplemented be granted. 

The facilities of Texas Gas, constructed pursuant to the temporary author- 
ization, cost $22,175; and those of Transcontinental, $5,080. Each company 
defrayed the cost from funds on hand. 

The emergency exchange agreement between Texas Gas and Transcontinental 
provides that gas needed in emergencies may be delivered by either company 
to the other at the aforementioned point of connection; and also at existing 
connections of facilities of the two companies with a gasoline plant in the 
Egan Field, Acadia Parish, Louisiana. The Examiner finds that the emer- 
gency exchange arrangement will provide a safety factor for both companies 
in that it will permit each to receive gas from the other in the event of an 
outage on either system south and west of the proposed delivery points. The 
Examiner concludes that the construction and operation of the facilities above 
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described for which authorization is sought, and the emergency exchange of 
gas as proposed in the supplements to the respective applications of Texas 
Gas and Transcontinental, are required by the public interest. 


Docket No. G—16466 


Transcontinental filed its application in Docket No. G-16466 on September 
30, 1958; and supplements thereto, on October 6 and October 31, 1958. By such 
application, Transcontinental seeks authorization to sell and deliver to seven 
of its existing customers volumes of natural gas under its applicable LTF 
(limited-term firm) rate schedules for the period of one year from November 
1, 1958, to November 1, 1959, as set out in the following table: 






Term of service Daily 
Customer Rate volumes 
schedule (at 14.7 





heianelidianpllinaendneindk soneibaiaial . 000 
, 000 
, 000 
sss: icin ash bidbabiatiagen ibeelaloe cen wana enst 000 
, 000 
, 000 

Subtotal for Consolidated Edison and Public Service 
nn uP VOL sna c ering enicstnih na aseigs on aie nen as anenna 35, 000 
is a TN Oh, ccd lb tbs das ct nc dssik cnt. td LTF-3 11-1-58 | 11-1-59 5, 000 
ES SOE BS LTF-3 11-1-58 | 11-1-59 2, 000 
Pe By ge hy Le ee eee a LTF-2 11-1-58 | 11-1-59 5,000 
Public Service Co. of North Carolina, Inc...............-..-... LTF-2 11-1-58 | 11-1-59 2, 000 
fy, Se ae a ea LTF-2 11-1-58 | 11-1-59 1,000 
SN cer ccstplpsschesshipsnchcs tpg iy vig aise aia inant ec dace aciaiei late claiadediie 50, 000 


On November 7, 1958, the Commission granted temporary authorization to 
Transcontinental to make the sales to the seven customers. At all times 
since, Transcontinental has been, and now is, making the sales to such cus- 
tomers in the volumes above specified. 

The Staff, in its brief, summarizes the circumstances which led to Trans- 
continental’s having the limited-term firm gas available, in the following lan- 
guage (which the Examiner adopts as a finding) : 

Because of the inability of some of Transcontinental’s customers to take 
their full allocations of natural gas during the year ending November 1, 
1959, Transcontinental has gas available for the limited-term firm service 
proposed in this proceeding. Some of these customers (mostly on the 
southern part of the system) have not as yet fully completed the con- 
struction of facilities necessary to receive their full allocations and others 
have not been able to take full allocations because of the slow build-up in 
markets. As a result, Transcontinental has available, temporarily, 70,330 
Mcf of allocated but unused natural-gas capacity for other service such as 
this proposed LTF service. 

The evidence shows that Transcontinental has the existing capacity on its 
system to continue to provide the service for which authorization is sought; 
and that the operating income from the sales is such that the undertaking is 
economically feasible. 

Scarcely a month after Long Island Lighting Co. entered into the contract 
with Transcontinental to purchase the daily volume of 5,000 Mcf of limited- 
term firm gas, it received increased deliveries of gas as a result of an order 
in another proceeding, and ceased to have need for the 5,000 Mcf. It there- 
upon entered into a contract with Consolidated Edison whereby the latter 
company agreed to purchase the 5,000 Mcf from Long Island Lighting at cost. 
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The evidence shows that Consolidated Edison, Public Service, Piedmont 
Natural, and Delaware Power & Light used most of their volumes of the 
limited-term firm gas during the 1958-59 heating season to augment their peak 
supply for meeting firm loads; and that, because of the service in question 
which Transcontinental rendered, these customer companies did not operate 
their peak-shaving plants to the same extent as would otherwise have been 
required ; and that they thereby effected substantial fuel and operating savings. 

But it is clear from the evidence that, now that the heating season has 
gone, the only use which is being made of the limited-term firm gas by these 
four companies is (in the language of the coal interests) to “dump the gas 
into industrial or utility boilers.” It is equally clear that during the remainder 
of the period in question, the great bulk of the limited-term firm gas will not 
be needed for meeting firm loads. The only requirement of such gas for firm 
purposes shown by the evidence is that, next October, Delaware Power and 
Light will need a small portion of the supply which it is receiving for its 
heating load. Consolidated Edison expressed a willingness to relinquish its 
right to purchase the limited-term firm gas if Transcontinental desired to place 
such gas in the Leidy Storage Field (hereinafter more particularly referred 
to). 

Delaware Power and Light may have 50,000 Mcf of the limited-term firm gas 
injected into such storage field. Also, Consolidated Edison “will probably” 
so operate its system as to put a portion of its limited-term firm gas into the 
storage field. But in these events, equivalent volumes of other supplies of 
gas of said two companies will be used for boiler fuel instead of being put 
in storage. 

The City of Danville, Virginia, has not been heard from; and, the evidence 
adduced by Public Service Co. of North Carolina having been stricken out, 
the record is silent as to the latter customer also. There is no reason to 
suppose that these two customers are making, or will make, any better use 
of the limited-term firm gas than. the four customer companies last above 
considered. 

On September 4, 1958, the Commission authorized Transcontinental to acquire 
an undivided one-fourth interest in certain properties of New York State 
Natural Gas Corp. in the Leidy Storage Pool, in Northern Pennsylvania. 
Transcontinental’s proposed storage facilities, also authorized by the Com- 
mission, include a pipeline, from a point on its system to the Leidy Field, to 
be utilized for moving gas to and from the storage pool. The cost of initial 
development of the storage pool is on the order of $11,500,000; and is to be 
borne by Transcontinental. Re Transcontinental Gas Pipe Line Corp., 20 
F.P.C. 264, 278, 286, 305. The record discloses that Transcontinental is now 
in the course of developing the storage pool. Transcontinental is to place in 
the storage pool volumes of gas which its customers nominate for injection 
therein. 

The coal‘interests argue that “the public interest would better be served by 
terminating the temporary authorization” granted to Transcontinental to sell 
the limited-term firm gas, and by requiring Transcontinental to place the gas 
in storage. The coal interests request that the application for a permanent 
certificate be denied and that Transcontinental “be directed to utilize the 
excess capacity on its system to build up and enlarge its storage operations.” 
_, lhe Staff recommends that Transcontinental’s application be granted. 

Unquestionably, in the absence of offsetting benefits to the public, it is in 
the public interest that natural gas be conserved far superior uses, if prac- 
ticable, instead of being wasted under boilers. Re Migsissippi River Fuel Corp., 
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12 F.P.C. 109, 112; Re Transcontinental Gas Pipe Line Corp., 21 F.P.C. 138, 
140, 141-42, 143. But on the basis of the record which has been made, the 
Examiner cannot but grant the application. The evidence shows that the 
installation of Transcontinental’s pipeline to the Leidy Field has not been 
completed. Manifestly, until all of the line is laid, Transcontinental can put 
no gas into the storage pool. Moreover, there is no showing that, even after 
construction of the pipeline is completed, an order requiring Transcontinental 
to inject any of the limited-term firm gas into the storage pool would be 
reasonable and justified. 'Transcontinental’s vice president in charge of the 
marketing department testified, “We do not require the use of any of this 
[limited-term firm] gas to develop Leidy.” Apparently, the reasons for this 
statement are two: (1) the capacity of the proposed pipeline to the Leidy 
Field is a limiting factor, and (2) the present nominations of customers of 
Transcontinental for storage service can be met without any of the limited- 
term firm gas being stored. 

If it is not physically or financially feasible for Transcontinental to put any 
limited-term firm gas in storage between now and next November, Transcon- 
tinental is, in fairness, entitled to sell all of the same for ultimate consump- 
tion as boiler fuel. The unused capacity on its system has been allocated 
by the Commission on a firm, long-term basis to certain customers who are 
not now able to make use of the gas. Pending the time when these customers 
ean purchase the gas, Transcontinental should not be deprived of a market 
therefor, nor should the cost of service to its other customers be increased 
by reason of its not being permitted to dispose of such gas. 

Nevertheless, Transcontinental should bend every effort to make the inject- 
ing of the limited-term firm gas into storage practicable and financially feasi- 
ble. Its efforts should include undertaking to procure nominations of customers 
for additional storage service; and, if necessary, the installation of a com- 
pressor on the pipeline to the Leidy Field. While the application will be 
granted, the proceeding will remain open for the making of any supplemental 


order or orders which may be warranted by Transcontinental’s progress in 
achieving these objectives. 


FINDINGS AND CONCLUSIONS 


Upon consideration of the evidence adduced and the briefs of counsel, it is 
further found and concluded that: 

(1) Transcontinental and Texas Gas are Delaware corporations with their 
principal places of business in Houston, Texas, and Owensboro, Kentucky, 
respectively ; and are natural-gas companies within the meaning of the Natural 
Gas Act, as heretofore found by the Commission. 

(2) The sales of natural gas hereinbefore described, as more fully described 
in the applications, will be made in interstate commerce, subject to the juris- 
diction of the Commission, and such sales by Transcontinental and Texas Gas, 
together with the construction and operation of the proposed facilities by 
Transcontinental and Texas Gas for the emergency exchange of gas, are sub- 
ject to the jurisdiction of the Commission and the requirements of Subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(3) Transcontinental and Texas Gas are able and willing properly to do 
the acts and to perform the service proposed and to conform to the provisions 
of the Natural Gas Act, and the requirements, rules and regulations of the 
Commission thereunder. 

(4) The construction and operation of the proposed facilities and the pro- 
posed emergency exchange of gas, and the sales of natural gas as proposed 



























































FEDERAL POWER COMMISSION 845 


3, herein, are required by the public convenience and necessity; and certificates 
e therefor should be issued. 
e ORDER 
2 WHEREFORE, IT IS ORDERED, subject to review by the Commission 
t on appeal, or review by the Commission on its own motion, as provided in 
7 its Rules of Practice and Procedure, that: 
1 (A) Certificates of public convenience and necessity be and the same are 
° hereby issued, in Docket Nos. G—16466, G—16553 and G—16695, upon the terms 
° and conditions of this order, to Transcontinental Gas Pipe Line Corp. and 
5 Texas Gas Transmission Corp., authorizing the sales of natural gas involved 
7 in the three proceedings, and the construction and operation of the facilities 
y involved in Docket Nos. G—-16533 and G—16695, for the transportation and sale 
ft of natural gas, hereinbefore described and more particularly described in the 
- applications. 
(B) The certificates issued in paragraph (A) hereof shall be accepted in 
y writing and under oath, by a responsible official of the respective applicants, 
_ within 30 days from the issuance of this order. 
e (C) The grant of the certificates to the applicants herein shall not be con- 
d strued as a waiver of the requirements of Section 4 of the Natural Gas Act, 
° or of Section 154 of the Commission’s Regulations thereunder; and is without 
7 prejudice to any findings or orders which have been or may hereafter be 
t made by the Commission in any proceeding now pending or which may here- 
d after be instituted by or against the applicants herein. 
(D) The general terms and conditions set forth in paragraphs (a) and (e) 
- of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the issuance of the certificates, and to the exercise of the rights 
s granted hereunder. 
. (E) The authorization hereby granted in Docket No. G—16466 may be modi- 
° fied from time to time, or terminated, upon further order of the Commission. 
i HOWELL PURDUE, 
- Presiding Examiner. 
PAN AMERICAN PETROLEUM CORPORATION, DOCKET NOS. G—4063, 
. G-4065, G-—4069, G-4070, G-4072, G-4452, G-4621, G-4622, G-4626, G—4627, 
G-4630, G-4831, G-—4903, G-5663, G-5709, G-5710, G-57138, G—6831, G~—7486, 
G-7494, G-7495, G-7498, G—7499. G-—7500, G—7503, G—7506, G—7515, G—7517, 
: G-7518, G—-7525, G-7532, G-11479 AND G-—11969 
il ORDER ADOPTING INITIAL DECISION OF PRESIDING EXAMINER 
a (Issued June 19, 1959) * 
3. Syllabus 
8, Commission issues certificates of public convenience and necessity under Sec- 
y ' tion 7 of the Natural Gas Act, rejecting a request of the applicant that 
- the certificates be limited in duration to the terms of its gas purchase 
is contracts. P. 852. 
Commissioners CONNOLE and KLINE not participating. 
lo | J. P. Hammond and William J. Grove for Pan American Petroleum Corp. 
is Richard P. Taylor, Henry C. Ikenberry, Jr., and W. W. Prior for Trunkline 
e | Gas Co. 
Eugene L. Smith and Robert L. Russell for the staff of the Federal Power 
D- Commission. 
d 


* Initial decision appears on p. 846. Rehearing denied by order issued August 10, 1959. 
Petition for review dismissed (CADC No. 15393—1961). 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and John B. Hussey. 


On May 21, 1959, the presiding examiner issued an initial decision herein 
by which, under subsections (c) and (e) of Section 7 of the Natural Gas Act, 
he would grant certificates of public convenience and necessity to Pan Ameri- 
ean Petroleum Corporation (Pan American), authorizing the sales of natural 
gas to certain purchasers applied for by that company, and the construction 
and operation of any jurisdictional facilities necessary therefor, as more fully 
set forth in the examiner’s decision. The said decision provides that the 
certificates would be of indefinite duration and not concurrent with the terms 
of the gas purchase contracts. 

On June 10, 1959, Pan American filed exceptions to the examiner’s decision, 
contending, inter alia, that the issuance of certificates of indefinite duration 
would be contrary to the evidence of record and unauthorized under the 
Natural Gas Act. The company also contends that such certificates would 
constitute a taking of its property without Due Process of Law in violation 
of the Fifth Amendment to the Constitution. 

Pan American’s claims of a lack of evidential support and absence of legal 
authority for the issuance of certificates of indefinite duration, and related 
arguments, are sufficiently dealt with in the examiner’s decision. As to the 
company’s contention that such certificates would constitute an unconstitu- 
tional taking of Pan American’s property, we said in our order issued June 
21, 1958, in Sunray Mid-Continent Oil Company, 19 F.P.C. 1107, 1108, on sub- 
stantially similar facts, that “The extent of the service the company must 
ultimately render will be determined at some future time if and when it 
seeks permission to abandon service, a matter which we cannot and should 
not attempt to anticipate in this case.” Our Sunray decision was thereafter 
affirmed on May 17, 1959, by the Court of Appeals for the Tenth Circuit in 
Sunray Mid-Continent Oil Company v. F.P.C., No. 5968, March Term, 1959, 
267 F. 2d 471, and in our view, that decision is dispositive here. 


The Commission finds: 


Upon consideration of the entire record in this proceeding, including the 
evidence adduced, the briefs and exceptions filed, and the presiding examiner’s 
initial decision, said decision should be adopted as the decision of the Com- 
mission in this case and the exceptions thereto should be denied. 


The Commission orders: 


(A) The initial decision of the presiding examiner issued herein on May 
21, 1959, is hereby adopted and such decision shall become effective as the 
decision of the Commission as of the date of issuance of this order. 

(B) The exceptions filed on June 10, 1959, by Pan American Petroleum 
Corporation to the presiding examiner’s initial decision issued herein on May 
21, 1959, are hereby denied. 


DECISION 
UPON APPLICATIONS FOR CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued May 21, 1959) 
KeEtiy, Presiding Examiner: In each of the dockets shown in the caption 
hereof Pan American Petroleum Corporation (Pan American)’ has filed appli- 
eation for a certificate of public convenience and necessity authorizing the 


2Prior to February 1, 1957 Pan American’s corporate name was Stanolind Oil and 
Gas Company. 
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sale of natural gas for resale in interstate commerce. Im an appendix to 
this decision there is a list of these dockets showing for each, respectively, 
the producing field, the state of production, the date of the gas purchase 
contract, the purchaser, and the expiration date of such contract. 

There is no opposition here to the issuance of any of these certificates; 
and each of the dockets here consolidated for hearing would no doubt have 
been disposed of as an uncontested case but for positions taken by Pan 
American in the applications. In each application, Pan American has chal- 
lenged the jurisdiction of the Commission over the sale in question. However, 
counsel for Pan American stated unequivocally upon the record at the 
hearing that the jurisdiction of the Commission in these dockets was no 
longer contested. 

Pan American requests, in these applications, that the certificates authoriz- 
ing the sales here involved be limited in time to the respective expiration 
dates of the gas purchase contracts. The Staff of the Commission opposes 
the issuance in any docket of a certificate of limited duration; and this is 
the one contested issue for decision in relation to each docket. 

On February 3, 1959 the Secretary of the Commission issued, and caused 
to be published, a notice of the filing of the applications in the 33 dockets 
here involved, and of the hearing to be conducted concerning them on March 
9, 1959. The hearing was duly conducted on said date, at which evidence 
was received, and in which there was participation by the Staff of the Com- 
mission and Trunkline Gas Company, an intervenor. Briefs have been received 
from the Staff of the Commission and from Pan American, the final reply 
brief of the latter having been received April 27, 1959. 

The Gas Sales Superintendent of Pan American was the one witness at 
the hearing. His testimony establishes that Pan American is able and 
willing properly to make all of the sales of natural gas for which certificates 
of public convenience and necessity are sought respectively in the 33 dockets 
here involved, and that such sales are made for resale in interstate commerce 
and are required by the public convenience and necessity for an indefinite 
period of time. Thirty of the thirty-three sales, for which certification is 
here sought, were being made on, and had been made for some time prior 
to June 7, 1954, the date of the Phillips decision? In one docket (G—4072) 
of the other three, the contract was executed prior to said date but deliveries 
were not made thereunder until July 7, 1954, which date was prior to the 
issuance of the Commission’s orders in the 174 series. In the second such 
docket (G-7500) the contract was executed July 14, 1952, but deliveries 
thereunder were not made until October 16, 1954, which was after the 
issuance of the Commission’s Order No. 174. In the third such docket 

(G—11969) the contract was not execnted until January 23, 1957. Deliveries 
were being made in all cases except the three mentioned specifically immedi- 
ately above, on and before June 7, 1954; and deliveries are now being made in 
all 33 cases. 

There are 11 dockets* of the 33 in which the gas purchase contracts provide 
for terms of fixed duration without providing for any extension thereof. There 
are 17 dockets‘ in which the contracts provide for a fixed term, but also 
provide that the contracts may remain in effect beyond such term until ter- 


2 Phillips Petroleum Company v. Wisconsin, 347 U.S. 672. 

* G-4063, G—4072, G-4627, G-4831, G-4903, G-5663, G-6831, G-7500, G-7515, G-7525 
and G—11969. 

4 G—4065, G—4069, G-4070, G-4452, G-4626, G-4630, G-5709, G-5713, G—7486, G-—7494, 
G-—7495, G-7499, G—-7506, G-7517, G—7518, G-7532 and G—11479. 
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minated at the option of either party. There are 4 dockets® in which the 
contracts provide for extensions beyond the terms fixed therein, in the 
event that Pan American exercises its option to utilize some of the gas involved 
for repressuring or similar operations. Concerning the 32 dockets discussed 
above in the 3 classifications, Pan American makes the following proposals 
in its original brief: 

Pan American’s proposal with respect to the applications in all dockets 
other than Docket Nos. G—7494, G-7499 and G—7506, is to sell natural 
gas for the remainder of the fixed or primary term of each contract and 
thereafter until the contract is terminated by either party according to 
its provisions. Alternatively, Pan American is proposing to sell pursuant 
to the provisions of these contracts only for the primary term of each 
contract. 

With respect to Docket Nos. G—7494, G-7499 and G-—7506, the primary 
term of these contracts has expired and the contracts have continued 
in force from year to year because neither party has exercised its option 
to terminate the contracts. Pan American’s proposal in each of these 
Dockets is to continue to sell gas in accordance with the provisions of 
the contracts until either party exercises his option to terminate the 
contract pursuant to its provisions. Alternatively, Pan American is pro- 
posing to sell pursuant to the provisions of these contracts only until the 
end of the current annual extension [sic] provided for in the contract. 

With respect to the last of the 33 dockets (G—7503), the gas purchase 
contract therein with Tennessee Gas Transmission Company expired on May 
1, 1956, by its terms, and no new contract for this sale has been executed, 
as attempts at negotiation have been unsuccessful. Pan American’s original 
brief states that it requests in this case “a certificate for an unlimited or 
indefinite duration,” that “the sale is being made on a day to day basis,” 
and that Pan American proposes “to continue to sell gas on a day to day 
basis at the point of delivery a maximum daily quantity of 5,000 Mcf, not 
to exceed 1,158 MMcf per year.” These quantities are based upon the actual 
purchases of Tennessee for the year 1958. 

The basic contracts executed for the sale of gas by Pan American in all 
33 dockets, are on file with the Commission as gas rate schedules, each of 
which has been given a proper number by the Commission, and under all 
of which sales of gas are presently being made. 

Pan American’s position is that an application to the Commission for a 
certificate of public convenience and necessity to make a sale of natural gas 
in interstate commerce, must propose therein the issuance of a certificate 
which is consistent with the provisions of the gas purchase contract executed 
by the applicant and the purchaser; and that the Commission has no power 
to vary the terms of the certificate, so applied for, except by attaching to 
the issuance thereof, pursuant to the last sentence of Section 7(e) of the 
Natural Gas Act (Act), “such reasonable terms and conditions” as are shown 
by substantial evidence in the record to be required by the public convenience 
and necessity. In support of this position it cites the Mobile decision,’ claiming 
that it holds that the Act recognizes “the right of the party to be regulated 
to contract initially * * * and, in accordance with such contract, to submit to 
the Commission a proposal consistent with such contract.” It is contended 
that the burden of presenting such substantial evidence is upon the Com- 


° G-4621, G—4622, G-5710 and G—7498. 
* United Gas Pipe Line Co. v. Mobile Gas Service Corp., 350 U.S. 332. 
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mission Staff, or other party to the proceeding, urging the attachment of 
such terms or conditions to the issuance of the certificate. 
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i In its brief, Pan American points to the provisions of Sections 7(c) and 
\ 7(e) of the Act and contends that “all of the criteria set out” therein “have 
; been met by ample substantial and uncontradicted evidence of record”; and 
that, therefore it “has sustained the burden of establishing that the sales 
5 proposed in its application are required by the public convenience and 
1 necessity.” In support of this contention Pan American first argues that its 
i evidence establishes that it “stands ready, willing, and able to perform each 
> of such contracts in accordance with the terms and provisions of such contracts 
t and for the duration thereof,” and to comply with the Act and the Com- 
» mission’s rules and regulations “as far as they are valid and applicable to 
Pan American.” Pan American then sets forth its reasons for asserting that 
y its proof establishes that its “proposed sales” are required by the public 
i convenience and necessity. 
. Pan American has established by the evidence that the sale aud delivery 
e of the gas involved in all 33 dockets are required by the public convenience 
f and necessity in the usual sense of the gas being made available to maintain 
e an adequate supply thereof for public consumption. The evidence shows that 
a Pan American is able and willing to continue all of these sales and, in so 
6 doing, “to conform to the provisions of the Act and the requirements, rules, 
and regulations of the Commission thereunder’”’;* but only for such periods 
° of time as are provided respectively in the 33 contracts involved in these 
y proceedings. Thus arises the issue of whether, under the facts and circum- 
di, stances here shown by the evidence, the public convenience and necessity 
2) require that Pan American be granted certificates limited in duration, respec- 
* tively, to terms concurrent with those of said contracts. 
* By contracting to sell, and thereafter selling and delivering pursuant to 
yy contract, its natural gas for resale in interstate commerce, Pan American 
ot voluntarily became a natural gas company subject to the jurisdiction of the 
al Commission." While its original applications here challenged this jurisdiction, 
such challenge has now been abandoned and Pan American no longer questions 
nu the jurisdiction of the Commission over the sales of natural gas here 
of involved. As a natural gas company, Pan American may not legally 
in abandon, without the permission of the Commission, any sale now being 
made under the effective rate schedules on file with the Commission, covering 
3 the sales sought to be certificated in the 33 dockets here consolidated.” Of 
“~ course, in these proceedings, Pan American does not seek permission to 
ons abandon any such sales at the present time; but, in effect, it is asking the 
ed Commission to surrender to it and to the purchasers with which it has 
= contracted to sell its gas, the authority which the Commission has, and is 
os duty-bound to exercise in the public interest, to determine when and under 
ie what circumstances any sale here involved may be abandoned. 
vm To anyone at all familiar with the operation of the natural gas industry, 
we the purpose of the provisions of Section 7(b) of the Act is most obvious: 
ae there must be maintained a continuous flow of gas from the fields of production 
ed to the points of public consumption. The Congress has armed the Commission 
on with Section 7(b) to assure this maintenance of continuous flow; and it has 
10d imposed upon the Commission the duty of conducting a hearing to determine 
ym- 






7 Quotation from Section 7(e) of the Act. 


®Phillips case shown in Note 2 above; Saturn Oil and Gas Co., Inc., v. F.P.C. 250 
F.2d 61. 


® Section 7(b) of the Act and Section 157.30 of the Commission’s Regulations. 
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whether a jurisdictional sale of gas has become unwarranted through depletion 
of the gas being sold and delivered, or whether for some other reason the 
abandonment of such sale is permitted by the present or future public 
convenience and necessity. This obvious Congressional intent would be 
thwarted if permission were given by the Commission either to the seller 
or the buyer to make this determination at his pleasure and in his own 
interests. If Pan American is entitled to have issued to it the requested 
certificates of limited duration, then every other independent producer would 
be entitled to receive certificates so limited; and there would then not exist 
the effective regulation of the producers of natural gas contemplated by the 
Act, as interpreted in the Phillips decision, supra. 

In its brief, Pan American argues that “Section 7(b) is not a limitation 
upon Section 7(c) and Section 7(e).” This is true in the sense that, in certain 
unusual circumstances, the Commission is not entirely precluded by Section 
7(b) from issuing a certificate of limited duration, if such “is or will be 
required by the present or future public convenience and necessity.” In 
other words, the Commission does have the authority to issue a certificate 
of limited duration when it determines that the issuance of such a certificate 
is required by the public convenience and necessity; and the Commission has 
exercised such authority in the past in the presence of facts and circumstances 
justifying such action.“ Considering together all of the provisions in the 
various subsections of Section 7 of the Act, it is quite obvious that the 
Commission’s policy of only issuing certificates of limited duration in the 
presence of unusual circumstances, is entireiy consistent with and, in fact 
definitely indicated by, these statutory provisions. If an applicant requests 
the issuance of a certificate of limited duration, the burden is squarely upon 
him to establish by competent evidence that there exist the facts and 
circumstances which would justify a determination by the Commission that 
such limited certificate was required by the public convenience and necessity. 
Pan American’s argument is untenable which urges that the Commission may 
not vary the certificate asked for except by attaching to the issuance thereof 
“reasonable terms and conditions” shown by evidence adduced by the pro- 
ponent of such terms and conditions that they are required by the public 
convenience and necessity. 

In the Matter of Continental Oil Company, Docket No. G—6436, 18 F.P.C. 528, 
the Commission clearly stated, in its order denying rehearing of October 24, 
1957, the purpose of its power under Section 7(b), and the extent of its 
authority to issue a certificate of public convenience and necessity of limited 
duration as follows: 

Continental objects to the issuance of a certificate of unlimited duration 
saying that the certificate should conform to the term of its gas sales 
contract with El Paso. It cites Sunray Mid-Continent Oil Company v. 
F.P.C., 239 F. 2d 97 (C.A. 10), in which the court held, as Continental 
points out, that this Commission had authority to issue certificates of 
limited duration, but also held that the Commission was not required to 
issue a certificate of limited duration saying that if the Commission was 
to have power to protect the public, it must be able to prevent the 
natural-gas companies abandoning service as they chose. In a proper 
ease the court said the Commission could grant a certificate of limited 


1 Quotation from Section 7(e) of the Act. 

11The brief of Staff Counsel cites a number of such cases which are reported in the 
F.P.C. Reports, among which are: Kansas-Nebraska Natural Gas Company, Docket No. 
G-421, 3 F.P.C. 841; and Texas Gas Transmission Corporation, Docket No. G—1408, 
9 F.P.C. 1062. 
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duration—that is where “legal, physical, financial or other factors” might 
warrant it, but the burden is on the applicant to establish such a case.* 
No reason is given by the applicant nor is there anything in the present 
record which would justify our limiting the duration of the certificate 
except the mere fact of the contract term, and that we do not consider 
sufficient, for if we based our action on that alone, we should lose 
substantial control over the abandonment of service. We have properly 
found that Continental is able and willing properly to do the acts and 
to perform the services proposed. This is entirely true as of the present. 
time. It becomes no less true that at some future time the contract 
may expire and Continental may be unable or unwilling to continue 
service. That problem can properly be approached only when it arises. 

2The agreement referred to in the application is dated June 23, 1949. It in- 
corporates the provisions of a prior agreement dated July 17, 1948, whose term 
runs fifteen years from June 1, 1948 “and thereafter from month to month until 
terminated by either party upon not less than sixty (60) days prior written notice 
to the other.” We agree with Continental that it is more accurate to refer to the 
June 23, 1949 agreement as the sales agreement rather than to the “contract dated 
July 17, 1948, as subsequently amended” as we did in our order. 

*The Supreme Court reversed the decision of the court of appeals on another 
ground. The Supreme Court held that the court of appeals, after holding the 
Commission had erred in deciding that it could not issue a certificate of limited 


duration, should have remanded the proceeding to the Commission instead of affirm- 
ing the Commission’s decision (Sunray Mid-Continent Oil Co. v. FPC, 353 U.S. 944). 


At the beginning of that section of its original brief entitled “Argument,” 
Pan American states its conclusions as to what is established by the evidence 
to constitute the basis for the issuance to it of a certificate of limited duration 
as follows: 

The evidence of record establishes that Pan American, bona fide, and 
after arm’s length bargaining negotiations, has entered into the various 
contracts for the sale of natural gas to the several purchasers; that 
the contracts reflect the respective needs of the several purchasers for 
natural gas; that the contracts reflect the extent to which Pan American 
was willing to undertake to sell a vital corporate asset—natural gas—to 
the respective purchasers; that the reasons and bases upon which such 
contracts of sales were entered into were of fundamental business and 
economic importance to Pan American; and that, upon the record, cer- 
tificates of public convenience and necessity must be issued as applied for. 
Granting, arguendo, that the evidence establishes what Pan American claims 
for it, as pointed out in the above quotation, there is still no evidence in this 
record sufficient to sustain Pan American’s burden to prove that certificates 
of limited duration are required in these proceedings by the public conven- 
ience and necessity. The statements in the above quotation may show the 
reasons why the contracting parties agreed to certain provisions of the 
contracts, but they show, in no sense, any requirement by the public 
convenience and necessity for the issuance here of a certificate of limited 
duration. 
_ After stating and arguing its untenable position that the Commission 
has no authority to vary the certificate applied for except by the attachment 
of a condition thereto, as explained above, Pan American proceeds with a 
discussion of the limitations upon the Commission’s power to attach “reasonable 
terms and conditions” to the issuance of a certificate, as provided in the 
last sentence of Section 7(e). There is, of course, no question that the 
Commission’s power so to attach conditions to a certificate is limited, and 
the Courts have so held. However, that question has no place in the 
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discussion here, as the Commission has no occasion here to exercise such power. 

It is fallacious to state that the Commission cannot vary the certificate 
applied for, if it be consistent with the terms of a gas purchase contract to 
which the applicant is a party. Section 7(e) specifically provides that the 
Commission may authorize “the whole or any part” of the certificate applied 
for. At another point in this same section it speaks of the necessity of a 
finding that the public convenience and necessity require, or will require, 
what is proposed in the application, “to the extent authorized by the certi- 
ficate.” These provisions clearly show a Congressional intent to empower the 
Commission to determine what part of an application is to be granted, and 
to impose upon the applicant, the burden of adducing for the record competent 
substantial evidence that the public convenience and necessity require the 
granting of everything proposed in his application for a certificate, if it is 
to be issued as prayed for. 

l’an American has failed to present any evidence showing that the present 
or future public convenience or necessity requires, or will require, the issuance 
to it of certificates of public convenience and necessity of limited duration, 
respectively, concurrent with the terms of the gas purchase contracts 
involved in the 33 dockets here consolidated. Therefore, certificates of 
indefinite duration are hereinafter ordered to be issued in all dockets here 
consolidated. 

All findings of fact or conclusions of law requested by any party to these 
proceedings, which have not been made hereinbefore, either specifically or 
in substance, are hereby denied. 


ORDER 


WHEREFORE, IT IS ORDERED, subject to review by the Commission 
on appeal, or review by the Commission on its own motion, as provided in 
its Rules of Practice and Procedure, that: 

(A) Certificates of public convenience and necessity of indefinite duration 
be and the same are hereby issued, in all of the dockets set forth in the 
caption hereof, upon the terms and conditions of this order, to Pan American 
Petroleum Corporation authorizing the sales by them to the various producers, 
respectively, as shown by the list thereof in the Appendix to this decision, 
which sales are more particularly described in the respective applications, 
together with the construction and operation of any facilities subject to 
the jurisdiction of the Commission, which may be necessary to effect said sales. 

(B) The grant of the certificates to the applicant herein shall not be 
construed as a determination of the justness or reasonableness of the initial 
or subsequent prices contained in the gas purchase contracts, or as a waiver 
of the requirements of Section 4 of the Natural Gas Act, or of Section 154 
of the Commission’s Regulations thereunder requiring the filing of rate 
schedules for services herein authorized; and it is without prejudice to any 
findings or orders which have been or may hereafter be made by the Com- 
mission in any proceeding now pending or which may hereafter be instituted 
by or against the applicants herein. Further, the action in these proceedings 
shall not foreclose or prejudice any future proceedings or objection relating 
to the operation of any price or related provision in the gas purchase contracts 
herein involved. 

(C) The issuance of the certificates in (A) above is made subject to all 
applicable provisions of the Natural Gas Act and of the Commission’s 
Regulations thereunder. 

DANIEL J. KEtLry, 
Presiding Examiner. 
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APPENDIX TO DECISION 





FPC Date of Expira- 
docket Field f contract Purchaser tion 
No. date 


G-4063.._| Little Buffalo Basin y 7/1/27 | een eae Utilities 7/1/59 
0. 
G-4065 Hastings-Turtle Bay and 4/29/48 | Texas Eastern 11/19/68 
Chocolate Bayou. 
G-4069__. J N. 6/1/50 | El Paso.._.._- 6/1/60 
G-4070...| E. Haynesville acinar 8/24/50 | Arkansas-La. Gas Co 10/1/70 
G-4072._.| Heard Ranch } 11/13/53 | Trunkline Gas Co---.-_.-- 7/7/58 
G-4452__- J i 3 4/3/51 | Miss. River Fuel 4/3/71 
G-4621...| So. Fullerton.........- ean 1/1/49 a Sie Soueaeeas 1/1/70 
G-4622._.| Levelland Texas 10/1/49 11/11/69 
Ee GS OOS SSE xas 4/23/53 Miss. River eR icccnsétes 10/26/71 
G-4627___| Slaughter 2/20/49 2/20/79 
G-4630._.| Woodlawn xas.- 2/4/52 | Miss. River F uel... 7/5/72 
G-4831._.| Old Ocean..........- ee 1/23/50 br Ill. Nat’l. Gas Pipe 12/2/71 
ine. 
G-4903...| East Bay City. --- Xe 7/15/48 | Tenn. Gas Trans. Co. 12/8/68 
G-5663_..| East Bay City ‘and Ham- f 8/21/52 | Texas Ill. Nat’l. Gas Pipe 2/1/74 
mon. Line. 
G-5709._.| North Lansing... -.-....-- ih aiscctteansty 9/20/50 | Arkansas-La. Gas Co-_.- 1/10/71 
G-5710...| Kelley Snyder ‘exas 11/1/53 | El Paso. -_- 11/1/73 
G-5713_..| Woodlawn. --- ..-| Texas. 12/10/52 | Miss. _River Pe ntiecnns 1/27/73 
G-6831...| Coquat, Goeble, Harris as... 12/2/49 4/1/71 
Claywest, Oakville. 
G-7486._.| Langlie-Mattix.____. ‘ N. Mex.......| 4/20/49 | hasten 5/1/69 
G-7494__.| Hendrick ‘ j ; 5. 4/1/49 ; 4/1/60 
G-7495_ N. E. Blanco...--....- N. I . é 9/26/52 | El P ae 1/1/74 
es 8 Ge ctdcnddscsddawenes 7/31/51 | E 4/1/72 
F600...) HemGriGht.... nnncecancads erika due 6/14/50 | Rycade Oil CI cnteswe 6/14/60 
G-7500._.| § y } palace 7/14/52 | El Paso-- ‘ 10/16/79 
Riverside ‘ exas () | Tenn. Gas Trans. Co-__... @) 
ss ‘exas_ 6/14/50 | Rycade Oil Corp-- 6/14/60 
G-7515__- Elk Basin | Mont.-Wyo-_. 9/12/57 a.“ weewerecs Utilities 5/1/63 





G-7517--- Whelan | Texas. Bees 8/7/47 | H. L. Hunt-- 8/7/67 

G-7518._- 5 4/13/49 | Arkansas-La. Gas Co---_-_- 3/30/65 

G-7525..- le Rosa. - -- -- Texas. cane 4/9/46 | Tenn. Gas. Trans. Co.. 11/1/61 

G-7532_..| New Mex. Federal Leases..| N. Mex._.--- 7/17/48 s! MA 

G-11479_.| Langlie-Mattix et al_- | N. Mex..... 8/7/51 | El Paso. | 

G-11969._| So. Blanco Pictured Cliffs, N. Mex 1/23/57 | Pacific Northwest ‘Pipe- 5/14/77 
Tapacito. line Corp, 

















1 No contract. 
2 Indefinite. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and John B. Hussey. 


BOARD OF MAYOR AND ALDERMEN OF MASON, TENNESSEE, DOCKET 
NO. G—13659 


ORDER REVERSING INITIAL DECISION OF PRESIDING EXAMINER 


(Issued June 19, 1959) 


On May 13, 1959, the presiding examiner issued his initial decision in the 
above-entitled proceeding by which he would require Trunkline Gas Company 
(Trunkline) under Section 7(a) of the Natural Gas Act (Act) to establish 
physical connection of its transportation facilities with certain proposed 
natural-gas facilities of the Town of Mason, Tennessee, and to sell to the 
Town of Mason a maximum of 185 Mcf of gas per day for resale to the public 
in the Town of Mason and environs. 

On June 2, 1959, Trunkline filed exceptions requesting that the said initial 
decision be reversed. Trunkline contends that the Town of Mason has not 
sustained its burden of proof of satisfying the requirements of Section 7(a), 
in that (1) the evidence does not show and the examiner did not find that 
the Town of Mason has a need for and will benefit from the rendition of this 
natural-gas service; (2) the evidence does not show that the project would 
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be economically feasible, notwithstanding the examiner’s finding that it 
would be; and (3) the evidence does not show that the project can be feasibly 
financed, notwithstanding the examiner’s finding that it could be. 

We conclude that on the facts of this case it cannot be found, as Section 
7(a) of the Act requires, that the service requested by the Town of Mason 
which the examiner would grant is necessary or desirable in the public 
interest. The Town of Mason is a small community with a relatively stable 
population of some 400, and with practically no industrial establishments. 
Thus it has no need for natural gas to meet the fuel demands for an increasing 
population or industrial growth. Nor does the town’s existing population 
have a need for gas. In fact, its present fuel needs are adequately and 
economically met by means of liquid propane, coal, oil, wood and electricity. In 
view of this fact, the need for and potential benefit from adding natural gas 
as an available fuel at the relatively high rates proposed by the applicant 
would be minimal. 

Nor can it be found that the project would be economically feasible. The 
examiner indicated that only the liquid propane users in the community could 
be considered as truly potential customers, which reasonably appears to be 
the case. However, a project serving only such customers would result in 
a debt service coverage ratio of materially less than the marginal 1.55 relied 
on by the applicant. The result could be that the citizens of the community 
would have to help support the project by taxes. Furthermore, although the 
examiner correctly found that there was no objection to the project by the 
residents, it is possible that objections would have been forthcoming from 
the residents if they had been apprised of the possibility of additional tax 
expense, and further apprised by the facts respecting actual gas rates and 
annual costs of gas under this project. 

The testimony that the project would be financeable was on the assumption 
that the project was economically feasible. Of course, without an economically 
feasible project, the prospect of feasibility financing it would be remote indeed. 


The Commission further finds: 


The presiding examiner’s initial decision issued herein on May 13, 1959, 
should be reversed. 


The Commission orders: 


The presiding examiner’s initial decision issued herein on May 13, 1959, is 
reversed. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Arthur Kline and John B. Hussey. 


CITIZENS UTILITIES COMPANY, DOCKETS NOS. E-6716 AND 6760 


ORDER DENYING APPLICATION FOR AMENDMENT OF PARAGRAPH (C) OF COMMISSION 
ORDER DENYING REHEARING 


(Issued June 19, 1959) 

On May 22, 1959, Citizens Utilities Company applied for an amendment of 
paragraph (C) of the Commission’s order issued April 3, 1959, 21 FPC 455, 
denying an application for rehearing on the Commission’s order issued Febru- 
ary 16, 1959, 21 FPC 233, requiring Citizens to apply for a license under the 
Federal Power Act for the continued operation and maintenance of its hydro- 
electric developments on the Clyde River in Vermont and on a tributary thereof. 
Specifically, Citizens seeks to have paragraph (C) of the order of April 3, 
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1959, amended so as to require the release of 35 cubic feet of water per second 
at Unit No. 11 diversion dam from April 3 to May 20, 1959 only, and for the 
same period of each year thereafter, during the pendency of a review of the 
proceedings. 

Paragraph (C) of the Commission’s order of April 3, 1959, requires that 
until further order of the Commission, Citizens shall release a minimum flow 
of 35 cubic feet of water per second through the sluice gate of its Unit No. 
11 diversion dam in the Clyde River from the date of issuance of that order 
through June 30, 1959, and thereafter each year from April 1 through June 
30 and during such additional period or periods as fish are spawning or 
migrating in the river below the Unit No. 11 diversion dam. 

The Fish and Game Service of the State of Vermont by letter of June 1, 
1959, has stated that to insure maximum survival of trout during spring 
spawning, it is necessary that no curtailment of the volume of flow required 
by the order of April 3, 1959 should be permitted. By letter dated June 19, 
1959, from the Secretary of the Interior, the United States Fish and Wild 
Life Service reports that adult rainbow trout usually enter the river from 
Lake Memphremagog during April and remain until the middle of May. 
Many rainbow trout eggs are not hatched until well past the middle of June. 
The river serves as a nursery area for these young fish. 

The Fish and Game Service of the State of Vermont and the Secretary of 
the Interior recommend that the minimum flow of 35 cubic feet per second be 
continued from April 1 through June 30 and that the application of Citizens 
Utilities Company for amendment of paragraph (C) of the Commission’s 
order of April 3, 1959, be denied. 


The Commission further finds: 


It is appropriate and in the public interest in carrying out the provisions 
of the Federal Power Act that the application for amendment of the 
Commission’s order of April 3, 1959, be denied. 
The Commission orders: 


The aforesaid application for amendment of the order of April 3, 1959, 
is hereby denied. 








Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and John B. Hussey. 


COASTAL TRANSMISSION CORPORATION AND SOUTHERN NATURAL 
GAS COMPANY, DOCKET NO. G-—17866 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued June 19, 1959) 

Coastal Transmission Corporation (Coastal), a Delaware corporation with 
a principal place of business in Houston, Texas, and Southern Natural Gas 
Company (Southern), a Delaware corporation with a principal place of busi- 
ness in Birmingham, Alabama, filed a joint application on February 17, 1959, 
and a supplement thereto on March 19, 1959, pursuant to Section 7 of the 
Natural Gas Act, for certificates of public convenience and necessity author- 
izing: 

Coastal to construct and operate approximately 50 feet of pipeline, and 
measuring and regulating facilities, to connect Coastal’s Bay Natchez-Mystic 
Bayou lateral with Southern’s Mystic Bayou lateral in the Mystic Bayou Field. 
St. Martin Parish, Louisiana, and a line tap on Coastal’s said lateral. 
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Southern to construct and operate a line tap on Southern’s Mystic Bayou 
lateral, and appurtenant facilities to permit delivery of gas by Coastal to 
Southern, and subsequent redelivery of gas from Southern to Coastal at such 
point. 

The foregoing facilities and operations are subject to the jurisdiction of 
the Commission, and are more fully described in the application on file with 
the Commission. 

The facilities will be used initially for the delivery of natural gas in daily 
volumes not to exceed 3000 Mcf by Coastal to Southern until Coastal’s main line 
facilities (authorized in Docket No. G—99600) go into operation, or until Janu- 
ary 1, 1961, whichever is sooner. Upon cessation of deliveries by Coastal, 
Southern will redeliver an equivalent volume to Coastal, but not at a greater 
daily rate than 5000 Mcf daily, without Coastal’s consent. 

Coastal has agreed to reimburse Southern for the cost of the facilities 
installed for the exchange operation. Southern will operate Coastal’s meas- 
uring facilities for a flat monthly charge of $428 during the period Coastal 
is delivering gas to Southern. Coastal expects to deliver 90,000 Mcf monthly 
to Southern during the exchange period operation, which total volume will 
be redelivered to Coastal by Southern at the monthly rate of 51,000 Mcf. 

Coastal and Southern have submitted to the Commission a description of 
the accounting entries proposed to be made on their respective books to 
record the accounting aspects of the exchange operation. 

The estimated cost of the proposed facilities of both Coastal and Southern 
is $38,000, which will be paid by Coastal out of current funds. 

Temporary authorizations were issued to Coastal and Southern on April 
10, 1959. 

Pursuant to due notice, a public hearing was held in Washington, D.C., 
on May 27 and June 15, 1959, respecting the matters involved in and the 
issues presented by the application and supplement, filed in Docket No. 
G-—17866. No petition to intervene or protest to the granting of the application 
has been received. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and that the Commission render a 
decision herein pursuant to Section 1.30(c)(1) of the Commission’s Rules 
of Practice and Procedure. 


The Commission finds: 


(1) Coastal Transmission Corporation, a Delaware corporation having its 
principal place of business in Houston, Texas, and Southern Natural Gas 
Company, a Delaware corporation with a principal place of business in Bir- 
mingham, Alabama, are “natural-gas companies” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities hereinbefore described, as more fully described in the 
application and exhibits in this proceeding, are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as integral parts of Coastal’s and Southern’s 
existing pipeline systems, and the construction and operation thereof by 
Coastal and Southern are subject to the requirements of Subsections (c) and 
(e) of Section 7 of the Natural Gas Act. 

(3) Coastal and Southern are able and willing properly to do the acts and 
to perform the services proposed and to conform to the provisions of the 
Natural Gas Act and the requirements, rules and regulations of the 
Commission thereunder. 
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(4) The proposed construction and operation of the facilities and exchange 
of natural gas by Coastal and Southern are required by the public conven- 
ience and necessity and certificates therefor should be issued as hereinafter 
ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c)(3), (c)(4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificates hereinafter issued to Coastal and 
Southern and to the exercise of the rights granted thereunder and that the 
time within which construction of the facilities authorized by this order 
shall be completed and in actual operation should be fixed at 3 months from 
the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure was unopposed by any party of record, 
and not having been denied by the Commission is granted pursuant to 
Section 1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Certificates of public convenience and necessity be and the same are 
hereby issued authorizing Coastal and Southern to construct and operate 
the facilities hereinbefore described and to exchange natural gas all as more 
fully described in the application in this proceeding and the exhibits appended 
thereto, for the transportation and sale of natural gas as therein set forth, 
subject to the jurisdiction of the Commission, upon the terms and conditions 
of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the issuance of the certificates granted in 
paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
is hereby fixed at 3 months from the date on which this order issues. 

(D) The issuance of this order is not to be interpreted as an acceptance of 
or approval of the method of accounting proposed by Coastal and Southern 
with reference to the recording of entries in their respective records regarding 
the exchange transaction. 


Before Commissioners: Jerome K. Kuydendall, Chairman; Frederick Stueck, 
Arthur Kline and John B. Hussey. 


THE PURE OIL COMPANY, DOCKET NO. G—17930 


ORDER DEFERRING RULING ON MOTION FOR RECONSIDERATION, DENYING APPEAL FROM 
RULING OF PRESIDING EXAMINER, DENYING MOTION FOR STAY OF PROCEEDING AND 
DENYING SUPPLEMENTAL MOTION FOR STAY OF PROCEEDING 


(Issued June 19, 1959) 

With respect to certain filings for proposed increased rates and charges by 
The Pure Oil Company (Pure), and issues raised thereby as noticed in three 
Commission orders issued herein and cited below, the current hearing in this 
proceeding involves two designated issues. Said issues hereinafter identified 


by reference to orders issued herein by the Commission, relate to favored- 
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nation provisions of Pure’s FPC Gas Rate Schedules No. 1, 3 and 28. 

Three motions filed herein by Pure and now considered are: First, a Motion 
For Reconsideration, For Oral Argument And For Leave To File Supporting 
Brief, filed on May 27, 1959. Second, on Appeal From Ruling Of Presiding 
Examiner And Motion For Stay Of Proceeding, filed on June 2, 1959. Third, 
a Supplement To Appeal From Ruling Of Presiding Examiner And Motion 
For Stay Of Proceedings, filed on June 11, 1959. 

Three orders among others previously issued herein and bearing upon the 
above-identified motions filed by Pure are: 

First, an Order For Hearing And Suspending Proposed Changes In Rates, 
issued February 27, 1959, and giving notice, among other things, that Pure’s 
proposed changes in rates and charges herein had become subject to public 
hearing pursuant to the provisions of the Natural Gas Act. 

Second, an Order Designating Issues To Be Heard And Fixing Date Of 
Hearing, issued herein March 27, 1959, the designated issue being whether there 
exists legal justification for the tender and acceptance for filing of any or all 
of Pure’s proposed increased rates and charges as set forth in paragraph (B) 
of said order. 

Third, an Order Amending Order By Designation of Additional Issue To Be 
Heard, issued herein May 12, 1959, such additional issue being whether the 
favored-national provisions contained in Pure’s FPC Gas Rate Schedules No. 
1, 3 and 28 are void or voidable as contrary to public interest. 

Hearing herein began May 28, 1959, at which time the Presiding Examiner 
advised Pure that Pure’s motion for reconsideration filed on May 27, 1959, 
constituted part of the pleadings and that a ruling thereon would be made 
as a part of the Presiding Examiner’s initial decision in this proceeding. 

On June 2, 1959, the hearing herein was recessed to reconvene on June 29, 
1959, in order to provide 27 days for preparation by Pure. 

Pure’s first motion presents, among others, the contentions: (1) That in a 
Section 4(e) proceeding the Commission lacks both the duty and the power 
to determine whether the favored-nation provisions in Pure’s FPC Gas 
Rate Schedules are void or voidable as contrary to public interest; (2) That 
said power and duty reside with the Congress because of their non-delegation 
to the Commission; (8) That the sole issue to be tried is whether the rates 
under review are “just and reasonable”; (4) That the Act as construed in 
the Mobile’ and Memphis’ decisions does not abrogate the power of gas com- 
panies to change their rates, but merely subjects rates to review under the 
“just and reasonable” standard; (5) That in consequence of the foregoing 
the trial of the public-interest issue and decision thereon would deny Pure its 
alleged right to a review under the “just and reasonable” standard and there- 
fore deprive Pure of its “basic rights to due process .. .” 

It appears that the filing of a proposed change in rates under Section 4 of 
the Act cannot be used to constrict the powers of the Commission, nor to 
deprive the standard “just and reasonable” of its constituent element “public 
interest”. 

Pure’s second motion, its appeal from the ruling of the Presiding Examiner 
and motion for stay presents, among other things, a reiteration of contentions 
in Pure’s first motion, as noted above; lists a wide range of subjects to be 


1 United Gas Pipe Line Company v. Mobile Gas Service, 350 U.S. 332. 


2 United Gas Pipe Line Company v. Memphis Light, Gag and Water Division, et al., 358 
U.S. 103. 
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studied by economists and others, said subjects being allegedly relevant to 
Pure’s need to spend “huge sums” to prepare its justification and support of 
its favored-nation clauses; and states that at least eight months are necessary 
for such preparatory studies. 

Pure’s third motion, its supplemental motion for stay, presents, among other 
things, what appears to be this proposal: That if stay be granted under cer- 
tain conditions, Pure will not make “any motion to place the rates involved 
herein in effect until the Commission has decided said motion for reconsidera- 
tion or until November 1, 1959, whichever is earlier” and that Pure, when 
ultimately filing motions to place the rates in effect, will request that the 
effective date be August 2, 1959, the date of expiration of the five-month 
period when, by statutory provision, suspended rates might be made effective 
absent hearing and adverse decision. 

On June 8, 1959, Southern California Gas Company and Southern Counties 
Gas Company of California, interveners, filed a joint reply to Pure’s motion 
for stay. Summarily stated, it is the position of these interveners that: 

1. Pure Oil has had adequate time and notice to prepare to meet the issues 
presented in this proceeding. 

2. It is essential in the public interest that the hearings herein be concluded 
as rapidly as possible. 

8. The Commission is fully empowered to make the investigation required 
in order to determine the extent of its jurisdiction in the first instance. 

4. There is no objection to a further postponement of the hearings involved 
here to the extent that Pure Oil agrees to defer putting its increased rates 
into effect. 

It appears that orders issued herein have regard for due process, adminis- 
trative and judicial. It appears that in consideration of the circumstances, 
the Commission should not disturb the ruling of the Presiding Examiner and 
should deny Pure’s motions denominated as second and third above. 


The Commission finds: 


(1) Pure’s Motion for Reconsideration, for Oral Argument, and for Leave 
to File Supporting Brief, filed herein on May 27, 1959, should be referred to 
the Presiding Examiner for ruling as a part of his initial decision at the con- 
clusion of the hearing, as hereinafter ordered. 

(2) Pure’s Appeal From Ruling of Presiding Examiner and for Stay of 
Proceeding filed herein on June 2, 1959, should be denied, as hereinafter 
ordered. 

(3) Pure’s Supplement to Appeal from Ruling of Presiding Examiner and 
Motion for Stay of Proceedings, filed herein on June 11, 1959, should be 
denied as hereinafter ordered. 


The Commission orders: 


(A) Pure’s Motion for Reconsideration, for Oral Argument, and for Leave 
to File Supporting Brief filed herein on May 27, 1959, is hereby referred to 
the Presiding Examiner for ruling as a part of his initial decision at the 
conclusion of the hearing in this proceeding. 

(B) Pure’s Appeal from Ruling of Presiding Examiner and Motion for Stay 
of Proceeding filed herein on June 2, 1959, is hereby denied. 

(C) Pure’s Supplement to Appeal from Ruling of Presiding Examiner and 
Motion for Stay of Proceedings, filed herein on June 11, 1959, is hereby denied. 

Commissioner Hussey not participating. 
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TEXAS EASTERN TRANSMISSION CORPORATION, DOCKET NO. G-12446; 
TEXAS EASTERN TRANSMISSION CORPORATION (FORMERLY 
TEXAS EASTERN PENN-JERSEY TRANSMISSION CORPORATION), 
DOCKET NO. G—12447*; CONTINENTAL OIL COMPANY, DOCKET NO. 
G-12432 

OPINION AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 

AND MODIFYING AND ADOPTING INITIAL DECISION OF PRESIDING EXAMINER 


(Issued June 23, 1959) * 
Syllabus 





1. In order to justify certification of Texas Eastern’s modified project, it is 
not necessary to inquire into the producer costs in order to justify the 
cost to Texas Eastern of acquiring the Rayne Field leases. P. 864. 

2. Commission finds no objections to Texas Eastern’s acquisition of the Rayne 
Field leases of such materiality as to offset the public benefits thereof, and 
justify denial of Texas Eastern’s project. P. 867. 

3. Commission issues certificate of public convenience and necessity under Sec- 
tion 7 of the Natural Gas Act to Texas Eastern. P. 867. 

Commissioner CONNOLE not participating. 

Jack D. Head, W. D. Deakins, Jr., Frank E. Trobaugh, Charles E. McGee, 
Francis H. Caskin, and R. EZ. Christiansen for Texas Eastern Transmission 
Corp. and Texas Eastern Penn-Jersey Transmission Corp. 

Roland B. Voight and Gene Woodjin for Continental Oil Co. 

D.C. Wertz for M. H. Marr. 

Herf M. Weinert, Martin A. Row and Robert FE. May for Sun Oil Co. 

D. F. Morse for General Crude Oil Co. 

Kent A. Brown, Lawrence M. De Vore, Barbara M. Suchow, and Charles J. 
Coz for Public Service Commission of the State of New York. 

W. F. Laird, Brooks E. Smith, William C. Hart and Frederick Clark for 
Ohio Fuel Gas Co. 

William Anderson, Brooks E. Smith, William C. Hart and Frederick Clark 
for Manufacturers Light and Heat Co. 

Christopher T. Boland, Thomas F. Brosman, Thomas F. Ryan and William 
HE. Feldhaus for Texas Gas Transmission Corp. 

Edward 8S. Kirby, J. Harry Mulhern, James R. Lacey, William R. Duff and 
Frederick M. Broadfoot for Public Service Electric and Gas Co. 

J. David Mann, Edwin F. Russell, Robert B. Lisle and Harry G. Hill, Jr., 
for Brooklyn Union Gas Co. 

John T. Brown and Donald I. Moritz for Equitable Gas Co. 

Vincent P. McDevitt, Eugene J. Bradley and Samuel G. Miller for Phila- 
delphia Electric Co. 

C. W. Cooper, George C. Williams and Norman A. Flaningam for Consoli- 
dated Natural Gas System Companies. 

J. David Mann, Jr., and John EZ. Holtzinger, Jr., for United Gas Improve- 
ment Co. 

William M. Wherry for Elizabethtown Consolidated Gas Co. 

Sidney M. Schreiber for New Jersey Natural Gas Co. 

Orson L. Huntsman for the staff of the Federal Power Commission. 






1Texas Eastern Penn-Jersey Transmission Corporation (Penn-Jersey) filed the ap- 
plication in Docket No. G—12447. This company, which was a wholly-owned subsidiary 
of Texas Eastern, has since merged with Texas Eastern, pursuant to Commission auth- 
orization in Docket No. G-14870; and reference to Texas Eastern or to its application 
herein includes, where appropriate, reference to Penn-Jersey or to its application. 

* Designated Commission Opinion No. 322. Initial decision appears on p. 869. 

Rehearing denied by order issued August 21, 1959. Remanded; Public Service Commis- 
sion of New York vy. F.P.C., 287 F. 2d 143 (1960). [See Opinion No. 378, upon remand, 
29 FPC 249.] 
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Before Commissioners: Jerome K. Kuydendall, Chairman; Frederick Stueck, 
Arthur Kline and John B. Hussey. 


OPINION 


Texas Eastern Transmission Corporation (Texas Eastern) here seeks a cer- 
tificate of public convenience and necessity under subsections (c) and (e) 
of Section 7 of the Natural Gas Act (Act) authorizing the expansion of its 
pipeline system capacity north and east of Opelousas, Louisiana by 101,660 
Mcf per day (14.73 psia), to render additional service to eleven existing 
customers.” The basic question in this case, before us on the omission of the 
intermediate decision procedure, is whether Texas Eastern’s project in its 
present modified form, including reliance on Texas Eastern’s acquisition of the 
Rayne Field leases instead of its purchase of the gas therefrom under gas 
purchase contracts with the producers, is required by the public convenience 
and necessity and otherwise meets the requirements of Section 7(e) of the Act. 

This is the second stage in these proceedings. In the first stage, the four 
producers which proposed to supply Texas Eastern the gas for this service— 
Continental Oil Company (Continental), M. H. Marr (Marr), Sun Oil Com- 
pany (Sun) and General Crude Oil Company (General Crude)—sought certifi- 
cates to sell Texas Eastern gas produced in the Rayne Field in Acadia Parish 
in southern Louisiana. The Rayne Field is one of the few large and fully 
developed gas reserves not presently committed to and serving a market. The 
gas purchase contracts provided for an initial price to Texas Eastern of 22.6 
cents per Mcf, plus 1.3 cents tax reimbursement. 

Relying on this gas as a part of its gas supply, Texas Eastern proposed 
by means of additional facilities estimated to cost approximately $48,600,000, 
to expand its system, which extends from gas fields in Louisiana and east 
Texas, in order to render increased service to existing customers principally 
in the middle Atlantic states. 

A hearing was had on these applications and by his initial decision issued 
April 15, 1958, the presiding examiner would have granted these proposals 
of Texas Eastern and the producers. Exceptions were filed by staff counsel, 
certain distributing company customers of Texas Eastern, and the New York 
Public Service Commission, objecting principally to the examiner’s conclusion 
that the public convenience and necessity required certification of these proj- 
ects at the initial prices provided for in the producer contracts, and his refusal 
to attach a condition to the producer certificates reducing those prices. 

While the matter was pending before the Commission on these exceptions, 
Texas Eastern was negotiating with the producers for changes in their con- 
tracts, and it initiated the second stage of these proceedings by filing on 
September 8, 1958, a petition to reopen the hearing and to amend its certificate 
applications. In support of this request, the company stated that after excep- 
tions had been filed to the examiner’s decision, three of the producers—Sun, 
General Crude and Marr—had served notice of cancellation of their gas sales 
contracts with Texas Eastern and filed notice of the withdrawal of their cer- 
tificate applications. These contracts cover approximately 45 percent of the 
total Rayne Field gas reserves underlying Texas Eastern’s project. Texas 
Eastern stated that it had negotiated with the producers for the purchase 
of the leasehold interests formerly committed to the contract between them 
and Texas Eastern. It stated that the necessary final documents were being 
prepared, and requested opportunity to show in the reopened proceedings the 


2The customer companies and the volumes of gas they will receive are set forth in 
ordering paragraph (A) hereinafter. 
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benefits to the public which would accrue from this arrangement. In addi- 
tion, Texas Eastern stated that it desired to modify the design of certain 
of its facilities, and requested opportunity to substantiate the proposed modi- 
fications. It also requested temporary authority to construct the facilities it 
proposed, as modified. 

Thereafter, Texas Eastern modified its lease purchase agreements with the 
producers on two different occasions, eventually entering into agreements to 
acquire the gas, as set forth in the Second and Third Supplements to its 
petition to reopen hearing filed on December 5 and 15, 1958, respectively. 
In the latter filing, Texas Eastern advised the Commission that it had acquired 
the right to purchase the entire working interest of Continental, Marr, Sun 
and General Crude in the Rayne Field leases, under the terms and conditions 
of the final Lease Purchase Agreement dated December 4, 1958, which it filed 
with the Commission. 

There was no opposition to these supplemental petitions and by order issued 
February 19, 1959, we reopened the proceedings for the reception of evidence 
upon the Lease Purchase Agreement dated December 4, 1958, and upon the 
proposed modifications to Texas Eastern’s facilities. 

Hearings were had in the reopened proceedings in March, 1959, and there 
being no opposition thereto, by order issued April 6, 1959, we granted Texas 
Eastern’s motion to omit the intermediate decision procedure, bringing the 
case before us for decision. 

On December 5, 1958, we had granted Texas Eastern temporary authority 
to construct and operate certain facilities which, with facilities previously 
authorized on a temporary basis, enabled the company to increase the maxi- 
mum daily delivery capacity of its system by 101,660 Mcf of gas per day. We 
did not grant Texas Eastern authority to construct and operate the facilities 
to attach the Rayne Field reserves, however. 


THE PUBLIC CONVENIENCE AND NECESSITY 


In his initial decision issued April 15, 1958, the presiding examiner con- 
cluded that certificates should issue to Texas Eastern and the producers 
authorizing the projects they then proposed. Except as to two matters here- 
inafter disposed of,® exceptions to the examiner’s decision were directed solely 
to his conclusion that the producers’ sales were required by the public con- 
venience and necessity at the 22.6-cent initial price proposed, and to the 
several questions related to this issue. The producer applications have now 
been withdrawn, excluding Continental’s, and except for the proposed acquisi- 
tion of the Rayne Field leases, Texas Eastern’s project remains in most basic 
respects unchanged by the amendments the company proposed in the reopened 
hearing. 

We conclude that the findings and conclusions of the presiding examiner 
which are still applicable to Texas Eastern’s modified project are correct and 
substantially supported by the evidence and we shall adopt them as our own. 
As to the modifications proposed by Texas Eastern, in our judgment the modi- 
fied project; as evidenced by the earlier record and the record in the reopened 
hearing, is in each of its several aspects required by the public convenience and 
necessity and otherwise meets the requirements of the Act. 





*One of the producers, Sun, excepted to the examiner’s attaching conditions to the 
producer certificates requiring the filing of applications for rate increases for future 
escalation increases. In the light of this opinion this question is now moot. In 
addition, exceptions were filed to the lack of any findings by the examiner with respect 


to the economic feasibility of Texas Eastern’s project. This matter is discussed herein- 
after. 
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Markets and financing.—We find, as did the examiner, that there is a market 
for the additional volumes of gas which Texas Eastern will make available 
by means of the additional facilities proposed herein. No party has expressed 
any opposition to the sales to the distributing companies in the volumes and 
at the prices proposed by Texas Eastern under the modified proposal. Like- 
wise, the evidence demonstrates and we find that Texas Eastern’s ability to 
finance the proposed facilities, as modified, is sufficiently well-established for 
purposes of this proceeding ; in fact, a considerable portion of the facilities had 
been constructed under temporary authorization at the time of the reopened 
proceedings. 

Facilities—We also find that the facilities proposed by Texas Eastern, as 
modified, are adequate to transport the additional volumes of gas, and their 
design and estimated cost are reasonable.‘ No opposition has been expressed 
thereto by any party. The modifications proposed and supported at the re- 
opened hearing result from the present availability of pipe which the company 
could not secure earlier, and the modified facilities have several advantages 
over the previous design. Although estimated capital costs for the facilities 
proposed by Texas Eastern are increased by $456,000 to a total of $49,088,000, 
the record shows that annual operating and maintenance expenses will be 
reduced approximately $358,100 as a result of the elimination of the com- 
pression at both the Wheelersburg and Berne Stations on the Texas Eastern 
system and Station E on the former Penn-Jersey system and the substitution 
of the pipeline loops therefor. In addition, there will be a reduction in cost 
of $260,000 resulting from a reduction in gas used for compressor station 
fuel, so that the total estimated savings under the modified proposal will 
approximate $618,000 annually. 

Gas supply and acquisition of Rayne Field reserves.—Turning to the ques- 
tion of gas supply, as indicated previously, Texas Eastern proposed at the first 
hearing to secure the gas for its project from four producers in the Rayne 
Field, at an initial price of 22.6 cents per Mcf, plus 1.3 cents tax reimburse- 
ment, with contract escalations as enumerated below. However, Texas Eastern 
now proposes to supply the project’s gas needs by purchasing the oil and 
gas leases and related properties of Continental, Sun, Marr, and General Crude 
(hereinafter referred to as Continental, e¢ al.), insofar as they apply to the 
proved reserves. 

The three companies which filed exceptions to the examiner’s decision ob- 
jecting to the producer prices for gas under Texas Eastern’s original pro- 
posal interposed no objection to the acquisition of and reliance on the Rayne 
Field reserves by Texas Eastern, either from the point of view of the price 


*Texas Eastern would modify its project by the following changes in the main-line 
facilities described on page 872 of the presiding examiner's initial decision issued April 
15, 1958, as more fully set forth in the company’s application, as amended: 

1. Construct 12.5 miles of 30’’ pipeline loop on the intake side of the Wheelersburg, 
Ohio, compressor station and eliminate one 7,600 H.P. gas turbine driven centrifugal 
compressor previously proposed to be installed at Wheelersburg, Ohio. 

2. Construct 16.3 miles of 30’’ pipeline loop on the intake side of the Berne, Ohio, 
compressor station and eliminate one 7,600 H.P. gas turbine driven centrifugal com- 
pressor previously proposed to be installed at Berne, Ohio. 

3. Install an additional 13,600 H.P. in the Union Church Station, Jefferson County, 
Mississippi, instead of 12,300 H.P. as previously proposed, making a total horsepower 
at that station of 16,210 in place of 14,910. 

4. Respecting the facilities proposed in the application of Penn-Jersey and as 
described on page 8 of the examiner’s decision aforesaid, construct 12.5 miles of 30’ 
pipeline loop between the compressor station at Bechtelville, Pennsylvania, and Lambert- 
ville, New Jersey, and eliminate one 13,400 H.P. gas turbine driven centrifugal compres- 
sor station previously proposed to be installed at Station E, Bucks County, Pennsylvania. 
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of gas to the company under its revised proposal or otherwise. Virtually the 
only opposition to Texas Eastern’s revised project comes from the New York 
Public Service Commission. In essence, the New York Commission’s position 
appears to be that in order to justify certification of Texas Eastern’s modified 
project, a record must be made justifying the cost to Texas Eastern of the 
Rayne Field leases, which showing in turn must be based on a justification of 
the costs thereof to the producers. Thus the New York Commission requests 
that this proceeding be remanded to the examiner to “determine upon what 
price for the acquisition of the Rayne Field leaseholds, public convenience and 
necessity would require authorization of the related construction herein pro- 
posed by Texas Eastern,” contending that this is “the Commission’s only 
opportunity to require producer disclosure of the costs associated with this 
gas and their relation to the sale price” of these leases. 

In our judgment, the record in this case amply supports the conclusion 
that the elements of public convenience and necessity are satisfied by Texas 
Eastern’s modified project, without examining into the cost to Texas Eastern 
of the Rayne Field leases to the extent advocated by the New York Commis- 
sion. Texas Eastern has not filed an application for a certificate authorizing 
the acquisition of the Rayne Field leases and we have no authority to issue 
such a certificate. However, we have considered all the circumstances per- 
taining to the company’s acquisition of the Rayne Field leases and the effects 
of this transaction on the need and convenience of the public proposed to be 
served, including the extent and accessibility of this gas supply; the benefits 
thereof in enabling Texas Eastern to meet consumer demands; the terms and 
conditions of the lease sale and purchase agreements including the price to 
Texas Eastern of the gas thereunder; the claimed savings accruing to Texas 
Eastern from acquiring the leases rather than purchasing the gas under gas 
purchase contracts; and the other factors present here. And we conclude that 
the company’s modified project, as it would include and rely on the acquisi- 
tion of the Rayne Field leases, is required by the public convenience and 
necessity and otherwise meets the requirements of Section 7(e) of the Act. 

First summarizing briefly the arrangement under which Texas Eastern 
would purchase the Rayne Field leases, the pertinent agreements are con- 
tained in Exhibit M-14, et seq., in the reopened proceedings. Louisiana Gas 
Corporation, a Delaware corporation which Texas Eastern caused to be formed 
for the purpose, is to acquire from Continental, et al., under a Lease Sale 
Agreement dated December 4, 1958, between these parties (Exh. M-14 I), all 
the oil, gas and mineral leases, the surface leases, options and rights-of-way, 
together with all wells and related lease and well equipment (surface and 
subsurface), gathering and flow lines, etc., owned by Continental, et al., in 
the. Rayne Field. Continental, et al., will convey its rights in the leases under 
the terms of the Assignment and Conveyance (Exh. M-14 1), at the time the 
four conditions set out in Exhibit M-14 I, page 1, are met or waived.® At that 


5 These conditions require (1) approval by Louisiana Gas Corporation of Continental, 
et al.’s title to the leasehold interests: (2) receipt by Continental, et al. from the 
Internal Revenue Service of a ruling in writing that the gain from the sale of the 
leasehold interests will be considered a gain from the sale of a capital asset held 
more than six months under Section 1231 of the Internal Revenue Code of 
1954: (3) issuance by the Federal Power Commission of certificates, satisfactory to 
Continental, et al. and Louisiana Gas Corporation, necessary to enable the taking of 
Louisiana Gas Corporation’s gas from the Rayne Field and transporting it to market; 
and (4) the securing by Continental, et al. of the dismissal of their certificate applica- 
tions filed with the Commission for the sale of gas to Texas Eastern as proposed in 
the earlier proceeding. 

It appears that of these conditions, the only ones remaining to be met are (3) with 
respect to the four producers and (4) with respect to Continental alone. 
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time Louisiana Gas will pay to Continental, et al., the sum of $12,420,500 in 
cash and will simultaneously make 16 serial promissory notes to each of the 
sellers payable over a 16-year period in the total amount of $121,975,200 as the 
balance of the purchase price for the leases (Exh. M-21). The notes will be 
secured by an Act of Mortgage and Pledge (Exh. M-20), which will be 
executed by Louisiana Gas Corporation to each of the sellers to secure the 
payment of the notes. Continental, eé# al., will retain a production payment 
out of the liquids produced with the gas and will also reserve the leasehold 
rights as to oil and deeper gas production.® 

By the terms of the Lease Purchase Agreement (Exh. M-14), Louisiana 
Gas will in turn assign and convey the leaseholds and other interests it 
acquires from Continental, et al., to Texas Eastern for a cash consideration 
of $12,420,500 payable at the time of closing. In the Form of Conveyance 
from Louisiana Gas to Texas Eastern (Exh. M-14 II), it is provided that the 
properties and interests acquired by Louisiana Gas from Continental, e¢ al., will 
be conveyed to Texas Eastern subject to (a) the reservations, terms and pro- 
visions of the Assignment and Conveyance from Continental, et al., to Louisi- 
ana Gas, and (b) the Acts of Mortgage and Pledge covering the properties 
and interests conveyed, executed by Louisiana Gas to secure Continental, et al., 
in the payment of the promissory notes in the principal sum of $121,975,200.’ 
The conveyance to Texas Eastern will be subject to the obligation of the 
promissory notes, the Acts of Mortgage and Pledge securing the payment 
thereof and a Vendor’s Lien and Privilege of Continental, et al. However, it is 
expressly provided that Texas Eastern does not assume any personal liability 
on the notes or agree to pay any deficiency in the event of foreclosure. 

From the point of view of adequacy of gas supply, we find that with the 
additions Texas Eastern proposes, including those referred to in the examiner’s 
decision, the company’s gas supply will be reasonably adequate in reserves 
and deliverability to support the service proposed and the demands on the 
company’s system. 

The Rayne Field leases alone are extremely important and desirable addi- 
tions to the company’s gas supply. The Rayne Field, with recoverable reserves 
estimated at 988,771,000 Mcf of gas, contains one of the largest single reserves 
in southern Louisiana. Further, there was evidence of possible additional 
reserves in untested sands covered by the lease rights to be acquired by the 
company. Thus there is a good probability that the unit cost of gas to Texas 
Eastern from the Rayne Field reserves will be even less than the cost com- 
puted by the company on the record herein, as discussed below, with conse- 
quent additional benefits to the consumer. 





*The pertinent provisions of the agreement as to these reserved richts are as fdMows 


(Exh. M-14 I): (1) All leasehold rights below the Nodosaria “A” Sand (which is the 
deepest known productive sand), and all leasehold rights to the oil and other minerals, 
except gas and condensate, are reserved by Continental, ef al. (2) The production pay- 
ment reserved by Continental, et al., covers the separator liquids and natural gas 
liquids and is owned and payable in the proportions which Continental, et al., own in 
the leasehold rights which are to be conveyed. (3) Texas Bastern will be entitled to 
deduct from the production payment an amount sufficient to recover the cost of pro- 
ducing and operating the leasehold rights, gathering lines and separator facilities and 
all taxes levied against the separator liquids plus a fixed sum of $4,000 per month. 
The production payment will continue in effect until the gas produced and saved equals 
613,406,770 Mcf measured after the condensate has been removed. Thereafter the pro- 
duction payment will cease and Texas Eastern then will be entitled to retain the full 
amount of the proceeds from the sale of liquids. 

7Texas Eastern will also pay an estimated $46,669,300 for the royalty and minority 
interest portion of the leases at an assumed average price of 22.6 cents per Mef of gas. 
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Furthermore, the leases are reasonably convenient to Texas Eastern’s pipe- 
line, the Rayne Field being only some 22 miles south of Texas Eastern’s 30-inch 
Beaumont to Kosciusko tie line. Thus the company will be able to connect this 
major gas reserve to its system for a relatively small amount, as contrasted 
with the many millions of dollars of capital costs involved in laying laterals 
to the offshore and bay water locations of the only comparable uncommitted 
gas reserves in Louisiana. Moreover, deliveries can commence as soon as 
this connecting line is constructed. 

In addition, in considering Texas Eastern’s modified project, the desires 
and needs of the company’s customers must be kept in mind, as well as the 
effects on them of the modifications proposed. Texas Eastern is no longer 
relying on the gas purchase contracts with the producers which were formerly 
available to it, and on this record, if the Rayne Field gas is to be made 
available to Texas Eastern’s system, it will be on the basis of the lease acquisi- 
tion agreements which underlie the modified project. As discussed herein- 
above, there is a market demand for the gas Texas Eastern proposes to sell 
herein. The sales by Texas Eastern to its eleven distributing company cus- 
tomers will be made under long-term service agreements and firm rate 
schedules. Indeed, in the reopened hearing, the three customer companies which 
opposed the original gas purchase contracts did not renew their opposition 
in the face of Texas Eastern’s revised proposal involving purchase of the Rayne 
Field leases. It would be contrary to the public interest to deny the means 
for meeting this consumer demand without strong and compelling reasons— 
reasons which, in our judgment, are lacking in this case. 

Further from the point of view of price, Texas Eastern adduced evidence 
to show that its unit cost of producing the Rayne Field gas will be less than 
the initial price for gas of 22.6 cents per Mcf under the original sales contracts 
with the producers. Texas Eastern’s cost of producing the gas attributable 
to the working interests in the leases to be purchased from Continental, et al., 
exclusive of return and related taxes, would be approximately 17.15 cents 
per Mcf, according to this evidence. At an assumed 6% percent rate 
of return plus related taxes,® the average cost to Texas Eastern of such 
gas would be 19.45 cents per Mcf. Further, employing Texas Eastern’s esti- 
mate of 22.6 cents per Mcf as the maximum amount it would have to pay for 
royalty and minority interest gas, Texas Eastern’s average cost of producing 
the Rayne Field gas would be 20.59 cents per Mcf, which is 2.01 cents per 
Mcf less than the initial price the producers originally proposed. 

It is unsound to unqualifiedly characterize this 2.01 cents differential as 
a “saving” to Texas Eastern over the price for the gas under the original 
gas purchase contracts with the producers, since there is no basis for assum- 
ing that we would have certificated the producer sales at the initial price 
previously proposed. There is no question, however, but that, as stated above, 
the gas produced from the Rayne Field leases will be available at a cost of at 
least 2.01 cents per Mcf less than the initial price under the producer contracts; 
and the difference will be even more favorable to Texas Eastern if, as is 
reasonable to assume, the reserves are greater than presently anticipated. 

Furthermore, the price Texas Eastern will pay for the Rayne Field leases 
is fixed for all production from this field, and is not subject to the annual 
price escalations and indeterminate price increases provided for in the gas 
purchase contracts. The contracts provided for a fixed price escalation of 


®The company’s computations were based on this figure and our use of it here is 
not to be interpreted as approval of this rate of return or claimed taxes for rate-making 
purposes, If the figure were reduced, the cost for this gas would be reduced also. 
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4 mills per Mcf on November 1 of each year resulting in a terminal contract 
price of 31.5 cents per Mcf and an average price of 26.6 cents per Mcf. The 
contract also prescribed price redeterminations at the end of each five-year 
contract period.® 

The public will otherwise benefit from Texas Eastern’s acquiring these leases 
instead of purchasing the gas under the producer sales contracts. For exam- 
ple, Texas Eastern will acquire control over the rate of production, and the 
minimum take or pay for provisions of the gas purchase contracts will be 
eliminated, thereby increasing the flexibility of the company’s overall pipeline 
operations. Further, since the purchase of the leases is not a contract to 
purchase gas, the price paid for the leases cannot have a disruptive effect on 
area prices by triggering favored nation or price redetermination clauses in 
Texas Eastern’s or any other pipeline company’s contracts. Other benefits also 
exist. 

We find no objections to Texas Eastern’s acquisition of the Rayne Field 
leases of such materiality as to offset the public benefits thereof and justify 
denial of Texas Eastern’s project in this proceeding. Needless to say, a large 
number of natural-gas companies rely to a considerable extent for their sup- 
plies of gas on company-owned reserves, and the manner in which Texas 
Eastern’s arrangements for the purchase of the leases were consummated is 
not unique in the gas and oil business, Texas Eastern’s primary reason for 
handling the arrangement through an intermediary corporation, Louisiana Gas 
Corporation, was so it would not have any liability for the amount of the 
notes on its books. There was no evidence or implication that the negotiations 
leading to the lease purchase and sale agreements were anything but arm’s- 
length and we find that they were arrived at on the basis of arm’s-length 
bargaining. Weighing together all the elements of the public convenience and 
necessity, we find that the facts of this case justify the issuance of a certificate 
authorizing the modified project proposed herein by Texas Eastern, and that 
the objections of the New York Commission should be denied. 

Economic feasibility—Texas Eastern supported the feasibility of its project 
at the initial hearing by evidence showing estimated rates of return to the 
company for the first three years of service after the proposed facilities are 
constructed, assuming that the facilities would be in operation on September 
1, 1958. Although Texas Eastern’s computations show rates of return of 4.91 
percent, 4.85 percent and 4.56 percent for the years 1959, 1960 and 1961, re- 
spectively, on a systemwide basis, these rates of return relate not solely to the 
facilities proposed in the subject dockets but rather to the entire system, 
including the addition proposed herein. The $49,088,000 investment in pipeline 
facilities proposed herein are a relatively small part of Texas Eastern’s plant 
investment of $740,106,000 at the end of 1958, and would not of themselves 
cause a disproportionate reduction in the overall system rate of return. Texas 
Eastern also adduced evidence indicating that if the proposed rates in its 
rate increase application, Docket No. G—12706, were applied to the entire sys- 
tem sales, including those proposed herein, the resulting rates of return would 
be 6.43 percent, 6.41 percent and 6.13 percent for the years 1959, 1960 and 
1961. On the evidence of record, we conclude that the modified project is 
economically feasible, although this conclusion is not to be interpreted as 
approval of the rates proposed by Texas Eastern in Docket No. G—12706. 

Other matters.—In the light of the foregoing, all portions of the presiding 
examiner’s decision issued April 15, 1958, relating to the certificate applica- 


® Here too, it cannot be unqualifiedly assumed that we would have allowed such in- 
creased rates to become effective. 
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tions of Continental, Marr, Sun and General Crude, except for the findings 
respecting gas supply, are moot and should not be adopted by the Commission; 
otherwise the said decision of the examiner as herein modified should be 
adopted by the Commission. Likewise, the exceptions, appeals, motions and 
requests herein, relating to the aforesaid portions of the examiner’s decision 
and to the said certificate applications, are also moot and all such should be 
dismissed. For the reasons hereinabove stated, we shall deny the request of 
the New York Public Service Commission that these proceedings be remanded 
to the examiner for further evidence. 

Continental filed a notice of withdrawal of its application for a certificate, 
conditioned upon the Commission’s granting a certificate to Texas Eastern 
as applied for in Texas Hastern’s amended and supplemented application. 
The notice recited that Continental had executed and delivered a contract 
of sale to Texas Eastern wherein Continental agreed to assign its leasehold 
rights in the leases in the Rayne Field formerly dedicated to the gas purchase 
eontract subject to the receipt by Texas Hastern of a certificate which would 
nullify the gas purchase contract. In view of the certification herein of Texas 
Eastern’s modified project, Continental should be permitted to withdraw its 
certificate application in Docket No. G—12432. 


The Commission further finds: 


(1) Texas Eastern Transmission Corporation is a Delaware corporation 
having its principal place of business in Shreveport, Louisiana, and is a 
“natural-gas company” within the meaning of the Natural Gas Act. 

(2) The modified facilities proposed to be constructed and operated by 
Texas Eastern, as described hereinabove, in the record in this case, and in 
the company’s applications, as amended, are to be used in the transportation 
and sale of natural gas in interstate commerce for resale, subject to the juris- 
diction of the Commission; and the construction and operation thereof, and the 
sales of gas proposed by Texas Eastern by means thereof, are subject to sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Conformable to the authorizations granted herein, Texas Eastern is 
able and willing properly to do the acts and perform the service referred to 
in paragraph (2) above, and to conform to the provisions of the Natural Gas 
Act, and the requirements, rules and regulations of the Commission there- 
under. 

(4) The construction and operation by Texas Eastern of the facilities and 
the rendition of the sales referred to in paragraph (2) above is required by 
the public convenience and necessity, and a certificate of public convenience and 
necessity therefor should be issued as hereinafter ordered and conditioned. 

(5) The public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c)(3), (ce) (4) and (e) of Sec- 
tion 157.20 of the Commission’s regulations under the Natural Gas Act should 
attach to the certificate hereinafter issued to Texas Eastern and to the exercise 
of the rights granted thereunder, and that the time within which construction 
of the facilities authorized by this order shall be completed should be fixed 
at six months from the date of issuance of this opinion. 

(6) The presiding examiner’s initial decision issued herein on April 15, 
1958, as hereinabove modified, should be adopted by the Commission. All 
arguments, objections and exceptions not hereinabove discussed have been 
considered but are without substantial support in fact or reasonable basis 
in law and should be denied. 





FEDERAL POWER COMMISSION 869 


The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued 
authorizing Texas Eastern Transmission Corporation to construct and operate 
the facilities proposed in the applications filed in Docket Nos. G—12446 and 
G—12447 herein, as amended and modified; and to sell and deliver to existing 
customers the additional volumes of gas proposed in these proceedings in the 
maximum amount of 101,660 Mcf per day (14.73 psia), as follows: 


Customer Mcf per day 
Algonquin Gas Transmission Company ~.......-..---.............. 10,200 
The Columbia Gas System Companies ~........................... 25,807 
The Consolidated Natural Gas Companies ~................-...... 40,393 
PRCRSCUNIDA SGI OURO nh, San ont ceecregunencetnionbgetenaieeaanennan 14,280 
Srew Jeteey NEC Cee COM © oo tnbocnabnncnnnenmanane 5,100 
a, a a ae 1,632 
Elizabethtown Consolidated Gas Company ~---.----.-----..---.... 1,121 
ini Misewte A‘ CaS Ciipaiy 2 an nenneee 1,020 
PRE OE NGETES CIty, Sem nent ena tecancancanaahmeawet 102 
Ciey’ OF Bemereee OREO st ee a heohktenntanccedees 1,530 
Pg ae, CR 474 


(B) Permission is hereby granted to Continental Oil Company to withdraw 
its certificate application in Docket No. G—124382. 

(C) The geaeral terms and conditions set forth in paragraphs (a), (b), 
(c) (3), (ce) (4), and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act shall attach to the issuance of the certificate granted 
herein and to the exercise of the rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation is fixed at six months from the date of 
issuance of this opinion. 

(E) The presiding examiner’s initial decision issued herein on April 15, 
1958, is hereby modified as hereinabove set forth, and as so modified is adopted 
by the Commission, to constitute with this opinion the Commission’s decision 
in these proceedings. Except to the extent hereinabove granted, the exceptions 
to that decision and the other requests still before us in these proceedings are 
hereby denied; and the matters and issues hereinabove found to be moot are 
hereby dismissed. 


DECISION 


UPON APPLICATIONS FOR CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY FILED 
PURSUANT TO SECTION 7 OF THE NATURAL GAS ACT 


Law, Presiding Examiner: On April 22, 1957, Texas Eastern Transmission Cor- 
poration (Texas Eastern) and its wholly-owned subsidiary, Texas Eastern Penn- 
Jersey Transmission Corporation (Penn-Jersey) filed applications with this 
Commission for certificates of public convenience and necessity authorizing 
the construction and operation of additional facilities (consisting primarily of 
pipeline loops, but including in the case of Penn-Jersey 4,000 horsepower of 
additional compression at an existing station) to increase the capacity of 
their respective systems north and east of Opelousas, Louisiana by approxi- 
mately 100,000 Mcf in order to render additional service to existing customers 
of Texas Eastern. The application of Texas Eastern also sought authority 
to construct and operate a 2200 horsepower compressor station and 22 miles 
of 14-inch pipeline for the purpose of transporting gas from the Rayne Field 
in Acadia Parish, Louisiana. to Opelousas, as well as authority to make addi- 
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tional sales to existing customers and to construct such additional metering 
and regulating stations as were necessary for improvement of existing service 
or for the proposed additional sales to existing customers. 

On July 30, 1957, Penn-Jersey supplemented its application in Docket No. 
G-12447 by filing certain information as to actual deliveries by or for Texas 
Eastern (primarily east of the Oakford Storage Field), and other information 
intended to support the application in Docket No. G—12447, as well as that of 
Texas Eastern in Docket No. G—12446. 

Applications for certificates of public convenience and necessity, for the sale 
of natural gas to Texas Hastern from the Rayne Field, were filed by Con- 
tinental Oil Company (Continental) on April 17, 1957 in Docket No. G—12432, 
by M. H. Marr (Marr) on July 15, 1957 in Docket No. G—12885, by Sun Oil 
Company (Sun) on July 17, 1957 in Docket No. G-12913 and by General Crude 
Oil Company (General Crude) on July 22, 1957 in Docket No. G-12931. The 
application of Continental states that it is intended to cover the non-working 
undivided interests of Kirby Vensyn Petroleum Company, Texas Gas Explora- 
tion Corporation, Walter J. Crawford, Nitis H. Hooks, Royalty Corporation 
of Beaumont, C. B. Claypool, Harry Lucas, Jr., Philip B. Lucas, H. E. Dish- 
man and F. J. Muller, each of whom has authorized filing on his or its behalf 
by executing a formal authorization, which was on file and open to inspection 
at Continental’s Houston office and would be present in the hearing room during 
the Hearing in Docket No. G—12482. 

On August 15, 1957, the applications of Texas Eastern in Docket No. G—-12446, 
of Penn-Jersey in Docket No. G-—12447 and of the four independent producers 
in Docket Nos. G—12432, G-12885, G-12913 and G-—12931 were consolidated and 
notice thereof was authorized by the Commission’s Secretary. By order of 
November 1, 1957, Texas Gas Transmission Company (Texas), Public Service 
Electric and Gas Company (Public Service), The Brooklyn Union Gas Com- 
pany (Brooklyn), Philadelphia Electric Company (PX), four subsidiaries of 
Consolidated Natural Gas Company (jointly described hereinafter as Con- 
solidated), and United Cities Gas Company (United Cities) were permitted 
to intervene in all of these six proceedings. By the same order The Manu- 
facturers Light & Heat Company and The Ohio Fuel Gas Company (both 
being subsidiaries of Columbia Gas System, Inc. and being hereinafter jointly 
called Columbia) and Equitable Gas Company (Equitable) were permitted 
to intervene in the two pipeline cases and United Gas Improvement Company 
(UGI) was authorized to intervene in the four independent producer cases. 
By a further order of November 15, 1957, the intervention of UGI was ex- 
tended to include the two pipe line cases, New Jersey Natural Gas Company 
(New Jersey) was authorized to intervene in both pipe line cases and Eliza- 
bethtown Consolidated Gas Company (Elizabethtown) was permitted to inter- 
vene in Docket No. G—12446 only. A notice of intervention in the six cases 
was filed by The Public Service Commission of the State of New York (New 
York), September 11, 1957. 

On October 18, 1957, notice was issued of a hearing in these consolidated 
proceedings, to convene November 19, 1957. On November 12, 1957, the under- 
signed was designated to preside at the said hearing. The hearing was con- 
vened at Washington, D.C. November 18, 1957, according to notice and was 
continued through Monday, November 25, when a recess was taken to Decem- 
ber 9, 1957. 

During the opening statement of counsel on November 19, 1957, it became 
apparent that the design of the proposed transportation facilities of Texas 
Eastern and Penn-Jersey had been materially altered from tbose proposed in 
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the application. The changes in design included elimination of all the 105 
miles of loop lines originally proposed by Texas Eastern between Opelousas, 
Louisiana, and Kosciusko, Mississippi, and all except 59 miles of the 140 miles 
of loop lines previously proposed to be built by Texas Eastern between Kos- 
ciusko and Uniontown, Pennsylvania, as well as all the 65.6 miles of pipeline 
which Penn-Jersey originally proposed to construct between Delmont, Penn- 
sylvania, and Lambertsville, New Jersey. 

By its proposal as now amended Texas Eastern proposes to substitute, for its 
own eliminated pipeline loops, approximately 141,780 additional compressor 
horsepower at twelve existing compressor stations and to substitute, for the 
pipeline loops of Penn-Jersey which are eliminated, the leasing and operation 
of 67,000 compressor horsepower at five new compressor stations to be con- 
structed in Pennsylvania by Penn-Jersey. Penn-Jersey now seeks authority, 
by its amended application, to construct five new compressor stations along its 
existing 24-inch pipeline, (in substitution for the pipe line looping previously 
proposed) and to lease the proposed new facilities to Texas Eastern. Each 
of the two pipeline companies also now proposes modification of certain of 
its existing compressors. 

By direction of the Presiding Examiner, notice of the November 22nd amend- 
ments to the applications of Texas Eastern and Penn-Jersey was given to all 
customers of Texas Eastern and to state commissions in states where service 
is rendered to such customers. At the close of the hearing session of Novem- 
ber 22, a recess was taken to December 9, 1957,.the record first being closed 
as to evidence in the four independent producer proceedings. The only appar- 
ent response to the notice of amendment was the filing of a notice of inter- 
vention by the Tennessee Public Service Commission (Tennessee). The said 
notice by Tennessee indicated no special interest arising from the amendments 
to the application and Tennessee neither was represented by counsel on Decem- 
ber 9th nor filed any briefs subsequently. 

After correction of the transcript, there being no requests by anyone for 
the opportunity to further cross-examine witnesses of Texas Eastern and 
Penn-Jersey, the record of evidence as to those two applicants was declared 
closed December 9, 1957 (the record of evidence as to the four independent 
producers having been closed prior to the recess taken November 22, 1957). 
Upon consideration of the requests of counsel, time for filing of briefs was then 
fixed. 

Motions for omission of the intermediate decision procedure were made by 
counsel for the four independent producer applicants following the close of 
evidence in their cases on November 25th. Some, but not all, of the interveners 
concurred in the request and Staff Counsel did not concur. At the close 
of the record as to the two pipeline applicants on December 9th, 2 similar 
motion as to their two proceedings was made by counsel for these two appli- 
eants. All the interveners then present concurred in the motion, but Staff 
Counsel declined to take a position for or against the said motion. 

After completion of the independent producer record, counsei for Public 
Service moved the dismissal of the four applications of the independent 
producers here under consideration, or in the alternative the remanding of 
the said matters for further hearing with a requirement that the said 
producers present evidence as to whether certification of the sales by them 
to Texas Eastern at the rates proposed was required by public convenience 
and necessity, under Rule 1.20, Paragraph (j) of the Commission’s rules of 
practice and procedure. 
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The Commission issued an order on December 26, 1957, denying the motions 
for omission of the intermediate decision procedure. Briefs were filed by 
the four applicants, by interveners and by Staff Counsel on or before December 
27, 1957. Oral argument, in lieu of reply briefs, was held before the Presiding 
Examiner January 6, 1958. The briefs and oral argument included discussion 
of the motion to dismiss or remand the four independent producer proceedings. 


The Applicants’ Proposals 


Texas seeks authorization in Docket No. G—12446 to construct and operate 
the following-described facilities: 

A. Approximately 22.0 miles of 14-inch pipeline extending from Rayne 
Field, Acadia Parish, Louisiana, to Texas Eastern’s Opelousas, Louisiana, 
Compressor Station; 

B. A new compressor station of approximately 2,200 H.P. near Rayne, 
Louisiana, on the 14-inch Rayne Field lateral described in A above; 

C. Approximately 59.0 miles of additional 80-inch pipeline loops along its 
existing 30-inch pipeline between Kosciusko, Mississippi, and Uniontown, 
Pennsylvania ; 

D. The addition of approximately 15,200 H.P. to each of the following exist- 
ing compressor stations: 

1. St. Francisville, West Feliciana Parish, Louisiana, 
2. Clinton, Hinds County, Mississippi, 

8. Owingsville, Bath County, Kentucky, 

4. Athens, Athens County, Ohio; 

B. The addition of approximately 14,910 H.P. to its existing Union Church, 
Jefferson County, Mississippi, Compressor Station; 

¥. The addition of approximately 10,000 H.P. to its existing Kosciusko, 
Attala County, Mississippi, Compressor Station ; 

G. The addition of approximately 15,000 H.P. to each of the following 
existing compressor stations: 

1. Egypt, Monroe County, Mississippi, 
2. Mt. Pleasant, Giles County, Tennessee; 

H. The addition of approximately 870 H.P. to its existing Danville, Lincoln 
County, Kentucky Compressor Station; 

I. The addition of approximately 7,600 H.P. to each of the following existing 
compressor stations: 

1. Wheelersburg, Scioto County, Ohio, 
2. Berne, Monroe County, Ohio ; 

J. The addition of approximately 10,000 H.P. to its existing Holbrook, Green 
County, Pennsylvania, Compressor Station; 

K. The metering and regulating stations necessary to make the sales 
proposed in the application. 

Texas Eastern also proposes to make minor modifications in certain existing 
compressors, which will increase capacity but leave the compressor horsepower 
unchanged. The estimated over-all capital cost of the proposed additions and 
modifications by Texas Eastern is approximately $37,435,000. 

Texas Fastern also seeks authorization in Docket No. G-12446 to lease and 
operate the facilities proposed to be constructed and leased to it by Penn- 
Jersey in its companion application filed in Docket No. G-12447, which facfili- 
ties consist of: 

A. The addition of approximately 4,000 H.P. to Penn-Jersey’s existing 
Delmont, Westmoreland County, Pennsylvania, Compressor Station; 

B. Five new compressor stations of approximately 13,400 H.P. each along 
its existing 24-inch pipeline at the following locations: 
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Station “A”, in Indiana County, Pennsylvania 
Station “B”, in Huntingdon County, Pennsylvania 
Station “C”, in Perry County, Pennsylvania 
Station “D”, in Berks County, Pennsylvania 
5. Station “BH”, in Bucks County, Pennsylvania 

Texas Eastern also seeks authority to sell and deliver to existing customers, 
under long term service agreements and firm rate schedules, additional quanti- 
ties of gas as follows: 


al ode Oe 


Quantity Proposed to be Sold 


Mef per day 

Customer @14.73 psia 
Algonquin Gas Transmission Company ~...-..-..-..------ 10,200 
Fhe: Colembtk Gaw Byte 208i sd es 25,807 
The Consolidated Natural Gas Companies ~--.....---.--- 40,393 
Beuitabis Gas Companion’ iiii5 2s 14,280 
New Jersey Natural Gas Company ~~... ........-.--.... 5,100 
United Natural Gas Company ~-~~~~-...-..-..-...._-..-.. 1,632 
Elizabethtown Consolidated Gas Company ~.-----..-------- 1,121 
Illinois Electric & Gas Company ~--~----.--...---------- 1,020 
Village: 62 Nortis' City, Wiihiele’ 216 eR 102 
City of Sonserset, Mintweky oi5s8 we 1,530 
Tenmesses' Gan’ Comigaty «oi sik ee 474 





Approximately 101,660 


Penn-Jersey seeks authorization in Docket No. G-12447, to construct the 
additional compressor facilities at its Delmont Compressor Station and the 
five new compressor stations in Pennsylvania, which have been hereinbefore 
described in connection with Texas Eastern’s application and to lease them 
to Texas Eastern Transmission Corporation. Penn-Jersey also proposes to 
modify certain existing compression facilities, now leased and operated by 
Texas Eastern, in order to increase their capacity without changing their 
horsepower rating. The estimated over-all capital cost of such additions 
and modifications is approximately $11,197,000. 

Each of the four independent producers seek authority to sell natural 
gas to Texas Eastern from the Rayne Field in Acadia Parish, Louisiana. The 
interest of the various applicants are set forth in their respective applications. 
Each contract. provides for payment of an initial price of 22.6¢ per Mcf by 
Texas Eastern to the producers and reinbursements to the producers of taxes 
levied upon and applicable to them as vendors up to a maximum of 1.3¢ per 
Mcf. Each contract also provides for escalation on November ist of each 
year from 1958 through 1975 of 4 mills per Mcf. Provision is also made in 
the contract for redetermination of the sale price (upon notice), prior to the 
beginning of each of the five year periods beginning November 1, 1967 and 
November 1, 1972. The total amount of gas proposed to be sold by the four 
applicants and the producers represented by Continental amount to approxi- 
mately 100,000 Mcf per day. 


Issues and Contentions 


The issues involved in these proceedings included the question of Commis- 
sion’s jurisdiction over the facilities, services and sales proposed by the six 
applicants. In the case of Texas Eastern, there is also in issue the need for 
additional gas, the economic justification of the cost incurred and the life 
of the additional reserves to be made available to Texas Eastern, as well as 
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the adequacy of the proposed additional facilities for the service which they 
are intended to perform. In the case of Penn-Jersey, the question of eco- 
nomically feasibility is at issue to a lesser extent, as well as the adequacy 
of the proposed facilities and the ability to finance them on a solid basis. In 
the case of the four independent producer applicants who propose to sell 
Rayne Field gas to Texas Eastern, the basic issues are the existence of ade- 
quate reserves to back up the contracts and the question whether any conditions 
as to proposed rates should be attached to and made a part of the certificates, 
if such certificates be found to be otherwise required by the public con- 
venience and necessity. 

The adequacy of the proposed reserves, the adequacy of the proposed facili- 
ties of the two pipeline companies and the estimates of cost of the said 
facilities are not contested by any of the parties. The New York and Phila- 
delphia companies and Public Service contend that, if certificates of public 
convenience and necessity are to be issued to the applicants in the four 
producer cases, such certificates should contain conditions limiting the rates 
of the said producers, or providing that the proposed rates could only be 
collected under bond, pending a full investigation by the Commission of the 
propriety of such rates. The producer applicants insist that their gas has 
only been committed to Texas Eastern on the basis of the proposed rates 
and state that, if conditions are attached, consideration will be given to the 
disposition of the Rayne Field gas in markets not subject to this Commission’s 
jurisdiction. 

As a corollary to the conditions as to rates which they propose, those cus- 
tomers of Texas Eastern who seek such a condition must take the position 
that Texas Eastern does not need the Rayne Field gas at the price for 
which it is proposed to be sold to Texas Eastern by the applicants in the 
four producer cases here involved. Texas Eastern contends that it does need 
this gas and is joined in this position by some customer interveners who 
propose to take a part of it. Other customer interveners who seek additional 
gas appeared, during the hearing, to take a sort of in-between position and, 
as far as possible, avoid committing themselves as to the need of Texas 
Eastern for the additional gas at the prices proposed. It appears that this 
last group of customers would like to see Texas Eastern get the additional 
gas but have their tongue in their cheek and hope that the Commission may 
later (in a rate proceeding) require the producers to reduce the rate at which 
the gas from the Rayne Field is sold to Texas Eastern. 

The applications of Marr and Sun seek in the alternative, for a disclaimer 
of jurisdiction or (if the Commission finds that the sales in question are 
subject to Commission jurisdiction) for certificates of public convenience 
and necessity. Continental and General Crude did not present their applica- 
tions in the alternative but did attempt (by the language contained therein) to 
reserve a position that they were not “natural-gas companies” under the 
provisions of the Natural Gas Act. Neither the Staff nor any of the inter- 
veners supported either the applications for a disclaimer or the reservations 
claimed by Continental and General Crude, and the positions generally taken 
by both the Staff and the interveners is inconsistent with either the Marr-Sun 
position or that of Continental and General Crude in these respects. 

During the hearing, Staff Counsel offered an exhibit in the form of a 
compilation which bore the title “Impact upon purchased gas expense of 
Texas Eastern Transmission Corporation.” ‘The document and the supporting 
testimony, which was also identified as an exhibit, purported to show that the 
proposed 23.9 cent rate would (if permitted to become effective as an initial 
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rate) automatically result in large increases in the cost to Texas Kastern of 
gas now being purchased by the pipe line. Such a conclusion is wholly 
contrary to the position heretofore consistently taken by this Commission that 
proposed escalations in price claimed by reason of “favored nation” clauses 
in contracts cannot become effective (except under bond and subject to refund) 
until approved by the Commission as rate increases. Both the exhibits and 
the testimony were rejected as invading the province of the Hearing Examiner 
and the Commission and not being evidence of any fact, but merely unsup- 
ported contentions of the witness based upon his examination of the contracts 
on file as rate schedules and his interpretation of the language contained 
in the said contracts. The witness was not alleged to be a lawyer and 
specially qualified to interpret contracts for sale of gas. 

Argument as to the propriety of the exclusion of the compilation (Exhibit 
No. 48 for Identification) and the supporting testimony of the witness Brinn 
(Exhibit No. 50 for Identification), which was presented in support thereof, 
was presented in the briefs of counsel. Staff Counsel takes the position, in 
his Brief that the case should be reopened and the producers required to 
submit evidence of production costs, preliminary to the issuance of any 
certificate. 

The Staff made no request on the record for production costs during the 
hearing, but merely argued that a rate more consonant with the rates then 
being paid by Texas Eastern under existing contracts of the four independent 
producers with Texas Eastern should be required as a condition of any cer- 
tificate authorized herein. Neither the Staff nor any of the interveners 
presented in evidence the portions of the other contracts between independent 
producers and Texas Eastern upon which they relied to support their allega- 
tions of anticipated “triggering” or of “attempts to trigger” which might entail 
upon such interveners the necessity of engaging in additional lawsuits and 
thereby incurring added burden as to time and money. 

The Staff did put in exidence Exhibit No. 47, which is entitled “Summary 
of Certain Provisions of FPC Gas Rate Schedules in Specific Parishes of 
South Louisiana.” With the exception of Page 15 which recites certain in- 
formation as to points of delivery, volumes, quality and the original price 
(only) contained in the contracts with Texas Eastern, which describe the 
service for which the four independent producers seek a certificate here, this 
17 page exhibit does not contain any information about sales by producers 
to Texas Eastern. The information contained on pages 1 through 14 and 
16 and 17 of Exhibit No. 47 relate to existing contracts of producers with 
pipe line companies other than Texas Eastern and the rates now in effect 
thereunder. Moreover, Exhibit No. 47 fails to furnish any information as to 
at least two matters necessary, in any comparison, to a determination of 
reasonableness of rates, even if “fair field price” were to be determined. 
There is no showing in the exhibit as to either the volumes or the location 
of the reserves involved and the costs which each purchaser has incurred or 
will incur in transporting the gas from the point of acquisition to its main 
transmission system. 

The Evidence 


Witnesses were called by Texas Eastern or by customer interveners to 
support all of the proposed additional sales included in the present proposal, 
with one exception. In that case, an employee of a customer company who 
had been present during the earlier part of the session was obliged to return 
home prior to being reached in order of witnesses. The testimony of this 
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intended witness had been prepared and circulated in advance and (by stipu- 
lation of counsel) was made a part of the record without a witness being 
present and without cross-examination, the prepared testimony being undis- 
puted. 

Two cities in the State of Illinois, which had originally proposed to take 
small volumes of additional natural gas, prepared no testimony for service 
and made no witnesses available in support of their request for gas. It was 
stated that these two communities never had taken all of the gas for which 
they are entitled under existing authorizations. By the amendment presented 
by Texas Eastern on November 22 (during the hearing) the services to these 
two communities, which had been proposed in the original application, were 
deleted. 

The prepared testimony, as presented, and the cross-examination of witnesses 
submitted either by customer companies or by Texas Hastern clearly establish 
the existence of a demand for the additional gas in a maximum volume of 
101,660 Mcf per day at 14.73 per square inch absolute. This need is herein- 
after formally found. 

The capability of the proposed facilities of Texas Eastern and Penn-Jersey 
to transport the proposed additional volumes of natural gas for which authority 
is sought in these proceedings was established by the testimony of witnesses 
and the supporting exhibits which they presented and explained. It was also 
established by the evidence that the estimates of cost of facilities in the 
amount of $37,435,000 in the case of Texas Eastern and $11,197,000 in the 
case of Penn-Jersey were reasonable estimates, based upon the current cost of 
material and labor and upon the previous experience of the two applicants 
in the installation of similar transmission facilities heretofore authorized.* 

Ability to finance the proposed additional facilities of the pipeline appli- 
eants was established as firmly as such ability can be established, prior to 
issuance of the securities which must be sold to raise funds for construction. 
Texas Eastern proposes to furnish all of the capital needed by Penn-Jersey, 
through purchase of additional common stock and notes of the latter company. 

The capital requirements of Texas Eastern for the construction proposed 
in Docket No. G-12446 and for acquisition of securities issued by Penn-Jersey 
to pay for the construction of the facilities proposed in Docket No. G-12447 
are to be met by the issuance of $40 million of First Mortgage Pipeline Bonds 
and the sale of $10 million of Sinking Fund Preferred Stock. It is estimated 
that, as a result of this financing, the retirement of securities pursuant to 
sinking funds, and additions to earned surplus anticipated during 1958, the 
consolidated capitalization of Texas Eastern, as of December 31, 1958, will 
consist of approximately 66.3 percent debt and 33.7 percent classified as 
equity by Texas Eastern. The debt will be divided into Bonds (45.5 percent), 
Debentures (9.4 percent) and Other Debt (11.4 percent). The equity classi- 
fication will be divided into Sinking Fund Preferred (10.7 percent), Convertible 
Preferred (4.0 percent) and Common Equity (19.0 percent). While the per- 
centage of Common Equity is on the low side, the total equity does not appear 
unreasonably low or unjustified. This is especially true when the additions 
proposed are intended to afford increased service to an established market. 
Expenditures for such increased service are less speculative and therefore 


The following statement appears on page 3 of the Brief of Commission Staff Counsel 
in these proceedings, filed December 27, 1957: 

The staff after review of the data submitted by these pipeline companies raises 

no questions as to the costs as estimated or to the ability of the facilities, to 

transport the volumes of gas for which they are designed. 
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afford better security to the investor than expansion on a similar scale to 
serve new and untried markets. 

Texas Eastern presented testimony as to adequacy of reserves in the Rayne 
Field, Acadia Parish, Louisiana, owned and operated by the producer appli- 
cants and committed to Texas Eastern. This testimony was confirmed by the 
testimony of witnesses presented by the producers. 

In order to meet requirements of additional sales heretofore authorized 
in Docket No. G—12227 on September 30, 1957 and to provide the additional 
gas required for operation of compressors because of the changed design shown 
in the amendments moved by Texas Eastern and Penn-Jersey on November 27, 
1957, Texas Eastern presented new evidence of reserves available to it from 
sources other than the Rayne Field. The witness Watson, who is Vice 
President of DeGolyer and MacNaughton and presented as a gas reserve 
witness by Texas Eastern, testified that the estimated reserves in the Trevino 
Field in Mexico have been increased as a result of drilling of three successful 
wells, which show reserves of gas to be available from four additional sands 
to which no reserves were assigned in a previous estimate presented in 
Docket No. G-9784. In addition thereto, subsurface control, by two of the 
three successful wells referred to in the last sentence, has increased the 
estimate of reserves available to Texas Eastern from four other sands in 
the said Trevino Field. 

A showing of availability of gas from reserves under.contract to or other- 
wise available to Texas Eastern was presented by the witness Tillery which 
indicated that no deficiency will occur prior to 1969, if spot purchases continue 
at the present rate. He also expressed the opinion that full requirements 
can be met for 13 years from January 1957, with declining deliveries thereafter. 

The evidence of reserves was made available to the Staff of this Commission 
well in advance to the hearing, and cross-examination by Staff did not go 
beyond clarification, moreover, Staff Counsel did not see fit to question the 
adequacy of reserves available to Texas Eastern from sources other than the 
Rayne Field. Staff Counsel did, however, dispute the desirability of author- 
izing the sale of gas by independent producers to Texas Eastern from the 
Rayne Field as proposed in the contracts and in the applications of the 
independent producers. It is admitted by both the Staff and Texas Eastern 
that a certificate for the proposed facilities would not be justified by the 
record if the independent producers did not make the proposed sales to Texas 
Eastern, either because the issuance of a certificate is too long delayed or 
because the terms of the certificates issued were unacceptable to the producers. 

There is no suggestion of affiliation between either Texas Eastern or Penn- 
Jersey and any of the independent producers joined in these proceedings. 
Negotiations were conducted at arms length and over a considerable period of 
time. The reserves committed are among the largest reserves contracted to 
any pipe line company from a single field in recent years. The Rayne Field 
contains one of the largest single reserves in South Louisiana and the reserve 
involved is larger than any single reserve yet developed in the off-shore area, 
It was the largest uncommitted reserve in South Louisiana being offered 
for sale, which is reasonably convenient to the line of Texas Eastern, and 
deliveries can commence as soon as pipe line facilities can be constructed. 

Whether either Texas Eastern or this Commission are happy about the 
admittedly high price to be paid for gas is not controlling here. There is 
evidence that the Rayne Field gas which Texas Eastern proposes to purchase 
from Continental, Marr, Sun, General Crude and the other producers repre- 
sented by Continental cannot be acquired at an initial price lower than the 
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22.6 cents, plus 1.3 cents for tax reimbursement, provided for in the contracts 
here, which apparently resulted from free and open negotiation. The only 
compulsion which is indicated by the record is that resulting normally from 
the purchaser’s pressing need for additional gas and the attractiveness of 
competing offers made to the sellers for their product. 

Continental is the discoverer of the field and the operator of all but one of 
the units involved. The Rayne Field is Continental’s only major gas dis- 
covery in South Louisiana in almost ten years of active exploration. Between 
the discovery of the East Moss Lake Field in 1944 and the Rayne discovery 
(the first well was completed as a producer by Continental in December, 
1953), Continental had drilled 173 wells in South Louisiana, including about 
40 wildcat wells. Of the 40 wildcat wells, 10 discovered relatively small 
quantities of gas. Four of the ten wells discovered new fields with additional 
total reserves of 67.8 billion cubic feet and six extended known producing 
fields by adding estimated total additional reserves of 110.24 billion cubic 
feet. Of the remaining 30 wildcat wells, two were completed as oil wells and 
28 were found to be dry holes and abandoned. 

By the contracts here under consideration, the producer applicants have 
committed to Texas Eastern (and indirectly to Texas Eastern’s utility 
customers and the consumers served by these utilities) approximately 800 
billion cubic feet of gas from the Rayne Field. The significance and impor- 
tance to Texas Eastern of the acquisition of a reserve of this magnitude be- 
comes quite apparent when compared with the total volume of less than 180 
billion cubic feet previously disclosed by about 10 years of exploration 
by Continental. This gas can be brought into Texas Eastern’s system by 
construction of 22-miles of 14-inch pipeline and one 22 horsepower compressor 
station at a total cost to Texas Eastern of approximately $1,204,000 and 
$1,333,000 respectively, the remainder of the cost here involved being for 
the purpose of increasing Texas Eastern’s service and deliveries to its utility 
customers by expansion of its main transmission line and that of its wholly- 
owned subsidiary—Penn-Jersey. There is no showing by the Staff or any 
intervener that any similar volumes can be acquired by Texas Eastern either 
at a lower purchase price or a lower cost of connecting facilities. As pointed 
out in the case of Seaboard Oil Company. Operator, et al., Docket No. G—11970 
et al., (in which case the Initial Decision rendered December 20, 1957 was 
adopted by Commission action of March 31, 1958)* the burden of going for- 
ward with evidence as to any condition proposed to be attached to a certifi- 
cate is upon the party or parties seeking the attachment of such a condition. 
This burden has not been met in the present instance and there has been 
no evidence introduced which would even constitute a serious attempt to 
meet such a burden. 

Upon the record as a whole it is impossible to find evidentiary support 
which will justify the re-opening of the case and requiring the producer 
applicants to present further evidence. Such action on the part of the 
Presiding Officer or of the Commission would necessarily result in the type 
of extended hearing on rates which the Commission has condemned in the 
Seaboard case heretofore cited, as unduly delaying the connection of gas to 
an established system and for the use of existing customers of such a system. 
In the present case, the record shows that approximately 500 separate lessor 
interests are involved and that great numbers of the agreements with those 
lessors are already delinquent because of the delay in construction of Texas 
Eastern’s line and the beginning of gas purchases from the producers. 





*F.P.C. Opinion No. 309, 19 FPC 416. 
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As previously stated, neither the Staff nor any interveners has presented 
evidence which contradicts the testimony of witnesses for the various appli- 
cants that the contract price for original deliveries is reasonable, in view 
of the price being paid by Texas Eastern for Mexican gas, some additional 
volumes of which will be purchased for use as compressor fuel to help trans- 
port the Rayne Field gas to Texas Eastern’s market customers. The fact 
that the price here involved is a new high price for interstate sales from 
Acadia Parish is only one of several matters which we must consider. 
Another important factor is the fact that either purchasers were willing to 
pay a price which was comparable in every way, if not in fact higher, and 
that the choice of Texas Eastern as a customer, by the producers, was based 
largely upon that pipe line’s ability to take the gas with a minimum of delay. 

Once the certificate is granted and the deliveries begun, the Commission 
may, if it desires or if it appears appropriate, institute an investigation 
of the initial rate and if facts are developed which show the said initial rate 
to be unreasonable the Commission has power to require reduction to a 
reasonable rate. Meanwhile, consumers dependent upon Texas THastern’s 
utility customers for their gas supply will have the benefit of the improved 
service which the new source in the Rayne Field furnishes to Texas Eastern. 
Incidentally, the necessity of studying this question of the proposed rate 
condition appears to have already delayed the availability to Texas Eastern’s 
customers of the additional supply for a considerable period. 

There is however one point at which we find ourselves troubled by a 
position taken by counsel for Sun during the oral argument. This is the 
argument that, if the contract price is approved as an initial rate, all fixed- 
time escalations must also be allowed. This is contrary to principles and 
policies repeatedly stated by this Commission since the decision of the 
Supreme Court in the Phillips Petroleum Company case in June, 1954.* There 
is no suggestion here of any temporary discount to assist a new pipe line 
company to build up its load. The gas from the Rayne Field will augment 
supply and service to existing customers. 

It was not possible when the contracts between the four producer applicants 
and Texas Eastern were signed, February 1, 1957 to know whether an increase 
of 4 mills in the price at which gas was sold would be justifiable on November 
Ist of 1958 or any year thereafter. Nothing that has intervened since 
February 1, 1957 has served to increase either our clairvoyance or that of 
the producers. It is therefore necessary to find that the proposed escala- 
tions are not now shown to be justified and to so condition the order issuing 
a certificate that the producer applicants must file an application for rate 
increase and justify each proposed November ist increase, at or before the 
time when they become effective as established and allowed rates of the said 
producers. This is done to prevent the applicants taking advantage of any 
future court decision, which might find approval of an initial rate to have 
carried with it advance approval of step escalations, when they became 
due under provisions of a contract. 

The price redetermination clauses contained in each of the four independent 
producer contracts with Texas Eastern need not be considered at this time. 
These clauses, contained in Article IX of each contract and immediately fol- 
lowing the fixed escalation provisions hereinbefore discussed, contain (in 
Paragraph 4 of Article IX) specific recognition of the authority of this 
Commission, or any successor thereof to modify them or set them aside in 
case they conflict with or otherwise purport to limit the jurisdiction of the 


3 Phillips Petroleum Company vs. Wisconsin, 347 U.S. 672. 
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Commission. For the reasons stated they present no problem in the present 
certificate proceedings. 

Upon the record, the several producer applicants in these proceedings 
appear to have made a “prima facie’ showing that the sale of their 
gas to Texas Eastern at the proposed price is in the public interest and that 
the initial rate is not, in the light of the volumes involved and the comparable 
cost of obtaining such gas from the only apparent reasonably certain 
alternative source (in Mexico) unconscionable or even unreasonable. Such 
“prima facie” showing is all that is required in a certificate proceeding. We 
cannot here predict the results of a possible rate investigation. This is 
especially true because of the uncertainty existing as to what basis the courts 
will eventually fix upon as the primary test of the reasonableness of pro- 
ducer rates. 

Eventual justification of their rates, when questioned properly in a rate 
proceeding is a burden which the producers take when they seek a certificate 
for the sale of gas in interstate commerce for resale. There is no justification 
for increasing that burden by requiring that such producers present such 
justification in a certificate proceeding, where the only showing offered by 
any party for the purpose of questioning reasonableness of the rate is a 
tabulation of filed rates, under contracts (of various producers with other 
pipe lines) for sale of gas from other reserves which are not shown to be 
comparable as to accessibility, formation depths, anticipated volumes or the 
difficulties generally encountered in production of the wells. 

For the reasons previously given and for those contained in the more 
formal findings hereinafter made, the certificates sought by the four pro- 
ducer applicants are hereinafter authorized, the only conditions thereto 
being provisions that under no circumstances (short of legislative action 
freeing all producer contracts and rates from this Commission’s jurisdiction) 
shall the certificates hereinafter issued be construed as authorizing, in advance, 
any proposed periodic escalation. 

The motion of Public Service Electric and Gas Company for dismissal or 
remand of the producer applications is denied for reasons hereinbefore and 
hereinafter stated. The request of Staff Counsel for the reversal of the 
undersigned Presiding Officer’s rulings rejecting the offer of Exhibits No. 
48 and No. 50 is also refused for the reasons given during the hearing and in 
this Decision. 

As previously stated the only questions raised by the Staff or any inter- 
veners in regard to the applications of Texas Eastern and Penn-Jersey were 
based upon the prices to be paid by Texas Eastern to the independent pro- 
ducer applicants. Since these questions have been resolved in favor of the 
applicants, the certificates sought by the two pipe line applicants are herein- 
after authorized in accordance with their applications, as amended during 
the hearing. 


FURTHER FINDINGS AND CONCLUSIONS 


Upon the facts in evidence, together with the pleadings and the briefs and 
arguments of counsel, it is further found and concluded that: 

1. Texas Eastern Transmission Corporation is a corporation organized and 
existing under the laws of the State of Delaware. Its principal place of busi- 
ness is at Shreveport, Louisiana. 

2. Texas Eastern is a natural gas company which owns and operates, among 
other properties, a natural gas transmission system extending from the State 
of Texas to the Eastern Seaboard in the Philadelphia-Newark area. It is 
authorized to do business in the States of Texas, Louisiana, Arkansas, Missouri, 
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Illinois, Indiana, Ohio, West Virginia, Mississippi, Alabama, Tennessee, Ken- 
tucky, Pennsylvania, New Jersey, New York, Oklahoma, Kansas, Colorado and 
Utah. 

3. Texas Eastern seeks authorization in Docket No. G—12446, as amended, 
to construct and operate transmission facilities which have been described in 
its application, as amended, and in this decision and to modify certain existing 
facilities as also set out in the application, as amended, and in this decision. 

4. Texas Eastern also seeks authorization here to lease and operate certain 
facilities proposed to be constructed and leased to it by Penn-Jersey in Docket 
No. G—12447 and to sell and deliver to existing customers additional volumes 
of natural gas up to a maximum volume of 101,660 Mcf per day at 14.73 Mcf, 
as more fully appears in the application and this decision. 

5. The facilities for the construction or leasing and operation of which 
authorization is sought in Docket No. G-12446 will, when constructed or leased 
and when operation is begun, be facilities for the transportation and sale of 
natural gas for resale in interstate commerce and the proposed additional 
sales, for which authorization is sought in the said Docket No. G—12446, will 
be sales of natural gas for resale in interstate commerce, all subject to the 
jurisdiction of and requiring certification by this Commission. 

6. Texas Eastern Penn-Jersey Transmission Corporation is a corporation 
organized and existing under the laws of the State of Delaware. Its principal 
place of business is in Shreveport, Louisiana. 

7. Penn-Jersey is and has heretofore been found by the Commission to be a 
natural gas company, which is authorized to do business in the States of 
Pennsylvania and New Jersey, and owns a natural gas pipeline system con- 
structed under authorization granted by and subject to the jurisdiction of 
this Commission. Facilities owned by Applicant consist of a pipeline system 
extending from the Oakford Storage Field in Westmoreland County, Penn- 
sylvania to Texas Eastern’s Compressor Station No. 26, near Lambertville, 
New Jersey. Penn-Jersey is a wholly-owned subsidiary of Texas Eastern, 
and its system is interconnected with that of Texas Eastern, which operates, 
under lease, all of Penn-Jersey’s facilities. 

8. Penn-Jersey seeks authorization in Docket No. G—12447, to construct the 
additional compressor facilities described in its application, as amended, and to 
lease them to Texas Eastern Transmission Corporation. Penn-Jersey also pro- 
poses to modify certain existing compressor facilities, now leased and operated 
by Texas Eastern. The estimated over-all capital cost of such additions and 
modifications is approximately $11,197,000. 

9. The facilities which Penn-Jersey seeks authority in Docket No. G—12447 
to construct and to lease to Texas Eastern for operation, as well as the 
facilities now under certification by this Commission which Penn-Jersey now 
proposes to modify, are facilities for the transportation and sale of natural 
gas in interstate commerce for resale and their construction, leasing and 
modification are subject to the jurisdiction of this Commission. 

10. Continental Oil Company is a corporation duly organized and existing 
under and by virtue of the laws of the State of Delaware, with its principal 
place of business at Houston, Texas. It is authorized to do business in each 
of the 48 states of the United States and in the District of Columbia. 

11. Continental seeks authorization in Docket No. G-12432 to sell and 
deliver to Texas Eastern in the Rayne Field, Acadia Parish, Louisiana, natural 
gas produced in the said field, as more fully appears in the application and 
in the contract dated February 1, 1957, which is in evidence as part of Hear- 
ing Exhibit No. 3 in these consolidated proceedings. 
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12. The application of Continental in Docket No. G—12432 covers the interests 
of the following parties as owners of minor undivided interests in some of 
the leases which are subject to the Gas Sales Contracts: Kirby Vensyn Petro- 
leum Company, Texas Gas Exploration Corporation, Walter J. Crawford, Nitis 
H. Hooks, Royalty Corporation of Beaumont, C. B. Claypool, Harry Lucas, 
Jr., Philip B. Lucas, H. E. Dishman and F. J. Muller. Each of these parties 
has authorized Continental to file on its behalf. 

13. Continental is and has heretofore been found to be a natural gas com- 
pany, as the term has now been found to be defined in the Natural Gas Act; 
each of the owners of minor undivided interests for whom Continental has 
filed in Docket No. G—12432 is or will be a natural gas company when delivery 
of gas to Texas Eastern is begun on its or his behalf by Continental, and the 
proposed sale for which a certificate is here sought by Continental is a sale 
of natural gas in interstate commerce for resale, subject to the jurisdiction 
of this Commission. 

14. M. H. Marr is an individual resident of the city and county of Dallas, 
Texas. His principal business is the production and selling of natural gas 
and crude oil. A part of the gas which Marr produces is gathered and sold 
to purchasers which have heretofore been found to be natural gas companies 
within the meaning of the Natural Gas Act. 

15. Marr denies that he is a “natural-gas company” as that term is defined 
in the Natural Gas Act and asks in Docket No. G—12885 for a disclaimer of 
jurisdiction by this Commission, or (in the alternative) for a certificate of 
convenience and necessity authorizing the sale and delivery to Texas Eastern 
in the Rayne Field, Acadia Parish, Louisiana of natural gas produced by or 
for Marr in the said field, as more fully appears in the application and in 
the contract dated February 1, 1957, which is attached to the said application 
as Exhibit A thereof. 

16. Upon the beginning of deliveries of natural gas by Marr to Texas Eastern 
in the Rayne Field for resale in interstate commerce, Marr will be engaged 
in the sale in interstate commerce of the said gas for resale and will be a 
natural gas company within the meaning of that term in the Natural Gas Act, 
as now interpreted; and the sale and delivery of natural gas by Marr to Texas 
Eastern, proposed in his application in Docket No. G—12885, will be subject to 
the jurisdiction of this Commission. 

17. Sun Oil Company is a corporation organized under the laws of the State 
of New Jersey. Its principal business is the production, transportation, refin- 
ing, and selling of crude oil, and the marketing of refined products recovered 
from crude oil. “Inter alia”, it has for many years been engaged, and is now 
engaged in the business of producing and gathering natural gas, and in selling 
a part of the gas which it produces to purchasers which are natural gas com- 
panies within the meaning of the Natural Gas Act. 

18. Sun has applied to this Commission in Docket No. G-12913 for an Order 
of the Commission disclaiming jurisdiction over the facilities and sale of 
natural gas described therein, or (in the alternative) a Certificate of Public 
Convenience and Necessity pursuant to the Commission’s Order No. 174-B to 
authorize the sale by Sun of the said gas, which is produced in the Rayne 
Field, Acadia Parish, Louisiana to Texas Eastern in accordance with the con- 
tract between Sun and Texas Eastern, dated February 1, 1957, and in evidence 
as part of Hearing Exhibit No. 3 in these proceedings. 

19. Sun is and has heretofore been found to be a natural gas company, as 
the term has now been found to be defined in the Natural Gas Act, and the 
proposed sale for which a certificate is here sought by Sun is a sale of natural 
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gas in interstate commerce for resale, subject to the jurisdiction of this Com- 
mission. 

20. General Crude Oil Company is a corporation organized under the laws 
of the State of Delaware, and has its principal place of business in Houston, 
Texas. It is authorized to do business in the states of Arkansas, Colorado, 
Delaware, Kansas, Louisiana, Nebraska, New Mexico, North Carolina, North 
Dakota, South Dakota, Oklahoma and Texas. 

21. General Crude has filed an application in Docket No. G-—12931 for a 
certificate of public convenience and necessity pursuant to the Natural Gas 
Act, for the sale of natural gas to Texas Eastern Transmission Corporation, 
under a contract dated February 1, 1957, from the Rayne Field, Acadia Parish, 
Louisiana, as more fully appears in the application of General Crude and in 
the said contract, which is in evidence here as part of Exhibit No. 3. It denies 
that the sale is subject to the jurisdiction of the Commission, but files its 
application pursuant to Order No. 174-B of the Commission. Deliveries were 
not being made under the aforesaid contracts on June 7, 1954. 

22. General Crude is and has heretofore been found to be a natural gas 
company, as the term has now been found to be defined in the Natural Gas 
Act, and the proposed sale for which a certificate is here sought by General 
Crude is a sale of natural gas in interstate commerce for resale, subject to 
the jurisdiction of this Commission. 

23. The reserves from the Rayne Field, Acadia Parish, Louisiana, made 
available to Texas Eastern under contracts of that company with the several 
producer applicants herein together with the additional reserve available to 
Texas Eastern from Mexico and from the 3rd, 4th and 6th Railroad Commis- 
sion Districts in Texas by reason of revised estimates, are adequate to supply 
the additional demand on Texas Eastern’s system for which it was directed 
in Opinion No. 296 to present a further reserve showing, and to supply the 
101,660 Mcf per day maximum additional demand, for the supplying of which 
to existing customers authority is sought by Texas Eastern in Docket No. 
G-—12446, as well as the additional compressor fuel required for transportation 
of the additional volumes here proposed. 

24. The proposed facilities of Texas Eastern described in the application in 
Docket No. G—12446, as amended and the proposed facilities described in the 
application of Penn-Jersey in Docket No. G—12447, as amended are adequate 
in each case to perform the services and make the deliveries proposed by the 
two pipe line companies in these proceedings. 

25. The estimated cost of the facilities for which certificates are sought by 
Texas Eastern in Docket No. G—12446 and by Penn-Jersey in Docket No. 
G-—12447 are reasonable and the said two applicants are financially able to 
construct the said facilities. 

26. The leasing by Penn-Jersey to Texas Eastern of the facilities for which 
a certificate is sought in Docket No. G—12447 and their operation by Texas 
Eastern as proposed in the application in Docket No. G—12446 is identical with 
the manner in which the existing facilities of Penn-Jersey are now leased 
to and operated by Texas Eastern and appears to be consonant with the public 
interest. 

27. The services, sales, operation and construction proposed in Docket No. 
G-12446 by Texas Eastern are and will be required by the present and future 
publie convenience and necessity. 

28. The construction and leasing to Texas Eastern of the facilities described 
in the pleadings in Docket No. G—12447 by Penn-Jersey are and will be required 
by the present and future public convenience and necessity. 
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29. The natural gas reserve dedicated to Texas Eastern by Continental, 
Marr, Sun and General Crude by their respective contracts with Texas Eastern, 
dated February 1, 1957, and by the other owners represented by Continental 
under their contracts of March 27, April 5 and 11, and May 2, 1957, are ade- 
quate for the performance of the service and the delivery of the volumes 
of natural gas for which certificates are sought by Continental in G—12432, by 
Marr in G—12885, by Sun in G—-12918, and by General Crude in G-—12931. 

30. The service and sale to Texas Eastern proposed by each of the inde- 
pendent producers filing or represented in the proceedings in Docket Nos. 
G-12482, G—12885, G—-12913 and G—12931 are and will be required by the present 
and future public convenience and necessity. 

31. In the course of the hearing, each of the four producer applicants in 
these consolidated proceedings made a prima facie showing of the reasonable- 
ness of the proposed initial rate at which it, or any interest represented by 
it, seeks to sell and deliver gas from the Rayne Field to Texas Eastern, in 
the light of the comparable volumes involved, the competitive markets involved 
and the comparative cost of acquiring (in Mexico) and transporting equal 
volumes of gas from the Mexican border at the Rio Grande to Acadia Parish, 
Louisiana, 

82. There is no showing by the Staff or by any intervener that the proposed 
initial rates are unreasonable, or will in fact, result in any increase in price 
of other natural gas to Texas Eastern or any other interstate pipeline. 

33. Neither the record in these consolidated proceedings nor any evidence 
offered by any of the parties during the hearing justifies or requires the exer- 
cise of the Commission’s right to attach, to the issuance of a certificate for 
any of the independent producers here under consideration, any conditions 
as to the initial rate or price at which gas is to be sold and delivered to Texas 
Eastern in the Rayne Field. 

84. There is no showing in this record that the proposed initial rate at 
which gas is to be sold and delivered by the four producer applicants to Texas 
Eastern is unduly or unreasonably low or that the value of the said gas will 
be any greater than at present on the Ist day of November of the year 1958 
or of any subsequent year. 

35. The public convenience and necessity require that each of the certificates 
issued in Docket Nos. G—12482, G—12885, G—12913 and G—12931 contain a con- 
dition that issuance of the said certificates shall, under no conditions or 
circumstances be deemed or held to authorize any of the proposed annual 
escalations beginning November 1, 1958, to become effective without the filing 
by each certificate-holder of notice of the proposed escalation as a rate increase, 
subject to whatever statutory powers this Commission may then have to sus- 
pend rate increases or to enter upon a hearing as to the reasonableness of 
such increases in the light of the circumstances and conditions then existing. 

WHEREFORE, IT IS ORDERED, subject to review by the Commission, as 
provided by its Rules of Practice and Procedure, that: 

A. A certificate of public convenience and necessity be and the same is 
hereby issued in Docket No. G—12446 authorizing Texas Eastern Transmission 
Corporation to construct and operate the additional transmission and measur- 
ing facilities described in its application, as amended, to modify certain of 
its existing compressors as proposed in the said application as amended, to 
sell and deliver to present customers the additional volumes of gas proposed 
in the application in the maximum amount of 101,660 Mcf per day at 14.73 
psia, and to lease and operate the facilities of Texas Eastern Penn-Jersey 
Transmission Corporation described in that company’s application in Docket 
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No. G—12447 as amended, and for the construction of which a certificate is 
hereinafter issued. 

B. A certificate of public convenience and necessity be and the same is 
hereby issued in Docket No. G—12447 authorizing Texas Bastern Penn-Jersey 
Transmission Corporation to construct the additional transmission facilities 
described in its application, as amended, to lease the said additional facilities 
to Texas Eastern Transmission Corporation for operation, and to modify cer- 
tain of its existing compressors, now under lease to Texas Eastern, as pro- 
posed in its said application in Docket No. G—12447 as amended. 

C. The construction and modification of facilities certificated in Paragraphs 
(A) and (B) hereof shall be commenced within 45 days from the date of 
issuance of this order. 

D. A certificate of public convenience and necessity be and hereby is issued 
in Docket No. G—12432, to Continental Oil Company, authorizing the sale and 
delivery to Texas Eastern Transmission Corporation of the volumes of natural 
gas from the Rayne Field in Acadia Parish, Louisiana, described and pro- 
vided for in the contract of February 1, 1957, between Continental Oil Com- 
pany, as seller and Texas Eastern as buyer and the subsequent contracts of 
March 27, 1957, between F. J. Muller as seller and Texas Eastern as buyer, 
of April 5, 1957 between Kirby Vensyn Petroleum Company as seller and Texas 
Eastern as buyer, of April 11, 1957 between Texas Gas Exploration Company 
as seller and Texas Eastern as buyer, and of May 2, 1957 between H. E. Dish- 
man, Walter J. Crawford, Philip B. Lucas, C. B. Claypool, Harry Lucas, Jr., 
Nitis H. Hooks and Royalty Corporation of Beaumont as sellers and Texas 
Eastern as buyer, together with the construction and operation of any facilities 
subject to the jurisdiction of this Commission necessary therefor, subject to 
the terms and conditions of this order. 

E. Certificates of public convenience and necessity be and hereby are issued 
in Docket No. G—12885 to M. H. Marr, in Docket No. G—12913 to Sun Oil Com- 
pany and in Docket No. G—12931 to General Crude Oil Company authorizing 
the sale and delivery by them to Texas Eastern Transmission Corporation of 
the volumes of gas from the Rayne Field in Acadia Parish, Louisiana described 
and provided for in their respective contracts of February 1, 1957 with Texas 
Eastern as buyer, together with the construction and operation of any facili- 
ties subject to the jurisdiction of this Commission necessary therefor, subject 
to the terms and conditions of this order. 

F. The certificates issued in Paragraphs A, B, D, and E hereof shall be 
accepted in writing under oath by a responsible official of the respective appli- 
cants within 30 days from the issuance of this order. 





G. The grant of the certificates herein shall not be construed as a deter- 
mination of the justness or reasonableness of the initial or subsequent prices 
contained in the gas purchase contracts, nor as a waiver of the requirements 
of Section 4 of the Natural Gas Act, or of Section 154 of the Commission’s 
Rules and Regulations thereunder requiring the filing of rate schedules for the 
service herein authorized; and is without prejudice to any findings or orders 
which have been or may hereafter be made by the Commission in any pro- 
ceeding now pending or hereafter instituted by or against the applicants. 
Further, the action in this proceeding shall not foreclose nor prejudice any 
future proceeding or objection relating to the operation of any price or related 
provision in the gas purchase contracts herein involved. 

H. Nothing contained in this order shall, under any circumstances or con- 
struction of existing law, be construed as authorizing any price escalation on 
November 1, of 1958, or any subsequent year, as provided in Article IX, Section 
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1 of each independent-producer contract or the sale and delivery of gas at any 
time at such proposed escalated price, without the filing of notice as a proposed 
rate increase and appropriate action by this Commission, or any successor 
thereof, as then provided by Statute. 

I. It is the intent and purpose of this order that the certificates of public 
convenience and necessity issued in Paragraphs A, B, D and E shall be inter- 
dependent and that no construction of facilities or delivery of natural gas under 
and by virtue of said certificates shall be commenced until each and all of said 
certificates shall have been accepted. 

J. The general terms and conditions set forth in paragraphs (a), (c)(1), 
(c) (3), (c)(4) and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act, shall attach to the issuance of the certificates 
granted in Paragraphs A, B, D, and E hereof, and to the exercise of the rights 
granted thereunder. 

K. The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by Paragraph (b) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
is hereby fixed at eight months from the date on which this order issues. 


GLEN R. Law, 
Presiding Examiner. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and John B. Hussey. 


SOUTHERN NATURAL GAS COMPANY, DOCKET NO. G-13864; THE 
BRITISH-AMERICAN OIL PRODUCING COMPANY, OPERATOR, 


DOCKET NO. G-13636; LILLIE C. CULLEN, ET AL., DOCKET NO. 
G-13873 


ORDER AMENDING ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued June 23, 1959) 


The British-American Oil Producing Company, Operator, (British-American) 
and Lillie C. Cullen (Cullen), filed petitions on August 28, 1958 and November 
26, 1958 respectively, to amend the Commission’s order issued on March 31, 
1958 in the above-entitled matters, as hereinafter described, all as more fully 
represented in the respective petitions. 

In the above-designated order British-American in Docket No. G—18636 and 
Cullen in Docket No. G—13873 were issued certificates of public convenience 
and necessity authorizing sales of natural gas in interstate commerce to 
Southern Natural Gas Company (Southern Natural) from the Tantine Field, 
Plaquemines Parish, Louisiana. 

The certificates were issued on the basis of an initial rate of 21.25 cents 
per Mcf at 15.025 psia, including one cent per Mcf Louisiana tax reimburse- 
ment. On August 1, 1958, an additional one cent per Mcf levied by the State 
of Louisiana became effective. British-American’s and Cullen’s share of such 
additional tax reimbursement is 0.75 cent per Mcf each, making the initial 
rate to be charged the buyer (Southern Natural) 22 cents per Mcf at 15.025 
psia. 

Subsequently, British-American and Cullen filed changes in their respective 
rate schedules reflecting the suspension (by the State) of the Louisiana 
gathering tax and increase in the Louisiana severance tax effective December 
1, 1958. Under the provisions of these rate schedules the severance tax reim- 
bursement is equivalent to the gathering tax reimbursement. Accordingly, the 
total effective rate under such rate schedules, remains at 22 cents per Mcef. 
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The petitioners seek to amend the Commission’s order, issued March 31, 1958 
‘in this proceeding, to reflect an initial rate of 22 cents per Mcf in lieu of the 
21.25 cents per Mcf as authorized therein. 


The Commission finds: 


It is necessary and appropriate to carry out the provisions of the Natural 
‘Gas Act and the public convenience and necessity require that the order of the 
Commission issued in this proceeding on March 31, 1958, be amended as here- 
inafter ordered. 


The Commission orders: 


The order of the Commission issued March 31, 1958 In the Matters of South- 
ern Natural Gas Company, et al., Docket Nos. G—13864, et al., 19 FPC 414, is 
hereby amended to reflect an initial rate of 22 cents per Mef in lieu of the 21.25 
cents per Mcf authorized therein. In all other respects said order shall remain 
‘in full force and effect. 





SOUTH CAROLINA PUBLIC SERVICE AUTHORITY, PROJECT NO. 199 
ORDER ADOPTING INITIAL DECISION OF PRESIDING EXAMINER 
(Issued June 24, 1959) * 
Syllabus 


Commission amends hydroelectric project license to permit an increase in the 
water level at the diversion dam, conditioned to require licensee to arrange 
for adequate warnings so that the water can be lowered to a safe level 
in the event of a hurricane. 

Commissioners CONNOLE and KLINE not participating. 
Hon. R. M. Jeffries and W. D. Simpson for South Carolina Public Service 

Authority. 

A. J. Hydrick, Jr., A. W. Knight, Charlton B. Horger, and Irvine F. Belser 

for Orangeburg County, S. C. 

Irvine F. Belser and Irvine F. Belser, Jr., for Irvine F. Belser, et al. 
Joseph B. Hobbs for the staff of the Federal Power Commission. 































Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and John B. Hussey. 


On May 25, 1959, the presiding examiner issued an initial decision herein 
under Part I of the Federal Power Act which would amend the license of the 
South Carolina Public Service Authority for its Project No. 199 on the Santee 
and Cooper Rivers so as, among other things, to authorize a maximum normal 
high-water level at elevation 76.8 feet instead of 75 feet above mean sea level 
at its diversion dam at Wilson Landing on the Santee River. On June 15, 
1959, joint exceptions and motion for oral argument and permission to file 


an additional brief were filed by interveners, Orangeburg County and Irvine 
F. Belser. 


The Commission finds: 


(1) Upon consideration of the entire record in these matters, including oral 
and documentary evidence and the briefs filed before the presiding examiner, 
the decision of the presiding examiner issued May 25, 1959, should be adopted 
as the decision of the Commission. 





* Initial decision appears on p. 888. 
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(2) The exceptions to the decision of the presiding examiner and motion 
for oral argument and permission to file an additional brief, filed herein, should 
be denied. 


The Commission orders: 


(A) The decision of the presiding examiner issued herein on May 25, 1959, 
is hereby adopted, and such decision will become the decision of the Com- 
mission as of the date of issuance of this order. 

(B) The exceptions to the decision of the presiding examiner and motion 
referred to above, filed by interveners, Orangeburg County and Irvine F. Belser, 
are hereby denied. 

DECISION 


UPON AN APPLICATION TO AMEND THE PROJECT LICENSE 
(Issued May 25, 1959) 

Law, Presiding Examiner: On June 21, 1950 application was filed by South 
Carolina Public Service Authority, (Authority) Licensee for Project No. 199, 
for amendment of license for the project to authorize operation of the Santee- 
Cooper reservoir with normal high-water level at elevation 76.8 feet above 
mean sea level at Wilson Landing and to operate all other project waters on 
the Santee and Cooper Rivers at such levels as may result therefrom, in lieu 
of the present limitation of the operation of the reservoir to 75 feet above 
mean sea level. Numerous protests against the granting of the application 
and requests for hearing thereon were received by the Commission from indi- 
viduals, corporations, civic groups and county officials. For reasons which are 
not fully explained but may well be partially related to (1) the Korean emer- 
gency and (2) a prolonged dry period during which the water level seldom 
reached 75 feet in either Lake Moultrie or Lake Marion, no effort was made 
by the Authority to seek an early decision upon its application for amendment 
of the license. 

In the early part of 1958 the Authority showed renewed interest in the pro- 
posed amendment by requesting the Commission to take action in this matter. 
In view of the elapsed time since the filing of the application for amendment, 
a notice dated February 25, 1958 was mailed to all protestants or their repre- 
sentatives whose names and addresses were known to the Commission, request- 
ing a statement of their present position with respect to the application for 
amendment, prior to any staff recommendation thereon to the Commission. 
In response to the notice, numerous renewals of protests against the applica- 
tion and requests for hearing thereon were received by the Commission. 

In addition to the protests filed with the Commission, a petition for inter- 
vention was filed on March 14, 1958 by Orangeburg County, South Carolina 
(Orangeburg) and on April 17, 1958 the Commission granted intervention to 
Orangeburg, after consideration of answer to the petition filed by Authority. 
By Commission order a public hearing was set for June 3, 1958 at Sumter, 
South Carolina, which hearing was postponed to June 26, 1958 at Sumter, 
South Carolina, by notice from the Commission’s Secretary. At the hearing, 
request was made orally to the undersigned Presiding Examiner by Irvine F. 
Belser (Belser) for the right to intervene in the proceeding. The Presiding 
Examiner granted the request to Mr. Belser and said action of the Presiding 
Examiner was confirmed by the Commission upon consideration of a written 
petition subsequently filed by Belser. 

Hearing sessions were held at Sumter, South Carolina on June 26, 27 and 
28, at Moncks Corner, South Carolina on June 30, and at Sumter on July a 
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and 2, 1958. An initial brief was filed by Authority on September 8, 1958; 
reply briefs were filed by Commission Staff on December 12, 1958; and by 
the interveners, Orangeburg and Belser, December 15, 1958; and a final brief 
(designated as “Reply Brief”) by Authority on December 29, 1958. 

The license for Project No. 199 was originally issued to the Columbia 
Railway and Navigation Company (Company). Subsequently, the license 
was transferred to the South Carolina Public Service Authority, an agency 
of the State of South Carolina. The project, as constructed by the Authority 
in accordance with plans approved by the Commission, differs from that 
originally proposed by the Company. The principal differences pertinent 
here are that the dams, dikes, and spillway gates were constructed to 
greater heights than those proposed by the Company. 


THE FROJECT 


The hydroelectric features of Project No. 199 include: 

1. An upper reservoir approximately 40 miles in length known as Lake 
Marion. Lake Marion is formed by a diversion dam across the Santee River 
known as the Santee Dam, or the Wilson Landing Dam. The Project spillway 
is located in the Santee Dam, and discharges into the Santee River. Water 
which passes over the Project spillway cannot be used for the production 
of electric power and is wasted. The Santee Dam also contains a small 
hydroelectric plant with a capacity of approximately 1,920 kilowatts. This 
small powerhouse was constructed in 1950 at one end of the Santee spillway 
for the purpose of utilizing the 500 cubic feet per second which the Project 
license requires to be discharged continuously into the lower Santee River. 

2. A diversion canal approximately eight miles in length connecting Lake 
Marion with the lower reservoir. Practically all water utilized by the main 
powerhouse passes through this diversion canal. 

8. A lower reservoir approximately 12 miles in diameter known as Lake 
Moultrie. The main Project powerhouse is located at the lower end of 
Lake Moultrie. Water used by the turbines in the main powerhouse is 
discharged into the tail-race canal and flows thence into the Cooper River. 
The main Project powerhouse is sometimes known as the Pinopolis 
Powerhouse. 

The Company was originally authorized to construct spillway gates with 
a top elevation of 75 feet, and Article 2B authorized a maximum normal 
pool level to the top of the gates. The Authority was subsequently authorized 
to construct spillway gates with a top elevation of 76.8 feet. While the 
Company completed no project structures, it did obtain amendments to its 
Project plans and license. The present wording, which the Authority’s appli- 
cation now seeks to amend, is contained in “B” of Article 2, of the License 
as now amended, as follows, to wit: 

(b) A reservoir created by the said diversion dam with water level 
at 75 feet above mean sea level: 
* x * . * * ’ 

(ad) A reservoir created in Ferguson Swamp by the above last men- 
tioned dam and dikes with water level at 75 feet above mean sea level: 


Project History and Description 


The original application was filed March 28, 1921 by Company. The proposed 
project as then constituted, consisted of a navigable canal 24 miles long, 
not less than 10 feet deep and of adequate width, from a point on the 
Santee River near Ferguson in Orangeburg County, South Carolina, to the 
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Cooper River near Moncks Corner, Berkeley County, South Carolina. The 
power plant was to be near the southerly terminus of the canal and have 
a capacity of 80,000 horsepower. A preliminary Permit was authorized July 
23, 1921 and issued September 14, 1921, for a 2-year period. 

Application for a major License was filed September 13, 1923. The 
License was authorized by order of July 17, 1924. Said License was actually 
accepted on March 15, 1926 and issued April 2, 1926. 

The License provided for a diversion dam in the Santee River at Ferguson, 
a 14 mile canal with headgates and a lock, a reservoir formed by three dams 
and dikes, a powerhouse near Pinopolis, South Carolina, and a flight of 
two locks providing for navigation into the reservoir and through the canal. 
Construction was to be in two stages, the first stage construction to provide 
for impounding of water to a height of 55 feet above mean sea level. In 
the second stage, the reservoir was to be raised about ten feet, the static 
head of final development being about 60 feet with 48,000 horsepower 
capacity and provision for ultimate installation up to 122,000 horsepower. 

In January 1927 the time for beginning construction was extended to 
December 31, 1928. Between this date and 1934 some construction and a 
considerable volume of protests, pleadings and other actions intervened, 
including hearings in September and October 1932 upon alleged violations 
by the Licensee, which might form the basis of action by the Attorney 
General. On July 30, 1934, the Company and the Authority filed a joint 
application for transfer of the license to the Authority. On April 4, 1939 
an order was filed authorizing transfer of the license in Project No. 199 
to the Authority. Instrument No. 5, in evidence here, effects the mandate 
of this order. The Comptroller General was formally notified of the transfer 
to Authority on May 5, 1939, and a copy of the deed conveying the necessary 
properties of Company to Authority was filed August 25, 1939. On January 
25, 1940, an order was filed granting exemption from annual charges, for 
the period from April 4 to December 31, 1939. 

Instrument No. 8 (one of a series of instruments issued in this proceeding), 
dated May 31, 1933, was issued in accordance with a Commission order 
issued April 22, 1933. This instrument is the first which refers to a 75 foot 
height above mean sea level and provided (among other things) for 

“b” A reservoir created by the diversion dam with water level at 75 
feet above mean sea level; and 

“ad” A reservoir created in Ferguson Swamp by the above dam and dikes 
with a water level at 75 feet above mean sea level. 

After transfer of the license to Authority and during construction, other 
instruments amending or modifying the license were authorized by the 
‘Commission. These related to various matters, including charges for use 
of government lands, provisions for removal of underbrush, provisions for 
navigation, a lease for wildlife refuge, addition and modification of trans- 
mission lines and other matters, including extensions of time for beginning 
and completion of construction, and approval of substituted exhibits. In 
so far as these relate to matters other than operation level of the project 
they are immaterial to this proceeding. Time for completion was also 
extended, the final date for such completion appearing to be March 31, 
1942. On December 4, 1942, Authority filed a report showing generation 
of energy from February through June 30, 1942. The initial statement of 
the original cost of the project, as constructed, was filed February 26, 1944. 

As presently constructed and operated, the Project includes a diversion 
dam which ordinarily utilizes all but 500 cfs of the flow of the Santee 
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River and creates Lake Marion. A diversion canal some 7 or 8 miles in 
length conveys the water from Lake Marion into Lake Moultrie. The latter 
lake occupies what was formerly known as Ferguson Swamp. The water 
from the powerhouse at the Pinopolis dam, at the outlet of Lake Moultrie, 
flows through a tail-race canal into the Cooper River. Provisions are included 
in the license for facilities, which permit continuous navigation from the 
vicinity of Charleston, South Carolina, through the Cooper River, Lake 
Moultrie, the Diversion Canal, Lake Marion, and the Congaree River to 
Columbia, South Carolina. 

As presently authorized (with 75 feet height of water above mean sea level 
for each lake), the theoretical usable capacity of Lake Moultrie is 650,000 
acre feet. The total capacity of the said lake is approximately 1,099,954 
acre feet and the area is approximately 60,000 acres or about 93% square 
miles. With the elevation of Lake Moultrie increased to 76.8 feet above 
mean sea level, it would have a usable capacity of 760,000 acre feet, a total 
capacity of 1,209,954 acre feet and a total area of 63,700 acres or slightly 
more than 994 square miles. Lake Moultrie is about 9 to 12 miles in each 
direction. 

In actual practice, the testimony indicates that when the presently author- 
ized maximum height of 75 feet exists at Wilson Landing at the lower end 
of Lake Marion, the height of the water at the powerhouse gates at the 
lower end of Lake Moultrie would normally approximate 72.8 feet with a 
corresponding reduction in both the usable storage of Lake Moultrie and 
the effective head available for generation of energy at the main powerhouse. 
The comparatively small amount of energy obtained from the 500 cfs normally 
being spilled at Wilson Landing would not be affected. 

Lake Marion is about 35 or 40 miles in length, with the width of the lake 
varying considerably, from about 11 miles at its widest point down to 3 
miles or less. At a point somewhat less than half way up the lake, Lake 
Marion is crossed by United States Highways Nos. 15 and 301, which are 
conjoined for approximately 13 miles, including that portion of the highway 
which crosses Lake Marion. At a point approximately half way between 
Highways 15 and 301 and the head of Lake Marion, the reservoir is also 
crossed by a line of the Atlantic Coast Line Railway. 

At an elevation of 75 feet above mean sea level, Lake Marion has a usable 
eapacity of 910,009 acre feet, a total capacity of 1,260,101 acre feet and an 
area of approximately 156% square miles or 100,000 acres. Operated with 
an elevation of 76.8 feet above mean sea level at the dam, Lake Marion will 
have a usable capacity of 1,100,000 acre feet, a total of 1,450,092 acre feet 
and an area of 110,600 acres or slightly more than 172% square miles. 

No published records are available for stream flow of the Santee River at 
the confluence of the Wateree and Congaree, either before or after construc- 
tion of the project. Discharge records are available at the following gauging 
stations of the geological service: 

Wateree River near Camden, S. C.; drainage area 5,070, sq. mi. Broad 
River at Richtex, S. C.; drainage area 4,850 sq. mi. Saluda River near 
Columbia, 8. C.; drainage area 2,510 sq. mi. 

The total of these three drainage areas is 12,430 square miles, while the 
drainage area at the confluence of the Congaree and Wateree Rivers is 
about 14,040 square miles, or about 13 percent greater than the sum of the 
three rivers at the gauging stations. The drainage area below the Santee 
dam is approximately 14,700 square miler. 
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Operation of storage reservoirs in the Wateree and Saluda River basins 
has a regulating effect on the stream flow entering Lake Marion. For this 
reason, determination of inflow into Lake Marion based on upstream gauging 
stations and ratios of drainage basins would not produce accurate discharge 
records for flows on a daily basis. Normally, the effect of storage reservoirs 
is to decrease peak discharges and increase low discharges. 

Although a water level of 75 feet for both lakes had been authorized, 
the Authority obtained the necessary authority from this Commission and 
installed Tainter gates (62 in number), the top elevation on these gates 
being 76.8 feet. The Authority claims that the terms of the license are 
now ambiguous as to elevation, because it does not state where the 75 feet 
height above mean sea level is to be determined, and because the 75 feet 
height is made applicable to each of the two reservoirs. ‘The Authority 
further claims that to operate both reservoirs at the same heights is imprac- 
ticable and unfeasible. The witness Thomason confirmed this and stated 
that it would be impossible to operate the two reservoirs at the same level 
for more than a few minutes or at the most for a few hours. 

The basic issue involved in the present proceeding is the proposal by the 
Authority that the license be modified in such a manner as to provide that 
the water level at Wilson Landing at the lower end of Lake Marion should 
not exceed a maximum of 76.8 feet, which is equivalent to the authorized 
and constructed height of the spillway gates at that point. The Authority’s 
proposal is based upon its contention that the present language of the license 
is ambiguous and does not set forth a feasible method of operation. 

The interveners Orangeburg and Belser argue that the presently fixed 
height of 75 feet, as stated for each lake or reservoir, applies as a maximum 
height for the reservoir water at any point. They contend that the 
Authority can not profit by its own wrongful act (so claimed by the inter- 
veners) in operating at a higher water level in the past and should be 
limited in the future to the said 75 foot height. The evidence presented 
by the interveners tends to indicate a belief on their part that the 75 foot 
limit should extend to the head of Lake Marion, which head is indicated by 
a map of the South Carolina State Highway System (placed in evidence by 
the interveners) as being at least near the junction of the Wateree and 
Congaree rivers, if the said junction is not, in fact, within the reservoir, as 
claimed by the interveners. 

Staff Counsel argues that the future maximum height of Lake Marion 
at Wilson Landing should normally be fixed at an elevation of 76.8 feet 
above mean sea level, with such water levels in all of the project waters as 
may result therefrom. The Staff proposed originally, at the hearing, that 
the water level at Wilson Landing be reduced to and held at 75 feet during 
the hurricane season, being the months of July, August, September and 
October of each year. The Staff, in its brief however, upon the basis of 
rebuttal evidence, as to the availability of information as to the danger of 
approaching hurricanes, produced at the hearing, modified its proposal to 
that of a requirement that the Authority should, upon receipt of notice that 
a hurricane might strike within 48 hours, draw the reservoirs down to a maxi- 
mum height of 75 feet at Wilson Landing and maintain the said level of 75 feet 
as long as the hurricane danger should continue. 


The Evidence 


The Authority presented testimony of four witnesses. The respondents 
produced testimony from nine witnesses. The Staff placed two witnesses 
on the stand. In all, 61 exhibits were received in evidence. 
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Mr. Thomason (Assistant to the General Manager of Authority) testified 
that the power dam was closed in 1941 and that the water level reached 
a point which permitted generation of power about the early middle of 
1942. Since that time, the Project has been operating with the lakes as 
high as possible, within the normal limit of the available facilities. Since 
1942, the height of the water in Lake Marion has exceeded the elevation of 
75 feet approximately 19 or 19.5 percent of the time. Up to the time of 
the hearing the witness stated his belief that such height had been exceeded 
on more than 1100 days. 

The relative levels of the two lakes at Pinopolis Dam and at Wilson 
Landing Dam as above shown, are based upon the testimony of Mr. Thomason. 
Under other operating conditions, the differences in the two lakes would 
vary. Mr. Thomason estimated that operation with an upper limit of 75 
feet at Wilson Landing would cause loss of 20 percent of the usable storage 
and that the minimum loss in dependable capacity would be 6500 kilowatts. 
The witness estimated the average loss of dependable capacity at 10,100 
kilowatts. He stated that the Authority estimated that approximately 
20,907,000 kilowatt hours would be lost in an average year. 

If the Authority were required to maintain a level, not in excess of 75 
feet at Wilson Landing, the difference in value estimated by Thomason (being 
replacement value of equivalent steam generation) would be $118,040 annually 
in capacity value and $71,084 in value of energy generated, or a total differ- 
ence of $189,124. Mr. Sunda estimated the difference in value (upon a basis 
of 6,000 kilowatts of dependable capacity at $17.70 per kilowatt year and 
15,000,000 kilowatt hours of average annual energy at 3.4 mills per kilowatt 
hour) would amount to $157,000. In his estimation this represents a capitalized 
value of $3,700,000, based on a 50-year life for the Project and allowing for 
a return of 3.5 percent. 

If we were to apply the 75 foot limit at the upper end of Lake Marion, 
it would be necessary to lower the level at Wilson Landing (at the lower 
end of Lake Marion) below the 75 foot level. Moreover, if the water level 
were to be determined at the upper end of Lake Marion, the resulting level 
at Wilson Landing would vary seasonably and from day to day with every 
change in inflow and outflow. It appears reasonable to assume, therefore, 
as intent (in the adoption of the 75-foot level in 1933) that the water level 
would be measured at the lower end of each reservoir. Such measurement 
would be taken at Wilson Landing Dam in the case of Lake Marion and 
at Pinopolis Dam in the case of Lake Moultrie. 

The evidence is contradictory as to the amount of additional land which 
will be inundated by reason of the proposed increase in height of water levels, 
and as to the increase in operating expenses required for additional mosquito 
control and other activities. A witness for the Authority estimated the 
proposed increase of the reservoir area as 10,000 acres, while a witness for 
the interveners gave the additional area as 21,600 acres. Neither estimate 
appears to be the result of a survey or to be the product of a real study. 

There is also considerable dispute as to effect of higher water levels upon 
other lands in the general area of the two reservoirs, as well as the effect 
the higher water level may have upon highways maintained by county and 
local authorities. It does not appear that state and interstate highways 
will be affected by any proposed increase of the water level. Adverse effects 
upon standing timber were claimed by the interveners to extend to additional 
lands, some 21,000 acres in extent. On the other hand, this is disputed by 
the Authority’s witnesses. 
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The Manager of the general maintenance department of the Authority 
testified that lands for the two reservoirs were purchased on an individual 
tract basis. He stated that it had been found desirable to purchase land 
in excess of the acreage actually needed, for the reason that such purchases 
appeared to be cheaper than the payment of severance damages claimed by 
the property owners. Because of these excess purchases, the witness stated 
that the Authority had acquired between 25,000 and 30,000 acres of land 
above elevation 76.8. This witness stated that normally, when operating 
with water surface of 76.8 feet at Wilson Landing, the height of the water 
surface at the confluence of the two rivers (just below the gauge at Trezevant 
Landing) would be approximately 77.4 feet or some six-tenth of a foot above 
the water level at Wilson Landing. It is obvious that considerable portions 
of the lands owned by the Authority above the 76.8 elevation will be inun- 
dated in the future if the Authority’s request is granted and that some such 
lands may have been inundated in the past. 

It appears that the Trezevant Landing is the same point where the gauge 
known as the Fort Motte gauge is located. Certain data therefrom was by 
agreement of counsel made available to the interveners subsequent to the 
hearing, by the Columbia, S. C., office of the United States Geological Survey. 

The evidence indicates that the cost of clearing any heavily-wooded areas 
which might be inundated would approximate $100 per acre. A witness for 
the interveners claimed that from $5 to $8 per acre would be required each 
year to keep the area cleared. It was stated by a witness for the Authority 
that malaria control costs would vary with the methods used. Hand spraying 
would cost $7.20 per acre per year and the cost would be greatly reduced 
where it was possible to spray by plane. Cost of clearing additional lands 
and keeping them cleared, as well as cost of additional mosquito control 
activities, would serve as an offset against any benefits obtained through 
generation of additional energy, made possible by higher reservoir levels. 

It is claimed by the interveners that, in addition to any lands now owned 
by the Authority and not presently or heretofore inundated, or at least not 
heretofore authorized to be inundated, additional lands not presently owned 
by the Authority or subject to flowage rights of the Authority will be inun- 
dated legally by virtue of the proposed amendment, if approved. Other lands, 
which will not be inundated, will be depreciated in value because of the 
raised water table and the blockage of underground drainage channels, of 
which they now enjoy the benefits. The extent of the additional inundation 
and of the damage to lands affected but not necessarily inundated has not been 
determined and it is extremely doubtful whether it could be determined in 
advance with any degree of certainty. The evidence of record consists mainly 
of broad, general statements by witnesses on both sides and no better evidence 
appears to be available to the parties or the Commission at this time. 

If this Project were privately owned by a utility whose costs and return 
upon investment would be a burden upon rate-payers who had no source of 
relief other than this Commission, we would be constrained to make a closer 
study of the economic impact due to raising of water levels in the reservoirs. 
This would go to not only the economic feasibility, but also the advantage 
or disadvantage resulting to the rate-payers from the said change of levels. 

In the case of a project controlled by a State or an agency thereof, proposed 
additional costs must be measured not only by the effect upon rates but by 
the other benefits which may result from the increased capacity of the 
reservoir. The distribution of such benefits as between rate-payers, vaca- 
tioners, fishermen and other beneficiaries is a problem Jargely local to the 
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State of South Carolina and the political control which the State and its 
citizens may exercise over the management of an agency of the State are 
a better insurance of the use of good judgment, than any control which we 
can exercise over the manner of operation, except for the purposes of control- 
ling project-structures safety and the navigational facilities and opportunities 
which are the basic source of our jurisdiction over hydroelectric projects 
generally. 

There is evidence that a considerable portion of the lands formerly owned 
by Belser and conveyed to the Authority, have not been inundated by the 
waters of the reservoir, although such waters have admittedly frequently 
reached 76.8 feet at Wilson Landing. Belser has apparently sought to repur- 
chase the lands which were not inundated by the reservoir, under a statute 
authorizing such repurchase of unflooded lands where such lands were taken 
by condemnation and the refusal of the Authority to reconvey such lands 
appears to be the mainspring of his interest as an intervener. Counsel for 
the Authority alleges that the said statute is not applicable to the Belser 
lands, because they were conveyed by voluntary deeds from Belser and 
members of the family. Protection of the right to repurchase under the 
South Carolina statute is not for us to consider here, but is a matter which 
should be determined by the Courts of South Carolina. Our problem here 
is determining whether the license should be modified. If, as a result of that 
modification, additional lands or flowage rights must be acquired by the 
Authority or damages paid by the Authority to the owners of other lands 
sufficiently close to the reservoir to be affected adversely by any resulting 
increase in water levels, the problem thus arising must also be settled by the 
Courts of the jurisdiction where the lands lie. 

It was claimed at the hearing that lands at a considerable distance from 
Lake Marion would be adversely affected by any increase in water level. 
The period of some months prior to the hearing had been a period of 
unusually wet and rainy weather throughout practically all of eastern South 
Carolina. As a result of this general condition throughout the area of 
the two reservoirs, it was difficult for witnesses to say whether existing 
swampy conditions and the inability of farmers to use tractors and other 
machinery to prepare ground or move crops were due to the higher levels 
of the lakes or to the more or less incessant rainfall through much of the 
first half of 1958. 

Among the evil results claimed for higher water levels was the destruction 
and depreciation in value of the standing timber on lands which were 
“sobbed” because of the rising water. It was admitted that while the effect 
upon the softer woods would be generally bad, there might be some com- 
pensating improvement in the case of hardwoods over a long term of years. 
All these matters can be better determined after the results of higher water 
can be observed. In the meantime, compensatory values to the public may 
be found in the possible increase of striped bass (stated to be only found 
in fresh water in the Santee-Cooper reservoirs) and in other recreational 
benefits due to the increased area of the two lakes. 

An engineer, who testified for Staff Counsel, presented an exhibit showing 
that, in his opinion, the Project could be operated with a water height of 
76.8 feet above mean sea level at Wilson Landing during most of the year, 
without danger to the project structures. He recommended a limitation of 
the water level at that point to 75 feet during the hurricane season (July 
through October) each year. Testimony presented by the Authority showed 
that a system of hurricane warnings existed, which would make it possible 





806 FEDERAL POWER COMMISSION 


to reduce the water level to 75 feet after it became known that a hurricane 
was approaching. 

Apparently because of the established availability of information in regard 
to impending hurricanes, the position of Staff Counsel in his brief differed 
from the evidence previously presented on his behalf. The brief proposed 
that upon receipt of information from the United States Weather Bureau 
and the United States Geological Survey that a hurricane will reach the 
Santee River drainage basin above the diversion dam at Wilson Landing 
within 48 hours, the Authority shall proceed (immediately and in an orderly 
manner) to lower the water level at that point to 75 feet above mean sea 
level. The brief further recommends that such 75 foot elevation shall not 
be exceeded so long as the threat of the hurricane or the flood flows resulting 
therefrom shall continue. 

It is believed that some modification of Staff’s original proposal is desirable. 
It is entirely possible that there will, during the life of the Project, be years 
when no hurricane will approach the Project area. In such years, it appears 
that lowering the water level unnecessarily would result in loss of head at 
the powerhouse and a resultant reduction in electric generations. The order 
hereinafter adopted is so worded to try to avoid the loss of energy which can 
be safely generated in the critical hurricane months. 

It is felt, however, that a positive duty should be imposed upon the Authority 
to maintain constant contacts with both the Weather Bureau and the Geo- 
logical Survey so that there shall be no possible chance of failing to receive 
warning in good time, when a hurricane is actually approaching. We are 
hereinafter making it the duty of the Authority to arrange with the two 
government agencies for immediate direct warning to be given to the 
Authority, when these agencies or either of them, may discover the approach 
of a hurricane to the area in which the two lakes are situated or to the 
drainage basin from which the lakes are fed. Furthermore, as an added 
precaution, we are lengthening the time to 72 hours before the hurricane 
is expected and providing that the drawdowns shall be completed as expedi- 
tiously as is consonant with the safety of the project structures and of 
persons or property downstream from the diversion dam at Wilson Landing. 


FURTHER FINDINGS AND CONCLUSIONS 


Upon the facts in evidence, together with the pleadings and the briefs 
and arguments of counsel, it is further found and concluded that: 

(1) The South Carolina Public Service Authority is the Licensee of Proj- 
ect No. 199, commonly referred to as the Santee-Cooper Project, the License 
for the said project having been issued in 1926 to Columbia Railway & 
Navigation Company and subsequently transferred to the Authority by action 
of this Commission. 

(2) Project No. 199 consists of two reservoirs, known respectively as 
Lake Marion and Lake Moultrie, a diversion canal approximately eight 
miles in length connecting the two reservoirs, a main powerhouse near Pino- 
polis, South Carolina with an installed capacity of 132,600 kilowatts, a secondary 
hydroelectric plant of approximately 1,920 kilowatt capacity at one end of 
the Santee Dam spillway near Wilson Landing together with navigation 
locks, dams, earthen dykes and other facilities more accurately described in 
the License and the Amendments thereto, heretofore approved and issued by 
this Commission. 

(3) Construction of the Project was begun in 1938 and the power dam 
was closed in 1941. 
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(4) Article 2, Paragraphs “(b)” and “(d)” of the present license refer 
to Lakes Marion and Moultrie as having water levels, “at 75 feet above 
mean sea level.” It is clearly impossible to operate the project with both 
lakes at the same elevation. A differential in head is necessary in order 
to create sufficient flow through the Diversion Canal to supply the main 
powerhouse. 

(5) With the main powerhouse in full operation and a water level of 
75 feet above mean sea level at the powerhouse, the water level at the Santee 
Diversion Dam will ordinarily be 1.6 feet higher than the water level at 
the powerhouse. With the water level at 72.8 feet at the main powerhouse, 
and with the powerhouse in full operation, the water level at the Santee 
Diversion Dam will ordinarily be about 75 feet. With lower levels the 
differential between the two lakes will increase under full operating conditions, 

(6) Project No. 199 commenced operation in 1942, and from the com- 
mencement of operation to the present time the water level at the Santee 
Diversion Dam has exceeded 75 feet above mean sea level for more than 
1100 days, or about 19 or 19.5% of the entire period of operation. 

(7) The raising of the normal water surface of Lake Marion at the Santee 
Dam at Wilson Landing to 76.8 feet above mean sea level is physically 
feasible. 

(8) The stability of project structures will not be adversely affected by 
the operation of the project with a water level of elevation 76.8 feet above 
mean sea level at the Santee Dam. , 

(9) Increase in the normal pool level to an elevation of 76.8 feet above 
mean sea level would extend slack water navigation upstream, and would 
not adversely affect the interests of navigation. 

(10) Satisfactory agreement has been reached between the Department 
of the Interior and the Applicant concerning management of the Santee 
National Wildlife Refuge in relation to the proposed operation of the project. 

(11) The interests of the Department of Agriculture would not be adversely 
affected by operation of Lake Marion at the higher level. 

(12) The fishing and wildlife resources of the Project area would not be 
adversely affected by operating Lake Marion with normal water surface at 
76.8 feet above mean sea level. 

(13) Increasing the water surface of Lake Marion at Santee Dam from 
75 feet to 76.8 feet above mean sea level would increase the area of Lake 
Marion by about 10,600 acres or approximately 10.6 percent and would 
increase the usable storage of the said lake by approximately 190,000 acre feet 
or about 21 percent. 

(14) Increasing the water surface of Lake Marion at the Santee Dam 
from 75 feet to 76.8 feet is expected to increase the water level of Lake 
Moultrie at the Pinopolis Dam to 75.2 feet with a resulting slight increase, 
above that obtaining with a 75 foot level at said Pinopolis Dam, in the 
acreage of Lake Moultrie and an estimated increase of 10,000 acre feet in 
the usable storage of the said lake. 

(15) The increase in dependable capacity estimated to result from an 
increase in the normal operating level at Wilson Landing or Santee Dam’ 
at the lower end of Lake Marion from 75 feet to 76.8 feet above mean sea level 
is 6000 kilowatts and the estimated increase of average annual energy from 
such an increase of water levels is estimated at 15 million kilowatt hours. 


1In this decision the terms “Wilson Landing ani Santee Dam”, when used to designate 
a geographical location, are used interchangeably. 
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(16) The estimated value of the increased project output expected to 
result from operation with a maximum water level of 76.8 feet above mean 
sea level at Wilson Landing, as opposed to a maximum level of 75 feet at 
the same location, is approximately $157,000 per year, which is stated in 
the record to be equivalent to a 3% percent return upon a capital amount 
of $3,700,000, based on a 50-year life. 

(17) The increased capital investment, represented by capitalizing addi- 
tional clearing and mosquito control costs and the possible required purchase 
of additional lands and flowage rights and payment of damages by the 
Authority, is not shown by the record to be equal or nearly equal to the 
capitalized value of the anticipated increased project output, which is expected 
to result from increase of maximum water level at the Santee Dam from 75 
feet to 76.8 feet above mean sea level. 

(18) Comparison of project benefits with projects cost attributable to 
increasing the normal water surface of Lake Marion at Santee Dam from 
75.0 to 76.8 feet above mean sea level shows that such increase in operating 
reservoir level is economically feasible. 

(19) A maximum water level of 76.8 feet above mean sea level at Santee 
Dam can normally be maintained for a smaller portion of each year than 
a maximum of 75 feet above mean sea level. 

(20) The Authority now peaks with hydroelectric power and uses steam 
power generated in its own plant, when the occasion justifies. 

(21) Any increased fluctuation of the reservoir resulting from the method 
of operation and from any higher level of water in the reservoirs will be 
beneficial to the fishing resources of the project waters. 

(22) In order to make space available in the reservoirs for excessive flows 
which may result from the occurrence of hurricanes, it is desirable that the 
reservoirs be drawn down whenever a hurricane is reported to be imminent. 

(23) The public interest requires that the Authority be required to enter 
into agreements with the United States Weather Bureau and the United 
States Geological Survey, in order that each of these agencies of government 
shall be obligated to communicate specially to the Authority, at least 72 
hours (when possible) in advance of the arrival of a hurricane at any point 
within the project area or the drainage area from which water reaches 
either of the two reservoirs, notice of the impending approach of said 
hurricane. 

(24) The public interest requires that, upon notice from the Weather 
Bureau or the Geological Survey of the impending approach of a hurricane, 
the Authority shall immediately proceed to draw down the level of Lake 
Marion at Santee Dam to 75 feet above mean sea level as rapidly as can be 
done with due regard for public safety downstream therefrom, and to cause 
the level of Lake Moultrie to be lowered to a corresponding safe height 
above mean sea level. 
ORDER 


WHEREFORE, IT IS ORDERED, subject to review by the Commission, 
as provided by its Rules of Practice and Procedure, that: 

(A) Subparagraph (b) of Article 2B of the License for Project No. 199 
shall be amended to read as follows: 

(b) A reservoir (now known as:“Lake Marion’) created by the said diversion 
dam with a maximum normal high-water level at elevation 76.8 feet above mean 
sea level at said diversion dam at Wilson Landing, and such water level in all 
other project water as may result therefrom. 
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(B) Subparagraph (d) of Article 2B of the said License shall be amended 
to read as follows: 

(d) A reservoir (now known as “Lake Moultrie’) created by the above last- 
mentioned dam and dikes, with such maximum high-water level as shall result 
from operation with a maximum level of 76.8 feet at Wilson Landing in Lake 
Marion. 

(C) Article 22 of the said License shall be amended to read as follows: 

The Licensee shall, in the interest of public health, cut and remove or destroy 
to the satisfaction of the State Board of Health of South Carolina, brush and 
trees from the zone of the area to be submerged which is included between mean 
sea level elevations 60 feet and 76.8 feet for Lake Moultrie, and between elevation 
76.8 and one mile offshore for that portion of Lake Marion situated between 
Santee dam and the United States Highway No. 15, and for that portion of 
Lake Marion situated upstream from United States Highway No. 15 the Licensee 
shall likewise clear all brush and trees from the zone of the area to be sub- 
merged between elevation 76.8 feet and one-half mile offshore, and for an addi- 
tional one-half mile offshore shall cut and remove or destroy all brush measuring 
3 inches and under; and the Licensee shall further take such methods to prevent 
the breeding of Anopheles or malaria-producing mosquitos as the said Board 
may require. 

The Licensee shall, in the general public interest and to the satisfaction of 
the Commission or such agent as the Commission may appoint, also cut in such 
manner or so remove or destroy brush and trees within the area to be submerged 
by the waters of Lake Moultrie below elevation 60 feet that no part of said 
brush or trees shall project above elevation 60 feet. 

The Licensee shall, in the interest of navigation and to the satisfaction of 
the Secretary of the Army and the Chief of Engineers, provide a navigable 
channel, free from all obstructions above elevation 50, for a width of at least 
300 feet and extending from the lock at the power house to the diversion channel 
and from the north entrance of the diversion channel to the navigable channel 
in the Santee River, and thence upstream to a point where the bank of the 
Santee River is at elevation 48.5. From that point upstream to the upper limit 
of the reservoir, the Licensee shall remove from the river bank all trees which, 
in falling, could obstruct navigation in the river channel. The Licensee shall 
also provide, in the interest of navigation and to the satisfaction of the Secretary 
of the Army and the Chief of Engineers, a navigable channel free of all obstruc- 
tions above elevation 60 for a width of at least 300 feet from the north entrance 
of the Diversion channel through Lake Marion to a point where the banks of 
the Santee River are at elevation 58.5. The Licensee shall take all necessary 
steps to assure that floating logs, snags, debris, or other material will not block 
or hinder navigation. 

(D) An additional Article shall be added to the License of Project No. 
199, to read as follows, to wit: 

During the months of July, August, September and October of each year (the 
hurricane season), upon receipt of information from the United States Weather 
Bureau and the United States Geological Survey reasonably indicating that a 
hurricane will reach the project area or the Santee River drainage basin above 
the project diversion dam within seventy-two (72) hours, the Licensee shall 
proceed, as expeditiously as is consonant with the safety of the project struc- 
tures and of persons and property downstream therefrom, to lower the water 
level at said diversion dam to an elevation not to exceed 75 feet above mean sea 
level, and said water level of elevation 75 feet when attained shall not be ex- 
ceeded as long as a threat from the hurricane or flood flows resulting therefrom 


continues. It shall be the duty of the Au t en bh te r)\ 
with the said Weather Bureau and Geolorigh td eves TERY fore bk iil } 
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agencies shall specially notify the Authority of the approach of any hurricane 
which may affect either the project area or any part of the drainage area above 
the Project. 

(E) The Licensee shall on or before July 10, 1959 file with this Commission 
copies of such agreements as are entered into with the United States Weather 
Bureau and the United States Geological Survey as required by the terms 
of Article 40 of the License as amended. 

(F) This order shall be and become in full force and effect as of the 25th 
day of June, 1959. 

Guienn R. Law, 
Presiding Examiner. 


Before Commissioners: Jerome K, Kuykendall, Chairman; Frederick Stueck 
and John B. Hussey. 


PUBLIC UTILITY DISTRICT NO. 1 OF COWLITZ COUNTY, WASHINGTON, 
PROJECT NO. 2213 


ORDER APPROVING REVISED EXHIBITS AND ADJUSTING ANNUAL CHARGE 
(Issued June 24, 1959) 


Public Utility District No. 1 of Cowlitz County, Washington, licensee for 
major Project No. 2213, to be known as the Swift No. 2 Project, and located 
on the Lewis River, navigable waters of the United States, in Skamania and 
Cowlitz Counties, Washington, on May 26, 1958, filed an application for amend- 
ment of plans for Commission approval and inclusion in the license for the 
project certain revised Exhibit L drawings and on August 11, 1958, filed 
revised Exhibit M for Commission approval and inclusion in the license. 

The exhibits show relatively minor changes made in the design of the project 
structures and in the installed capacity of the generating units which Applicant 
states are necessary and desirable to reduce construction cost and to provide 
more practical operating conditions, 

The effect of approving the exhibits, among others, will be to increase from 
33,750 kilowatts to 35,000 kilowatts the rated capacity of each of the two 
generators (0.9 pf in each case) and thus increase the authorized installed 
capacity of the project for the purpose of computing the capacity component 
of the administrative annual charge from 90,000 horsepower to 93,300 horse- 
power; to change the elevation, type and dimensions of the powerhouse; and 
to make certain changes in the canal lining and embankment. 

The Secretary of the Army and the Chief of Engineers have approved the 
revised plan insofar as the interests of navigation are concerned. 

The Commission finds: 


(1) The following exhibits conform to the Commission’s rules and regula- 
tions and should be approved as part of the license for the project: 
Evhibit L FPO No. Title 

Sheet 1 2213-6 Powerhouse No. 2 Power Canal and Forebay 

Sheet 2 2213-7 Powerhouse No. 2 Plan and Sections 

Sheet 3 2213-8 Main Single Line Diagram Powerhouse No. 2 

Sheet 4 2213-9 Switchyard Arrangement Powerhouse No. 2 


Echibit M: (Revised 8/7/58) “General Description and Specifications of Equip- 
ment’”—one typewritten sheet filed in the Commission on August 11, 1958, 
and superseded Exhibit L, Sheets 1, 2, and 8 (FPC Nos. 2213-38, -4, and -5), 
and Exhibit M filed October 12, 1956, and now part of the license for the proj- 
ect, should be eliminated from the license. 
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(2) The annual charge for reimbursing the United States for the costs 
of administration of Part I of the Federal Power Act, based on the increased 
authorized installed capacity (93,300 horsepower), as hereinafter provided is 
reasonable. 


The Commission orders: 


(A) The above-described exhibits are approved as part of the license for 
the project. 

(B) The above-specified superseded exhibits are eliminated from the license. 

(C) The license for Project No. 2213 is revised by substituting— 

(i) Exhibit L, Sheets 1, 2, 3, and 4 (FPC Nos. 2213-6, -7, -8, and -9), for 
Exhibit L, Sheets 1, 2, and 3 (FPC Nos. 2213-3, -4, and -5), and Exhibit M 
filed August 11, 1958, for Exhibit M filed October 12, 1956, in Paragraph (b) 
of the license; 

(ii) “35,000 kw (0.9 pf; total 70,000 kw)” for “33,750 kw (0.90 pf; total 
67,500 kw)” in lines 12 and 13 of Paragraph (b) of the license; and 

(iii) “annual charge, effective as of January 1, 1959” for “annual charges” 
in line 2 and “(93,300 horsepower)” for “(90,000 horsepower)” in line 5 of 
Article 26 of the license. 

(D) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) 
of the Federal Power Act and failure to file such an application shall consti- 
tute acceptance of this order. In acknowledgment of the acceptance of this 
order, it shall be signed for the Licensee and returned to the Commission 
within 60 days from the date of its issuance. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


BLUE RIDGE GAS COMPANY, DOCKET NO. G-14422 


ORDER DENYING APPLICATION FOR SUBPOENA 


(Issued June 25, 1959) 


Virginia Petroleum Jobbers Association (Petroleum Jobbers), intervener 
herein, filed on June 16, 1959 an application for a subpoena duces tecum on 
Alan E. Lockwood directing him to appear with certain described documents 
at the hearing in the above-styled matter, which is now scheduled to recon- 
vene on June 29, 1959. 

The application alleges that the evidence which Petroleum Jobbers proposes 
to adduce by the said Alan E. Lockwood is relevant and material to the issues 
in this proceeding. However, without passing upon the relevance and ma- 
teriality of the evidence, proposed to be adduced by the witness Lockwood, 
we will deny the application for subpoena for the reasons hereinafter stated. 

It appears from the application that the testimony which Petroleum Jobbers 
proposes to adduce by the witness Lockwood will be expert testimony, calling 
for expressions of opinion and conclusion on the part of said witness as an 
engineer, based upon an engineering investigation heretofore made by him 
and in his capacity as an engineer. We are of the opinion that a subpoena 
should not issue for the attendance of the said Lockwood at the hearing to 
reconvene in this proceeding, in view of the fact that he would thereby be 
compelled to attend and testify as an expert witness at a lay witness’ com- 
pensation. If in the judgment of Petroleum Jobbers the testimony to be 
adduced by the witness Lockwood is relevant and material in the protection 
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of their interest in this proceeding, they should arrange for compensation to 
be paid to him as an expert witness, and for his voluntary attendance at the 
hearing. 

By memorandum filed June 23, Blue Ridge Gas Company opposes issuance 
of the subpoena requested by Petroleum Jobbers. 


The Commission finds: 





In view of the above and upon the basis of the facts and information con- 
tained in the application herein, it is necessary and appropriate that said 
application be denied. 


The Commission orders: 





The application for subpoena filed by Petroleum Jobbers on June 16, 1959 
in this proceeding is denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and John B. Hussey. 


PORTLAND GENERAL ELECTRIC COMPANY, PROJECT NO. 2195 


ORDER APPROVING REVISED EXHIBITS AND PRESCRIBING ANNUAL CHARGE 


(Issued June 25, 1959) 


Portland General Electric Company, licensee for major Project No. 2195 
(North Fork Hydroelectric Project)—located on the Clackamas River in 
Clackamas County, Oregon, and affecting Revested Oregon and California Rail- 
road grant lands and lands of the United States within the Mount Hood 
National Forest—pursuant to Article 31 of the license for the project, on March 
2, 1959, filed for Commission approval and inclusion in the license for the 
project revised Exhibits F, J, and K showing the North Fork dam and reser- 
voir area, transmission line, fish ladder and downstream migrant conduit 
facilities. 

On the basis of Exhibit K, it has been determined that the project occupies 
135.78 acres of lands of the United States, exclusive of 0.12 mile of equivalent 
100-foot transmission-line right-of-way. 

The effect of approving the exhibits, among others, will be to fix the annual 
charge to be paid under the license for the project for recompensing the United 
States for the use, occupancy, and enjoyment of its lands. 





The Commission finds: 


(1) The following exhibits conform to the Commission’s rules and regula- 
tions and should be approved as part of the license for the project, it being 
unnecessary to approve Exhibit F as part of the license for the project: 















Exhibit Sheet No. 





FPC No. Showing 





J (Revised) -..--|- 


edie siti Galiaeernes ohne MAE sceee'atn tiesattyeememnesintads General map. 
K (Revised)....| 1 through 5. .-.} 2195-32 through -36- .. a area and boundary North Fork Reser- 
volr. 
6 through 11-_ | 2195-37 through -42_-_-| Project transmission line. 
onsen tallasateeenn nineteen inti Project fish ladder. 
13 and 14..___- 2195-44 and -45_._____- Downstream migrant conduit. 





and superseded Exhibit J (FPC No. 2195-23), Revised 6-25-56, now part of 
the license for the project, should be eliminated from the license. 

(2) The amount of the annual charge to be paid under the license for the 
purpose of recompensing the United States for the use, occupancy, and enjoy- 
ment of its lands is reasonable as hereinafter fixed and specified. 
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The Commission orders: 

(A) The above-described exhibits are approved as part of the license for the 
project. 

(B) The above-specified superseded exhibit is eliminated from the license 
for the project. 

(C) Article 32 of the license is amended by changing Paragraph (ii) thereof 
and adding Paragraph (iii) thereto so that the article shall read as follows: 

Article 32. The Licensee shall pay to the United States the following annual 
charges effective as of September 1, 1956: 

(i) For the purpose of reimbursing the United States for the costs of admin- 
istration of Part I of the Act, one (1) cent per horsepower on the authorized 
installed capacity (51,200 horsepower), plus two and one-half (2%) cents per 
1,000 kilowatt-hours of gross energy generated by the project during the calen- 
dar year for which the charge is made; 

(ii) For the purpose of recompensing the United States for the use, occu- 
pancy, and enjoyment of its lands, exclusive of those lands used for trans- 
mission-line right-of-way, $271.56; and 

(iii) For the purpose of recompensing the United States for the use, occu- 
pany, and enjoyment of its lands used for transmission-line right-of-way only, 
$0.96. 

(D) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) 
of the Federal Power Act and failure to file such an application shall consti- 
tute acceptance of this order. In acknowledgment of the acceptance of this 
order, it shall be signed for the Licensee and returned to the Commission 
within 60 days from the date of its issuance. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, DOCKET NOS. 
G-15375 AND G-—18010 


ORDER DENYING APPLICATION FOR REHEARING AND RECONSIDERATION 


(Issued June 25, 1959) 


The National Coal Association, United Mine Workers of America and Fuels 
Research Council, Inc., (Petitioners), filed on May 29, 1959, a joint applica- 
tion for rehearing, reconsideration and revocation of the Commission’s order 
dated April 29, 1959, granting temporary authorization to Transcontinental 
Gas Pipe Line Corporation (Transco), to construct and operate certain facili- 
ties, all as more fully described in its application in Docket No. G—18010. 

The proposed facilities will afford Transco a new delivery point for the 
delivery of natural gas to the Public Service Electric and Gas Company (Pub- 
lic Service), for distribution in the Trenton area of New Jersey. There 
appears to be no issue of gas supply as any additional deliveries by means of 
said facilities will be made from the volumes of natural gas which Transco 
has already been authorized to sell to Public Service. 

Further, the application makes it abundantly clear that Public Service does 
not propose to increase its use of gas as a fuel for the generation of electric 
energy. 

In addition, our order of April 29, 1959, does not permit any delivery of 
additional natural gas by Transco other than that which has been previously 
allocated. : 
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The Commission finds: 


The grounds relied upon by Petitioners for rehearing and reconsideration 
do not present any questions of law or fact which were not fully considered 
by the Commission in reaching its decision as set forth in its order of April 
29, 1959, or which upon now being considered, warrant the vacation, reversal 
or modification of said order or of the decision reached therein, and therefore 
the said application should be denied as hereinafter ordered. 


The Commission orders: 


The application filed herein on May 29, 1959, in relation to our order of 
April 25, 1959, be and the same is hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


LAKE SHORE PIPE LINE COMPANY, DOCKET NOS. G-13262 AND G-1236 


FINDINGS AND ORDER AMENDING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued June 29, 1959) 


On September 12, 1957, Lake Shore Pipe Line Company (Applicant) filed 
in Docket No. G-13262 an application requesting amendment of the certificate 
issued to it in Docket No. G-1236, 10 FPC 22, so as to authorize an increase of 
natural gas service to two existing customers, The Lake Shore Gas Company 
(Lake Shore Gas) and the City of Painesville, Ohio, (Painesville), notice of 
which application was published in the Federal Register on February 26, 1958, 
(23 FR 1208), setting shortened procedure hearing thereon for March 25, 1958. 
This hearing was postponed indefinitely by notice published in the Federal 
Register on March 21, 1958, (23 FR 1908). 

On July 23, 1958, Applicant filed a first amendment to the aforesaid appli- 
cation, seeking authorization to rearrange the proposed increased deliveries of 
natural gas to Lake Shore Gas and Painesville and certain other existing 
eastern Ohio customers, as follows: 


Present Increase Proposed 


Customers allocation | (decrease) | allocation 
requested 
Mef Mef Mef 
The East Ohio Gas Company (G-1) (transfer from Lake Shore Gas 
a a 17, 210 6, 059 23, 269 
The East Ohio Gas Company (CD-1) (transfer from Lake County 
I a a 3, 200 4, 000 7, 200 
IN, ide ca nn etinaanidinslaeeen 2, 760 851 3, 611 
CORN VEE TOR CONDO 6. coscincccdiescccnvocesetintses dcdcn 1,711 0 1,711 
ne UI eee oc kh a namaguennaenenes 8, 000 (4. 000) 4, 000 
cn citipliniaeanasni ii salah titi aaron ep allie ingame aunitedt, 32, 881 6, 910 39, 791 


The rearrangement and increase in deliveries requested on July 23, 1958, 
by Applicant result from the acquisition by The East Ohio Gas Company (East 
Ohio) of two former customers of Applicant, (Lake Shore Gas Company and 
Lake County Gas Company), from the increase in load requirements of East 
Ohio and Painesville, and from a decrease in the needs of Diamond Alkali 
‘Company. 

No additional facilities are requested by Applicant to transport the additional 
gas. 

Temporary authority to increase deliveries to the customers as set forth in 
the original application in Docket No. G-1362 was granted to Applicant on 
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October 25, 1957, to be effective on the date Tennessee Gas Transmission Com- 
pany accepted temporary authority to sell additional gas to applicant as 
proposed in Docket No. G—11107. This latter authority was accepted by Ten- 
nessee on October 21, 1957. 

The Commission’s order issued January 28, 1959, in Docket No. G—11107 
(Docket Nos. G-2306, et al.) authorized Tennessee Gas Transmission Company 
to sell an additional 7,049 Mcf of natural gas to Applicant, which will take 
care of the increased deliveries for which authorization is sought in the 
instant proceeding. 

The aforesaid temporary authority granted on October 25, 1957, was amended 
on August 12, 1958, permitting rearrangement of the subject increased de- 
liveries as requested in Applicant’s first amendment filed on July 23, 1958. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
June 16, 1959, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) It is in the public interest and appropriate in carrying out the pro- 
visions of the Natural Gas Act that the certificate of public convenience and 
necessity issued to Lake Shore Pipe Line Company on February 15, 1951, in 
Docket No. G—1236 be further amended as requested in its application in 
Docket No. G—13262 and as hereinafter ordered. 

(2) A request during the public hearing by Staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and not having been denied by the Commission is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


Paragraph (A) of the ordering clause of the findings and order accompany- 
ing Opinion No. 205, issued on February 15, 1951, in Docket No. G—1236, 10 
FPC 22, 34, be and the same is hereby further amended by substituting in sub- 
paragraph (ix) (added by Commission order issued May 20, 1957), the increased 
and reallocated deliveries of natural gas as hereinbefore set forth and as more 
fully set forth in the application and first amendment thereto in this proceeding. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


MIDWEST NATURAL GAS CORPORATION, DOCKET NO. G-18139 


FINDINGS AND ORDER DIRECTING PHYSICAL CONNECTION OF FACILITIES AND SALE AND 
DELIVERY OF NATURAL GAS 


(Issued June 29, 1959) 

Midwest Natural Gas Corporation (Midwest) (Applicant) filed an appli- 
eation on March 23, 1959, pursuant to Section 7(a) of the Natural Gas Act, 
for an order directing Texas Gas Transmission Corporation (Texas Gas) to 
establish physical connection of its facilities with those which Applicant pro- 
poses to construct, and to sell and deliver to Applicant volumes of natural 
gas for distribution, and resale in the City of Salem, Indiana, and environs, 
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as hereinafter described and as more fully represented in the application, Co 
which is on file with the Commission. ab 

The application states that there is presently no gas distribution system mi 
in the City of Salem except for bottled gas. 

Applicant proposes to construct and operate approximately 16.1 miles of in 
5-inch transmission lateral to extend from a point of connection with Texas wi 
Gas’ 16-inch pipeline in Orange County, Indiana, southeastward to the town 
border of Salem. In addition, Applicant will construct and operate the neces- or 
sary distribution facilities. 

Applicant estimates the natural gas requirements in the City of Salem as 
follows: 

Ww 
Requirements in Mef 
Year of service Number of 
customers 
Peak day Annual 
Ra a a ea ae ca et 579 550 | 78, 141 
ee ce ed oS eee ae ae Foes a eeaen 7 850 | 119, 430 
S ctetbintenae dlisted < tek bide) eainaRated 943 1, 260 | 173, 300 
advice caaaareseuce pak udedusenscanetcacmeiekcadmacuetie 1, 100 1, 470 | 202, 100 li 
ER SEE OE CETTE Ie 1, 267 1, 630 223, 400 7 

Applicant estimates the total cost of constructing its facilities to be $528,800, ; 
initially, which it proposes to finance through the issuance of common stock \ 
and mortgage bonds. 1 

On April 21, 1959, Texas Gas advised the Commission by its answer to ; 
Midwest’s proposal that it had no objection to rendering the service upon the 
terms and conditions set forth in the answer. t 
The Commission finds: 1 

(1) Texas Gas Transmission Corporation, a Delaware corporation, with its 1 
principal place of business in Owensboro, Kentucky, is a “natural-gas com- : 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 


Commission. 

(2) Applicant, Midwest Natural Gas Company, an Indiana corporation with 
a principal place of business in Indianapolis, Indiana, is a person legally 
authorized to engage in the local distribution of natural gas to the public 
within the meaning of Section 7(a) of the Natural Gas Act. 

(3) It is necessary and desirable in the public interest to direct Texas Gas 
Transmission Corporation to establish physical connection of its transmission 
facilities with the facilities proposed to be constructed and operated by Appli- 
cant, and to sell and deliver to Applicant, under a service agreement to be 
executed by Midwest with Texas Gas, in accordance with the Commission’s 
Regulations, up to 1,260 Mcf per day of natural eas for distribution and resale 
as hereinbefore described and referred to. 

(4) The requirement that Texas Gas Transmission Corporation serve Appli- 
cant, as hereinafter ordered, will not place an undue burden upon Texas Gas 
Transmission Corporation nor require it to enlarge its transportation facilities, 
nor impair its ability to render adequate service to its customers. 


The Commission orders: 





(A) Texas Gas Transmission Corporation be and it hereby is directed to 
establish physical connection of its facilities with the facilities proposed to 
be constructed and operated by Applicant as herein described, and to sell 
and deliver up to 1,260 Mcf of. natural gas daily to Applicant under a service 
agreement to be executed by Applicant with Texas Gas in accordance with the 
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Commission’s Regulations, for transportation, distribution and resale as herein- 
above described. Such service shall be rendered pursuant to Texas Gas Trans- 
mission Corporation’s presently filed appropriate rate schedule. 

(B) Texas Gas Transmission Corporation shall report to the Commission, 
in writing and under oath, the date of commencement of service to Applicant 
within 15 days after such service begins. 

(C) Applicant shall be prepared to receive service as directed herein within 
one year from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R..Connole, Arthur Kline and John B. Hussey. 


NEW ENGLAND POWER COMPANY, PROJECT NO. 1904 


ORDER FURTHER AMENDING LICENSE (MAJOR) 


(Issued June 29, 1959) 


Application was filed March 24, 1959, by New England Power Company, 
licensee for major Project No. 1904, designated as the Vernon Project, located 
on the Connecticut River, for further amendment of the license for the project 
to exclude from the license a 6.41 mile, 19 kv transmission line (double circuit 
for 5.0 miles and 1.41 miles of single circuit) from Vernon to Brattleboro, 
Vermont, along with the step-up substation, switching structures and miscel- 
laneous electrical equipment, including the telephone line between the Vernon 
and Bellows Falls stations. 

The licensee states that the load served by the 19 kv line has decreased 
to a point where its continued operation is unnecessary and uneconomical, and 
that it plans to abandon and dismantle a portion of the line and to sell the 
balance to Central Vermont Public Service Corporation for conversion to a 
distribution line to serve the few remaining customers. The telephone line 
from Vernon to Bellows Falls is not essential to the operation of the Vernon 
Project since other telephone service is available. 

It appears that the 19 kv line and associated facilities, under existing and 
prospective conditions, are no longer needed for the Vernon Project. 

The effect of excluding the 19 kv transmission line and the telephone line 
should be reflected in the description of the project works contained in Article 
2, subparagraph B, of the license and certain Exhibits J, K, L and M which 
are part of the license. Revision of Exhibit F, as requested by the licensee, 
is not necessary in that such exhibit was not approved as part of the license. 


The Commission finds: 


(1) The aforementioned 19 kv transmission line from Vernon to Brattleboro, 
Vermont, is not a primary line as defined in Section 3(11) of the Federal 
Power Act, and, therefore, should be eliminated from the license as herein- 
after provided. 

(2) The license, further amended as hereinafter provided, will not alter 
any of the basic facts upon which the license was issued. 

(3) Public notice of the filing of the application has been given. No pro- 
tests have been received. 

(4) The following described exhibits, revised to reflect the exclusion of the 
19 kv transmission line and the telephone line, conform to the Commission’s 
rules and regulations and should be reapproved as part of the license for the 
project as hereinafter provided: 





908 FEDERAL POWER COMMISSION 


Evhibit J-1, J-2, K-3 (FPC Nos. 1904 -1, -2, and -3) ; 

Evrhibit K-2 (FPC Nos. 1904 -18 to -22, inclusive) ; and 

Evhibit L (FPC Nos. 1904 -11 and -13) as revised to show the exclusion of 
the 19 kv transmission line and associated facilities and the telephone line. 

Evhibit M filed in the Commission on March 2, 1943, consisting of 10 type- 
written pages, as revised to exclude the last item on page 9 and all of pages 
7 and 10. 

(5) Ewhibit K-83 (FPC No. 1904 -35), now part of the license, should be 
eliminated from the license. 


The Commission orders: 


(A) The license for Project No. 1904 is further amended, effective as of 
June 1, 1959, to exclude therefrom the Vernon-Brattleboro 19 kv transmission 
line and associated facilities and the Vernon-Bellows Falls telephone line. 

(B) Article 2, subparagraph B, of the license for Project No. 1904, is revised 
by deleting therefrom the following phrase, “a 19,000-volt transmission line 6.41 
miles long (double circuit for 5.0 miles and single circuit for 1.41 miles) ter- 
minating at Brattleboro, Vermont,”. 

(C) Exhibit J-1, J-2, K-38 (FPC Nos. 1904 -1, -2, and -3); Exhibit K-2 
(FPC Nos. 1904 -18 to -22, inclusive); and Exhibit L (FPC Nos. 1904 -11 
and -13), revised to show the exclusion of the 19 kv transmission line and 
associated facilities and the telephone line, are reapproved as part of the 
license for the project. 

(D) Exhibit M filed in the Commission on March 2, 1943, consisting of 10 
typewritten pages, revised to exclude the last item on page 9 and all of pages 
7 and 10, is reapproved as part of the license for the project. 

(E) Exhibit K-3 (FPC No. 1904 -35), now part of the license, is eliminated 
from the license for the project. 

(F) This amendment in the manner set forth above shall not operate to 
alter or amend the license in any other respect, and shall not in any way 
constitute a waiver of any other part, provision or condition of the license as 
heretofore amended. 

(G) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) 
of the Federal Power Act, and failure to file such an application shall con- 
stitute acceptance of this amendment of license. In acknowledgment of the 
acceptance of this amendment of license, it shall be signed for the licensees 
and returned to the Commission within 60 days from the date of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


NEW YORK STATE NATURAL GAS CORPORATION, DOCKET NO. 
G-14956 ; IROQUOIS GAS CORPORATION, DOCKET NO. G-14988; PENN- 
YORK NATURAL GAS CORPORATION, DOCKET NO. G-15142 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
AND AUTHORITY TO ABANDON FACILITIES AND SERVICE 


(Issued June 29, 1959) 


On April 24, 1958, New York State Natural Gas Corporation (New York 
Natural) filed in Docket No. G-14956 an application, pursuant to Section 7 
of the Natural Gas Act, for a certificate of public convenience and necessity, 
authorizing the construction and operation of 29.5 miles of 20-inch transmission 
pipeline extending from a point on its existing main transmission pipelines 
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(Line Nos. 14 and 24) in Wyoming County New York, to a point of inter- 
connection with the pipeline of Iroquois Gas Corporation (Iroquois) near Por- 
tersville, Erie County, New York, together with a measuring and regulating 
station at this point. New York Natural also proposes to construct and 
operate a meter station at a new interconnection with Iroquois’ facilities at 
a point on the Line Nos. 14 and 24, above-mentioned, a few miles north of 
the above-described new delivery point, in Wyoming County. The purpose of 
the proposed new facilities, which will become integral parts of New York 
Natural’s system, is to enable it to provide additional gas service to Iroquois 
to meet its increased demands for gas in its Buffalo and other service areas, 
as averred in Iroquois’ application (Docket No. G—14988). 

New York Natural proposes to discontinue the sale of gas to Penn-York 
Natural Gas Corporation (Penn-York), and to stop using its Mills Measuring 
Station and 11.7 miles of its No. 5 ten-inch pipeline for delivery of gas to 
Penn-York. In lieu of this sale, the company will sell comparable volumes 
of gas, together with an additional volume, to Iroquois without any inter- 
ruption in the service to the public. As part of this arrangement, Penn-York 
proposes to discontinue its sale of the New York Natural gas to Iroquois. 
Penn-York and Iroquois are affiliates in the Natural Fuel Gas Company 
system. 

On April 28, 1958, Iroquois Gas Corporation filed an application pursuant to 
Section 7(c) of the Natural Gas Act (Docket No. G-14988) for a certificate of 
public convenience and necessity, authorizing the construction and operation 
of approximately 7.5 miles of 8-inch transmission pipeline extending from a 
point on its existing distribution system in the Town of Middlebury, New York, 
to the new connection hereinbefore mentioned, with New York Natural’s sys- 
tem in Wyoming County, for the purpose of transporting part of the added 
supply of gas being purchased to its existing markets in the area, including 
Batavia, Corfu, East Pennbroke, Oakfield, Attica and Wyoming, New York. 

On May 21, 1958, Penn-York Natural Gas Corporation (Penn-York) filed 
an application and a supplement thereto on June 30, 1958, in Docket No. 
G-15142, pursuant to Section 7 of the Natural Gas Act for authority to dis- 
continue the present arrangement with its affiliate, Iroquois, wherein gas is 
purchased from New York Natural and transported and delivered to Iroquois 
and for a certificate to initiate a new combined sale and transportation service 
for Iroquois. 

Under the terms of the arrangements between Penn-York and Iroquois, the 
gas purchased from New York Natural by Penn-York and resold to Iroquois, 
its only customer, would be sold to Iroquois directly by New York Natural 
but delivered to Penn-York for Iroquois’ account. Penn-York would transport 
such gas for delivery to Iroquois through its presently operated facilities. Penn- 
York would also continue to sell its own locally produced gas to Iroquois. 

New York Natural would change its sale to Iroquois to an annual require- 
ment service in place of the maximum daily obligation, as shown by its new 
FPC Gas Tariff designated as Rate Schedule ACR-3. The estimated annual 
and peak day deliveries of gas from New York Natural to Iroquois upon the 
new basis here proposed, are as follows: 


Year Annual Peak Day 
1959 10,900,000 87,200 
1960 11,900,000 95,200 
1961 12,900,000 103,200 
1962 13,900,000 111,200 


1963 14,900,000 119,200 
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The estimated total capital cost of the facilities proposed by New York 
Natural is $1,649,300, to be financed in part by funds on hand and the balance 
by a sale of securities and notes to Consolidated Natural Gas Company, its 
parent and affiliate. The estimated salvage value of the facilities to be aban- 
doned by New York Natural is $47,500, and the cost of retirement thereof is 
$54,000. 

The estimated cost of construction of the facilities proposed by Iroquois is 
$210,000, which will be financed from construction funds on hand. 

Temporary authorizations were granted to each of the applicants herein on 
August 12, 1958 to construct and operate the facilities proposed by New York 
Natural and Iroquois respectively, and Penn-York was temporarily authorized 
to sell natural gas to and transport natural gas for Iroquois, as proposed in 
its application. 


New York Natural’s gas supply is considered reasonably adequate to justify 
its proposal. 

Pursuant to due notice, a public hearing was held in Washington, D.C. on 
June 18, 1959, respecting the matters involved in and the issues presented by 
the applications herein. No appearances were entered upon the record by 
Applicants and no evidence offered in opposition to the granting of the said 
applications. Staff Counsel moved orally at the hearing that the intermediate 
decision procedure be omitted and that the Commission render a decision 


herein pursuant to Section 1.30(c)(1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Applicant, New York State Natural Gas Corporation, a New York cor- 
poration having its principal place of business in Pittsburgh, Pennsylvania, is 
a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order of October 27, 1942, in Docket 
No. G-312 (3 FPC 844). 

(2) Applicant, Iroquois Gas Corporation is a natural gas company within 
the meaning of the Natural Gas Act as heretofore found by the Commission 
in its order of March 23, 19438, in Docket No. G-384 (3 FPC 951). 

(3) Applicant, Penn-York Natural Gas Corporation, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act as heretofore found by the 
Commission in its order of March 23, 1943, in Docket No. G—384. 

(4) The facilities and operations hereinbefore described, as more fully de- 
scribed in the applications in Docket Nos. G—-14956, G-14988 and G—15142 which 
are proposed to be constructed and operated by New York Natural, Iroquois 
and Penn-York will be used in or for the transportation and sale of natural 
gas, subject to the jurisdiction of the Commission, as integral parts of Appli- 
eants’ respective existing pipeline systems and therefore, are subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(5) New York Natural, Iroquois and Penn-York are each able and willing 
properly to do the acts and perform the services proposed and to conform to 
the provisions of the Natural Gas Act and the requirements, rules and regu- 
lations of the Commission thereunder. 

(6) The construction and operation by Applicants of the facilities described 
in paragraph (4) hereof and the sales of natural gas proposed by Applicants 
are or will be required by the present or future public convenience and neces- 
sity, and therefore, Applicants’ requests for certificates of public convenience 
and necessity should be granted and Applicants should be authorized to per- 
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form the aforesaid acts, operations and service as hereinafter ordered and 
conditioned. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c)(3), (c)(4), and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificates hereinafter issued to New York 
Natural, Iroquois and Penn-York and to the exercise of the rights granted 
thereunder, and that the time within which construction and operation of 
the facilities authorized by this order shall be completed and placed in actual 
operation should be fixed at 6 months from the date on which this order 
issues. 

(8) The proposed abandonment of facilities and service by Penn-York and 
New York Natural are permitted by the public convenience and necessity, and 
permission and approval therefor should be granted as herein ordered. 

(9) A request during the public hearing by Staff Counsel for omission of 
the intermediate decision procedure under Section 1.30(c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the Commission, is granted, pursuant to Section 
1.30(c) (1) of said Rules. 


The Commission orders: 


(A) Certificates of public convenience and necessity be and the same are 
hereby issued to New York Natural, Iroquois and. Penn-York authorizing the 
construction and operation of the facilities and sales of natural gas herein- 
before described and as more fully described in their respective applications, 
subject to the provisions of the Natural Gas and the conditions applicable to 
certificates as set forth in the regulations of the Commission, particularly sub- 
sections (b), (c) (3), (c) (4) and (e) of Section 157.20. 

(B) New York Natural in Docket No. G—14956 and Penn-York in Docket 
No. G—15142 be and hereby are granted permission to abandon the facilities 
and services herein described, subject to the jurisdiction of the Commission, 
and as more fully described in their respective applications. 

(C) New York Natural and Penn-York shall advise the Commission within 
30 days from the date hereof of the date when the sales of gas to Penn-York 
and Iroquois, respectively, ceased and contemporaneous sales and transporta- 
tion service began to Iroquois. 

(D) The time within which the facilities herein authorized shall be con- 
structed and placed in operation shall be 90 days from the date of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


PETER E. MILLER, PROJECT NO. 1963 
ORDER ISSUING LICENSE (MINOR) 


(Issued June 29, 1959) 

Application was filed February 2, 1959, by Peter E. Miller (Applicant), of 
Wenatchee, Washington, for a new license under the Federal Power Act (here- 
inafter called the Act) for a constructed minor Project No. 1963, located on 
Purple Creek, a tributary of Lake Chelan, near Stehekin, in Chelan County, 
Washington, and affecting lands of the United States within the Chelan 
National Forest. 
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The original license for Project No. 1963 was issued to the Applicant, effec- 
tive September 10, 1947, for a period of ten years without annual charge. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Chelan National Forest, in reporting on the application, 
advises that the project works are being maintained in a satisfactory manner 
and no changes have been made in the project as described in the license, 
and recommendation was made that any new license issued contain a pro- 
vision for payment of an annual charge for the use, occupancy and enjoyment 
of lands of the United States by the project as hereinafter provided. 

An Assistant Secretary of the Interior, in reporting on the application, ad- 
vised that it is unnecessary to include in any new license issued measures for 
the protection of fish and wildlife resources. 

The Director, Department of Game, State of Washington, in reporting on 
the application, advised that the Department had no objection to the issuance 
of a new license for the project, but that it would be desirable to include 
therein fish screening restrictions as hereinafter provided. 

The Department of Fisheries, State of Washington, was notified of the filing 
of the application, but no reply has been received to date. 


The Commission finds: 


{1) The project occupies less than one acre of lands of the United States. 

(2) The project consists of: 

(a) Lands of the United States constituting the project area and enclosed 
by the project boundary or the limits of which are otherwise defined ; 

(b) Project works, consisting of a small diversion dam on Purple Creek, a 
4-inch pipeline about 1,250 feet long, a powerhouse located on Lake Chelan 
with a 5 horsepower waterwheel connected to a 2% kilowatt generator, and 
a short transmission line from the powerhouse to the licensee’s residence ; 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
and all rights and interests, the possession of which is necessary and appro- 
priate in the maintenance and operation of the project. 

The said lands and project works are more specifically shown and described 
by a certain exhibit which formed part of the «pplication for the license and 
which is designated and described as follows: 

Exhibit K: (Revised) A detail map in one Sheet (FPC No. 1963-1), en- 
titled “Hydroelectric Power Project of Peter E. Miller, Stehekin, Wash.” signed 
by Peter Miller on January 6, 1947. 

(3) The applicant is a citizen of the United States and has submitted 
satisfactory evidence of the compliance with the requirements of all applicable 
State laws insofar as necessary to effect the purposes of a new license for the 
project. 

(4) No conflicting application is before the Commission. 

(5) The issuance of a new license for the project will not affect the develop- 
ment of any water resources for public purposes which shall be undertaken 
by the United States. 

(6) The issuance of a new license for the project as hereinafter provided 
will not interfere or be inconsistent with the purposes for which the Chelan 
National Forest was acquired or created. 

(7) The installed capacity of the project is about five horsepower and the 
energy generated thereby is used by the Applicant for domestic purposes. 
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(8) The exhibit described in finding (2) above conforms with the Com- 
mission’s rules and regulations, and should be reapproved as part of the new 
license for the project. 

(9) The amount of annual charges to be paid by the licensee under the new 
license for the purpose of reimbursing the United States for the costs of 
administration of Part I of the Act, and for recompensing it for the use, occu- 
pancy, and enjoyment of its lands is reasonable as hereinafter fixed and 
specified. 

(10) It will be to the public interest to waive the terms and conditions 
contained in the following sections of Part I of the Act: 

Sections 4(b), except the second sentence thereof; 4(e), insofar as it refers 
to the approval of plans by the Chief of Engineers and the Secretary of the 
Army and to public notice; 6, insofar as it relates to public notice and to 
the acceptance and expression in the license of terms and conditions of the 
Act which are hereinafter waived; 10(a); 10(c), insofar as it relates to 
depreciation reserves; 10(d); 10(f); 11; 12; 14, except insofar as the power 
of condemnation is reserved; 15; 18, except insofar as it relates to fishways; 
19; 20; 22; and 23(a), insofar as it relates to the determination of fair value. 


The Commission orders: 


(A) A new license is issued to Peter E. Miller, of Wenatchee, Washington, 
under Sections 4(e) and 15 of the Federal Power .Act for a period of ten 
years, effective as of September 10, 1957, for the operation and maintenance 
of minor Project No. 1963 upon Purple Creek, a tributary of Lake Chelan and 
affecting lands of the United States within the Chelan National Forest, subject 
to the terms and conditions of the Act, which is hereby incorporated by refer- 
ence as a part of this license, (except that the terms and conditions of Part I 
of the Act referred to in finding (10) above are hereby waived to the extent 
therein specified) and subject to such rules and regulations as the Commission 
has issued or prescribed under the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-7, December 15, 1953, entitled: “Terms and Conditions of License 
for Minor Project Affecting Lands of the United States,” (17 F.P.C. 486) 
which terms and conditions are attached hereto and made a part hereof; 
and subject to the following special conditions set forth herein as additional 
articles: 

Article 15. The licensee shall construct and maintain a screen at the diver- 
sion intake with wire mesh having an opening not greater than one eighth of 
an inch. 

Article 16. The licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of admin- 
istration of Part I of the Act, $5.00; and 

(ii) For the purpose of recompensing the United States for the use, occu- 
pancy, and enjoyment of its land, $5.00. 

(C) The exhibit described in finding (2) above is reapproved and made a 
part of the license. 

(D) This order shall become final 30 days from its issuance unless applica- 
tion for rehearing shall be filed as provided in Section 313(a) of the Act, and 
failure to file such an application shall constitute acceptance of this license. 
In acknowledgment of the acceptance of this license, it shall be signed by the 


Licensee and returned to the Commission within €0 days from the date of 
issuance of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck. 
William R. Connole, Arthur Kline aad John B. Hussey. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. G-18182 
FINDINGS AND ORDER PERMITTING AND APPROVING ABANDONMENT 


(Issued June 29, 1959) 


On March 27, 1959, United Gas Pipe Line Company (Applicant) filed in 
Docket No. G—18182 an application, pursuant to Section 7(b) of the Natural 
Gas Act, for permission and approval to abandon certain facilities formerly 
used to deliver and sell natural gas directly to the International Paper Com- 
pany near Bastrop, Louisiana. 

The facilities to be abandoned consist of two dual 8-inch meter and regu- 
lator stations and approximately 100 feet of 8-inch branch pipeline, together 
with appurtenances. The pipeline is attached to United’s 12-inch lateral line 
extending from Perryville to Bastrop. 

It appears that the contract under which Applicant supplied gas to Inter- 
national Paper Company expired by its own terms on January 1, 1959, that 
deliveries ceased, that the facilities to be abandoned are no longer useful in 
their present location, and that said facilities will be removed and used at 
other locations on Applicant’s system when required. 

International Paper Company advises that it is now receiving natural gas 
from Arkansas Louisiana Gas Company and that it agrees to the abandon- 
ment and removal of the subject facilities by Applicant. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
June 16, 1959, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 

The Commission finds: 


(1) Applicant, United Gas Pipe Line Company, a Delaware corporation 
having its principal place of business in Shreveport, Louisiana, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of November 10, 1942, in Docket No. G—232 (3 
FPC 863). 

(2) The facilities proposed to be abandoned, as hereinbefore described and 
as more fully described in the application herein, are used in the transporta- 
tion of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, and such abandonment is subject to the requirements of Sub- 
section (b) of Section 7 of the Natural Gas Act. 

(3) The proposed abandonment of the aforesaid facilities is permitted by 
the public convenience and necessity, and permission and approval therefor 
should be granted as hereinafter ordered. 

(4) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure herein was unopposed by any party of 
record, and not having been denied by the Commission is granted pursuant to 
Section 1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Permission for and approval of the abandonment of the facilities as 
hereinbefore described and as more fully described in the application in this 
proceeding is hereby granted to United Gas Pipe Line Company. 
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(B) Applicant shall advise the Commission of the date of the abandonment 
within 10 days of such date. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


LEWIS-CLARK G AND T COOPERATIVE, INC., PROJECT NO. 2249 


OBDER ISSUING PRELIMINARY PERMIT 


(Issued June 30, 1959) 

Application was filed August 18, 1958, by Lewis-Clark G and T Cooperative, 
Ine. (Applicant), of Walla Walla, Washington, for a preliminary permit under 
Section 4(f) of the Federal Power Act for proposed Project No. 2249, known 
as Long Meadows Project, to be located on the Yaak River, a tributary of 
the Kootenai River, in Lincoln County, near Libby and Troy, Montana, affect- 
ing lands of the United States within the Kootenai National Forest. 

As described in the application, the proposed project will consist of a dam, 
located about 30 miles upstream from the confluence of the Yaak River with 
the Kootenai River, which will be a concrete gravity structure about 250 feet 
high and 1,500 feet long, creating a reservoir at normal pool elevation of 
3,100 feet, with a surface area of about 7,740 acres, and with a storage capacity 
of about 726,000 acre-feet and about 397,700 acre-feet of usable storage; a 
separate spillway; and a powerhouse at the foot of the dam with an installed 
capacity of 25,000, kilowatts. 

The power to be generated by the proposed project will be used to supply 
the long-range needs of the members of Applicant, which is an incorporated 
association of Rural Electrification Administration cooperatives. Power which 
is surplus to these needs will be delivered to the Northwest Power Pool. 

The Governor, the Board of Railroad Commissioners, the Water Conserva- 
tion Board, and the Department of Fish and Game, all of the State of Mon- 
tana, have been notified of the filing of the application. The Montana Fish 
and Game Commission filed a protest for the stated purpose of protecting the 
fish and wildlife resources within the project area. Provision is hereinafter 
made for the protection of these interests. 

The Assistant Chief of Civil Works, Office of the Chief of Engineers, De- 
partment of the Army, in commenting on the application, stated that the 
proposed project is essentially the same as the multiple-purpose Long Meadows 
development considered for inclusion in the Major Water Plan for the Columbia 
River Basin in the current review of House Document 531, 8lst Congress, 2nd 
Session, and recommended that in the event a preliminary permit is granted, 
the Applicant coordinate its studies with those of the District Engineer, 
Seattle, Washington, for the purpose of assuring that the use of the proposed 
project for flood control will be fully considered, as hereinafter provided. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Kootenai National Forest, in commenting on the applica- 
tion, stated that the Forest Service has no objection to the issuance of a 
preliminary permit for the proposed project provided that the terms and con- 
ditions usually included in such permits are supplemented by a special condi- 
tion as hereinafter provided. 

An Assistant Secretary of the Interior, in commenting on the application, 
stated that the reservoir of the proposed project will inundate 19 miles of 
the Yaak River and additional reaches of several tributaries, with the resultant 
loss of a large segment of an important trout stream, and that important and 
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irreplaceable wintering habitat of big game will be destroyed by construction 
of the proposed project; and recommended that Applicant cooperate with the 
Montana Department of Fish and Game and the U.S. Fish and Wildlife Serv- 
ice to protect the fish and wildlife resources of the area affected by the proposed 
project, as hereinafter provided. It was further recommended that Applicant 
consult with the Department of Anthropology and Sociology, Montana State 
College, Missoula, Montana, concerning archeological values which may be 
affected by the proposed project, as hereinafter provided. 

Applicant requests a preliminary permit for a period of 36 months. It ap- 
pears appropriate, however, that the initial period of the permit should be 
24 months as hereinafter provided. 

No construction is authorized under a preliminary permit. A permit gives 
the permittee, during the period of the permit, the right to priority of appli- 
eation for license while the permittee undertakes the necessary studies and 
examinations, including the preparation of maps and plans, in order to deter- 
mine the economic feasibility of the proposed project, the means of securing 
the necessary financial arrangements for construction, the market for the 
project power, and all other information necessary for inclusion in an appli- 
cation for license, should one be filed. 


The Commission finds: 


(1) Applicant is a corporation organized under the laws of the State of 
Washington and is qualified to do business in the State of Montana. 

(2) Public notice of the application has been given as required by the Fed- 
eral Power Act. Five informal protests and one favorable comment have been 
filed. No conflicting application is before the Commission. 


(3) The proposed project will affect lands of the United States within the 
Kootenai National Forest. 


The Commission orders: 


(A) This preliminary permit is issued to Lewis-Clark G and T Cooperative, 
Ine. (hereinafter referred to as the Permittee) for a period of 24 months, 
effective as of June 1, 1959, for the sole purpose of maintaining priority of 
application for a license for Project No. 2249, affecting lands of the United 
States within the Kootenai National Forest, subject to the terms and condi- 
tions of the Federal Power Act which is hereby incorporated by reference 
as a part of this permit, and subject to such rules and regulations as the 
Commission has issued or prescribed under the provisions of the Act. 

(B) This permit is also subject to the terms and conditions set forth in 
Form P-1, entitled “Terms and Conditions of Preliminary Permit” (16 FPC 
1303), which terms and conditions (designated as Articles 1 through 8) are 
attached hereto and made a part hereof; and further subject to the following 
special conditions set forth herein as additional articles: 

Article 9: The Permittee shall submit at the close of each six month 
period from the effective date of this permit to the Regional Engineer, Federal 
Power Commission, San Francisco, California, having supervision over the 
project, or to such other officer as the Commission may designate, accurate 
statements of the work accomplished during the period and of the work 
contemplated under this permit for the ensuing period. 

Article 10: The Permittee shall, during the period of this permit, cooperate 
with the Montana Department of Fish and Game and the U.S. Fish and 
Wildlife Service in order that adequate provisions may be made for the 
protection of the fish and wildlife resources of the affected area. 
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Article 11: The Permittee shall, during the period of this permit, cooperate 
with the Department of Anthropology and Sociology, Montana State College, 
Missoula, Montana, concerning archeological values which may be affected 
within the project area. 

Article 12: The Permittee shall, prior to undertaking any investigation 
work under this permit on national forest lands, consult with the Regional 
Forester, United States Forest Service, Missoula, Montana, or his representa- 
tive, as to reasonable requirements relative to operations, field surveys and 
explorations, and shall abide by such requirements; and shall cooperate with 
the United States Forest Service during the period of this permit to develop 
a plan for alleviation of damage to, and achieving maximum utilization of, 
national forest resources insofar as affected by the proposed project. 

Article 18: The Permittee shall, during the period of this permit, coordinate 
its studies with those of the District Engineer, Seattle, Washington, for the 
purpose of assuring that the use of the proposed project for flood control 
will be fully considered. 

(C) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313(a) 
of the Federal Power Act, and failure to file such an application shall consti- 
tute acceptance of this preliminary permit. In acknowledgment of the 
acceptance of this preliminary permit, it shall be signed for the Permittee 
and‘ returned to the Commission within 60 days from the date of issuance of 
this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


MISSISSIPPI RIVER FUEL CORPORATION, DOCKET NO. G—18686 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued June 30, 1959) 


On June 3, 1959, supplemented on June 5, 1959, Mississippi River Fuel 
Corporation (Applicant) filed in Docket No. G—18686 an application for a 
certificate of public convenience and necessity authorizing the continued 
operation of existing facilities to provide direct natural gas service to 
Armour and Company, the purchaser of a chemical plant owned and operated 
by Applicant near Crystal City, Missouri. 

The facilities which Applicant seeks to continue to operate herein consist 
of a tap and measuring and regulating facilities on Applicant’s Main Line 
No. 1, authorization for the construction and operation of which was granted 
to Applicant by order issued on June 24, 1954, in Docket No. G—2417, and 
approximately 25,100 feet of 12-inch service line and a metering station at 
the plant site. Applicant constructed and has heretofore operated the subject 
chemical plant producing ammonia, nitric acid and ammonium nitrate, which 
plant is to be sold by Applicant to Armour and Company. 

The service sought to be continued consists of providing up to 13,000 Mcf 
of natural gas per day on an interruptible basis as fuel and as raw material 
for the aforesaid chemical plant. The proposed price of gas to Armour and 
Company is 25 cents per Mcf for gas used as fuel and 35 cents per Mcf for 
gas used in processing. 

No question of gas supply or capacity is involved. 

Pursuant to due notice, a public hearing was held in Washington, D.C., 
on June 29, 1959, respecting the matters involved in and the issues presented 
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by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the 
hearing that the intermediate decision procedure be omitted and that the 
Commission render a decision herein pursuant to Section 1.30(c)(1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Mississippi River Fuel Corporation, a Delaware corporation 
having its principal place of business in St. Louis, Missouri, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of May 31, 1950, in Docket No. G-150 (2 FPC 
170). 

(2) The continued operation of facilities for the delivery of natural gas 
as hereinbefore described, and as more fully described in the application, 
as supplemented, in this proceeding, is subject to the requirements of Sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The aforesaid continued operation of facilities and delivery of gas by 
Applicant as proposed is required by the public convenience and necessity 
and a certificate therefor should be issued as hereinafter ordered and con- 
ditioned. 

(4) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas 
Act and the requirements, rules and regulations of the Commission thereunder. 

(5) Deliveries of natural gas by Applicant to Armour and Company under 
this authorization should be limited to a maximum of 13,000 Mcf per day, 
as proposed, on an interruptible basis. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in ‘paragraphs (a), (b), (c)(3), and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the issuance of the certificate hereinafter granted 
to Applicant and to the exercise of the rights granted thereunder. 

(7) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure herein was unopposed by any party of 
record, and not having been denied by the Commission is granted pursuant 
to Section 1.30(c)(1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same 
is hereby issued, upon the terms and conditions of this order, authorizing 
Mississippi River Fuel Corporation to continue the operation of facilities 
heretofore constructed and to deliver natural gas to Armour and Company 
as heretofore described and as more fully described in the application, as 
supplemented, in this proceeding. 

(B) Deliveries of natural gas by Applicant to Armour and Company under 
the authorization granted in paragraph (A) hereof shall be limited to a 
maximum of 13,000 Mcf per day on an interruptible basis. 

(C) The service and delivery of natural gas by Applicant through the 
facilities involved herein shall, at all times, be subordinate to the service 
and delivery by Applicant upon a firm basis of the full stated demands of 
Applicant’s utility customers in accordance with Applicant’s FPC Gas Tariff, 
Original Volume No. 1, on file with the Commission and now in effect, or as 
the same may be changed or superseded pursuant to Commission authorization 
or order in accordance with the provisions of the Natural Gas Act. 

(D) The general terms and conditions set forth in paragraphs (a), (b), 
(c)(3) and (e) of Section 157.20 of the Commission’s Regulations under 
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the Natural Gas Act shall attach to the certificate granted in paragraph (A) 
hereof and to the exercise of the rights granted thereunder. 

(E) The proposed operation of facilities and rendition of services author- 
ized hereby shall be commenced within six months of the date of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


CITY OF SITKA, ALASKA, PROJECT NO. 2230 


ORDER APPROVING REVISED EXHIBIT DRAWINGS 


(Issued June 30, 1959) 


City of Sitka, Alaska, licensee for major Project No. 2230—to be located 
on Blue Lake and Medvetcha River on Baranof Island, First Judicial Division, 
Alaska, and affecting lands of the United States within the Tongass National 
Forest—pursuant to Article 31 of the license for the project, on April 13, 
1959, filed for Commission approval and inclusion in the license the following 
revised Exhibit L drawing showing the project spillway and pursuant to 
Article 2 of the license, on June 4, 1959, filed for Commission approval 
and inclusion in the license the following revised Exhibit L drawings showing 
the project dam: 

Behibit L: (FPC No. 2230-31) Spillway Plan & Sections; (FPC No. 
2230-32) General Plan of Dam—Left Half; (FPC No. 2230-33) General Plan 
of Dam—Right Half; (FPC No. 2230-34) Sections of Dam; and (FPO No. 
2230-35) Foundation & Abutment Grouting, Ist Stage, and superseding Exhibit L 
drawings (FPC Nos. 2230-12 and —14) now part of the license for the project. 

The spillway is located on the crest of the arch dam structure and com- 
prises an uncontrolled weir section terminating in a “ski-jump” to throw 
the water jet a sufficient distance downstream from the toe of the dam to 
preclude the possibility of damage to the dam structure. 

The modifications in the arch dam structure are the result of additional 
topographic surveys and foundation investigations. 

The proposed dam is a concrete arch structure about 130 feet high above 
the stream bed with an overflow ungated spillway having a crest at elevation 
342. The spillway has been lowered from elevation 345 to 342, but the dam 
structure has been designed so that it can be raised to elevation 365 at a 
future date as provided in the license. 


The Commission finds: 


The above-described revised Exhibit L drawings (FPC Nos. 2230-31, -32, 
—33, -34, and -35) conform to the Commission’s rules and regulations and 
should be approved as part of the license for the project and the above-specified 
superseded Exhibit L drawings (FPC Nos. 2230-12, and -14) should be 
eliminated from the license. 


The Commission orders: 


(A) The above-described revised Exhibit L drawings are approved as 
part of the license for the project and the above-specified superseded Exhibit 
L drawings are eliminated from the license for the project. 

(B) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313(a) 
of the Federal Power Act, and failure to file such an application shall 
constitute acceptance of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


SOUTHERN CALIFORNIA EDISON COMPANY, PROJECT NO. 298 


ORDER AMENDING LICENSE (MINOR) 


(Issued June 30, 1959) 


Application was filed March 30, 1959, by Southern California Edison Com- 
pany, Licensee for constructed minor part Project No. 298, for amendment 
of the license for the project, located in Tulare County, California, and 
affecting lands of the United States. 

The application seeks to have the license amended to authorize the operation 
and maintenance of an access road to Kaweah No. 3 forebay, an access road 
to Kaweah No. 1 forebay, and the Kaweah No. 1 spillway waterway courses. 
The application also seeks to amend the license to eliminate therefrom a 
harrow gage inclined railway extending from a point near Kaweah power 
house No. 3 to the upper end of the penstock leading to the power house, and 
to reflect certain minor changes which have been made in the forebay control, 
telephone and alarm line for Kaweah No. 3 and for Kaweah No. 1. 

The applicant states that the changes sought are necessary and desirable 
to provide for continued access to the Kaweah No. 3 and Kaweah No. 1 fore- 
bays, to provide for continued rights for the Kaweah No. 1 spillway water 
courses, and to eliminate from the project facilties that are no longer 
required for the efficient operation of the project. 

The aforementioned project changes are shown on certain revised exhibits 
filed as part of the application for amendment. The effect of approval of 
the revised exhibits will increase the lands of the United States occupied 
by the project by 31.19 acres, with a resultant increase in the amount of 
annual charges for the use, occupancy and enjoyment of such lands. 


The Commission finds: 


(1) The license, further amended as hereinafter provided, will not alter 
any of the basic facts upon which the license was issued. 

(2) The annual charges to be paid under the license, as amended, for 
the purpose of recompensing the United States for the use, occupancy, and 
enjoyment of its lands are reasonable as hereinafter fixed and specified. 

(3) The following described revised exhibits, filed March 30, 1959, conform 
to the Commission’s rules and regulations and should be approved and made 
part of the license, and the exhibits described herein as being superseded 
should be excluded from the license: 

Exhibit J: (FPC No. 298-6) General Map superseding Exhibit J (FPC No. 
298-1) ; 

Evhibit K: (FPC No. 298-7) Detail Map superseding Map C on Exhibit K 
(FPC No. 298-5); and 

Erhibit K: (FPC No. 298-8) Detail Map superseding Map F on Exhibit K 
(FPC No. 298-5). 


The Commission orders: 


(A) The minor part license issued to Southern California Edison Company 
for Project No. 298 is amended as follows, effective as of June 1, 1959: 

PARAGRAPH I. Subparagraph B of the license paragraph commencing 
with the words “NOW, THEREFORE” is amended as follows: 

(a) Item (4) thereof is eliminated therefrom ; 

(b) To include therein the following described revised exhibits which are 
approved as part of the license for the project: 
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Evhibit J: (FPC No. 298-6) General Map superseding Exhibit J (FPC 
No. 298-1) ; 

Evhibit K: (FPC No. 298-7) Detail Map superseding Map C on Exhibit K 
(FPC No. 298-5) ; 

Evhibit K: (FPC No. 298-8) Detail Map superseding Map F on Exhibit K 
(FPC No. 298-5) ; 
and, to exclude therefrom the following described exhibit which is eliminated 
from the license for the project: 

Exhibit J: (FPC No. 298-1) Map in one sheet with title “Key Map of 
Kaweah Project” ; 
and, to include therein the following described exhibit, revised March 30, 1959 
to exclude all reference to Maps C and F, which exhibit, so revised, is 
reapproved as part of the license for the project: 

Ecvhibit K: (FPC No. 298-5) with title “Detail Map of Kaweah Project.” 

PARAGRAPH II. Article 12 of the license for the project is amended by 
substituting in the third line thereof “($232.38)” for “($170.00)”. 

(B) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) 
of the Federal Power Act, and failure to file such an application shall 
constitute acceptance of this amendment of license. In acknowledgment of 
the acceptance of this amendment of license, it shall be signed for the 
Licensee and returned to the Commission within 60 days from the dute of 
issuance of this order. 








APPLICATIONS OF PRODUCERS OF NATURAL GAS FOR CERTIFICATES OF PUBLIC 
CONVENIENCE AND NECESSITY DISPOSED OF DURING THE PERIOD JANUARY 1, 
1959 THROUGH JUNE 30, 1959; SERVICE BEGINNING PRIOR TO JUNE 7, 1954 





PRODUCER #, DOCKET NO. 


AND PURCHASER # 


N. Appleman Co.: 


4376 
4377 
4378 
4379 
4380 
4381 
4382 
4383 
4384 
4385 
4386 
4387 
4388 
4389 
4390 
4391 
4392 
4393 
4394 
4395 
4396 
4397 
4398 
4399 
4400 
4401 
4402 
4403 
4404 


Cities Service Gas Co.... 
Cities Service Gas Co... 
Cities Service Gas Co... 


Cities Service Gas Co 


Cities Service Gas Co __- 
Cities Service Gas Co... 


Cities Service Gas Co 


Cities Service Gas Co_-. 
Cities Service Gas Co_-_-} 
Cities Service Gas Co_---. 
Cities Service Gas Co--_-- 
Cities Service Gas Co-- 


Cities Service Gas Co 
Cities Service Gas Co 


Cities Service Gas Co__-- 
Cities Service Gas Co_- 


Cities Service Gas Co 


Cities Service Gas Co_--- 


Cities Service Gas Co 
Cities Service Gas Co 


Cities Service Gas Co _-_- 


Cities Service Gas Co 


Cities Service Gas Co_--- 


Cities Service Gas Co 


Cities Service Gas Co_-_-- 
Cities Service Gas Co --- 
Cities Service Gas Co__- 
Cities Service Gas Co _-_-- 
Cities Service Gas Co__- 


Bentex Oil Corp.: 


4449 Provident Investment Co 


Carl Casey: 


7419 


Lone Star Gas Co 


Casey and Weempe Oil Co.: 


11117 Texas Eastern Produc- 


tion Co. 


The Chartiers Oil Co.: 


5941 


Hope Natural Gas Co....) 


Continental Oil Co.: 


5900 Arkansas-Louisiana Gas | 


5913 Arkansas Fuel Oil Corp-.| 
5916 Lyons, McCord, and | 


Co. 


Logan. 


Lewis Crouch: 


6495 


Pecos Petroleum Co 


Leland Davidson: 
El Paso Natural Gas Co.. 
Fullerton Oil and Gas Corp.: 


3018 


G. C. Glasscock Oil Co.: 


6819 Tennessee Gas Transmis- 


sion Co. 


Gulf Oil Corp.: 


9872 Texas Gas Pipe Line Corp.) Big Hill 
Howell, Holloway, and Howell: 


| 





| 


| 

| 

| 

6515 El] Paso Natural Gas Co | 


| 
| 
| 
| 


| 


6099 Tennessee Gas Transmis- 


sion Co. 


See footnotes at end of table, p. 942. 


| Hugoton - 


| Hugoton 


FIELD NAME 


Hugoton 
I nage incsanen 
Ps cnkinnere 
Hugoton ......-- 
) | ES 
a 


Hugoton .........-- 
Hugoton ._....-.-- 
Hugoton 
EE 
Hugoton ....... 
Hugoton 
Hugoton 
Hugoton 


Hugoton 
PR aici inisabeis 
PE ccsictite ee ciended 
Hugoton ...- 
PR aiiininnscumins 
Hugoton ........-.- 
Hugoton 
Hugoton 
Hugoton 
EE ciincicaiacnitds 
Hugoton ........-. 
a 
Hugoton --- 


Sweden 


8. Hallsville.........| 


Kuhlmann 


Unnamed 


Waskom..-....... 


Willow springs...... 
Carthage.........-. 


Tunstill 


Spraberry Trend... 


Fullerton 


South Robstown- 
ship. 


Unnamed 





--| Harrison ----- 








COUNTY 


Haskell_....-. e 
Haskell ........- 
| TE 
Stanton......... 
EE Giccreknd 
Stanton ....-.- ‘ 
ee vttimncges 
Haskell 
| 
Haskell. .......- 
i acinancs 
lecentccs 
Haeskell........- 
Haskell 
Stanton........- 
Stanton ........ 
Morton.....-- 
Moerten....-.-.-« 
Morton... 
Morton....-.-. 
Morton ...-..-.- 
Morton ........- 
Morton.....-. 


Stanton......... | 
a 


cancun 
EEG cccncdes 
Finney......-... 
Pe cncccnece 
0 


Harrison ........ 


ee ictnacke 


Gilmer .......<. 





DISPOSI- | DISPO- 
TION DATE|SITION * 


4 21 59} Dis. 


21 59 | Dis. 
21 59 | Dis. 
21 59 | Dis. 
21 59 | Dis. 
21 59 | Dis. 


21 59 | Dis. 
21 59 | Dis. 
21 59 | Dis, 
21 59 | Dis. 


21 59 Dis. 
21 59 | Dis 
21 59 | Dis 

| Dis. 
21 59 | Dis. 


21 59 | Dis. 
21 59 | Dis. 
21 59 | Dis. 
21 59 | Dis. 


re al 
we 
= 
on 
co 


21 59 | Dis. 
21 59 | Dis. 
21 59 | Dis. 
21 59 | Dis. 
21 59 | Dis. 
21 59 | Dis. 
21 59 | Dis. 


4 21 59 | Dis 
4 21 59} Dis 
4 21 59 Dis 
2 9 59 | Iss. 
3 23 59 | Iss. 
4 22 59 | Rej 
6 4 59) Iss 
3 6 59} Rej. 
3 659] Rej. 


3 6 50/ Rej. 





1 26 59 | Iss. 

3 2 59 | Iss 

4 7 59 | Rej. 
| 

6 4 59 | Iss. 

1 26 59 | Iss. 

8 16 50 | 158 


| 
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PRODUCER 


LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER #, DOCKET NO. 
AND PURCHASER # 


Kerr McGee Oil Industries, Inc.: 
77 Phillips Petroleum Co... 

9822 Phillips Petroleum Co.__. 
Koch Oil Co-op, Inc., et al.: 

9815 Phillips Petroleum Co___ 
Sam Krasner, et al.: 

10418 Phillips Petroleum Co _- 
Gregory Krebs: 

4933 United Fuel Gas Co ----- 
McCarthy Oil and Gas Corp.: 

3664 Texas Gas Corp .....-.-- 
Neil C. Mathews: 

4859 Ohio Fuel Gas Co....-.-- 


Murphy Oil Co. of Okla., Inc.: 
7477 Universal Gasoline Co... 

K. D. Owen, et al.: 
6850 Transcontinental 

Pipe Line Corp. 

Pan American Petroleum Corp.: 
4063 Montana-Dakota Utili- 
ties Co. 

Texas Eastern Transmis- 
sion Corp. 

E] Paso Natural Gas Co - 

Arkansas-Louisiana Gas 
Co. 

Trunkline Gas Co....-..-. 

Mississippi River Fuel 
Corp. 

E] Paso Natural Gas Co. 

El Paso Natural Gas Co. 

Mississippi River Fuel 
Corp. 

El] Paso Natural Gas Co . 

Mississippi River Fuel 
Corp. 

Olin Gas Transmission 
Corp. 

Texas-Illinois Natural 
Gas Pipe Line Co. 

Tennessee Gas Transmis- 
sion Co. 

Texas-Illinois Natural 
Gas Pipe Line Co. 

United Gas Pipe Line Co. 

Arkansas-Louisiana Gas 
Co. 

El Paso Natural Gas Co.. 

Mississippi River Fuel 
Corp. 

Texas Eastern Transmis- 
sion Corp. 

Transcontinental 
Pipe Line Corp. 

Cities Service Gas Co...._ 


Gas 


4065 





4069 
4070 


4072 
4621 
4622 


4626 


4627 
4630 


4831 


4903 


5663 


5707 
5709 


5710 
5713 


6830 


6831 Gas 
7487 
7494 
7495 
7498 
7499 
7503 


El Paso Natural Gas Co . 
El Paso Natural Gas Co.. 


Tennessee Gas Transmis- 
sion Co. 





FIELD NAME STATE 
a eiccccns 
CO ae | eee 
Eunice Monument..| N. Mex... 
etentiiscctcns ekcnnien 
Curry District...... We Vaecen 
Jackson Pasture..... ES cakes 
Chester Township | Ohio..-.-- 
Pool. 
Doyle Pool........-- GE...wsca 
eR iernccnnttninnctins: Wel ccnsca 
Little Buffalo. __...- WE enes 
EE esas 
a tittioiabecuaiaiaas N. Mex... 
E. Haynesville. _... Diecanun 
Heard Ranch....... BO ccs 
Woodlawn.......... cane 
South Eullerton..... We cosiea 
Levelland._......... , REE 
sc cncctousce Willinseked 
ee Wehccased 
Woodlawn.......... OR cenintioal 
Holly Ridge........- Blséccunan 
Old Ocean.......... Wiens 
East Bay City...... WER castes 
E. Bay City Area...| Tex......- 
North Charco.._.... Uliccescd 
N. Lansing.......... iacaaes 
Kelly Snyder....... OR acces 
Woodlawn.......... itsacca 
E. Meyersville__.... WOR nctcne 
Osx ncinsccacl WORE cages 
West Edmond..--.... GUR...wcae 
Hendrick........... 
Hendrick 


See footnotes at end of table, p. 942. 

















COUNTY DISPOSI- | DISPO- 
TION DATE|SITION! 
2 20 59 | Iss. 
5 459) Rej. 
Ri ceunsnemenien 5 559 Re}. 
Geane.......c--<- 5 5 59 | Rej. 
Putnam......... 7 24 59 | Iss. 
Jefferson......-- 3 30 59 | Dis. 
EN 1 8 59 | Iss. 
Stephens.._..... 1 5 59) Ref. 
Refugio. .......- 1 26 59 | Iss. 
ae 6 19 59 | Iss. 
Brazoria*......- 6 19 59 | Iss. 
i cnncataiawe 6 19 59 | Iss. 
Claiborne....... 6 19 59 | Iss. 
Tltieineecntemes 6 19 59 | Iss. 
Harrison. ....... 6 19 59 | Iss. 
Andrews........ 6 19 59 | Iss. 
Cochran®....... 6 19 59 | Iss. 
Harrison........ 6 19 59 | Iss. 
Cochran®....... 6 19 59 | Iss. 
Harrison®_-....- 6 19 59 | Iss. 
Fe incnnnsion 3 20 57 | Dis. 
Brazoria........| 6 19 59 | Iss. 
Matagorda...... 6 19 59 | Iss. 
Matagorda... -...-. 6 19 59 | Iss. 
ee 2 959) Dis. 
Harrison.......- 6 19 59 | Iss. 
BG oi ccccmena 6 19 59 | Iss. 
Harrison.......-. 6 19 59 | Iss, 
De Witt......... 5 12 56 | Wtd. 
eo | 619 59 | Iss. 
Oklahoma.......| 1 26 59 | Iss. 
Winkler.........| 6 19 59 | Iss. 
-| 6 19 59 | Iss. 
-| 619 59 | Iss. 
Winkler... --| 619 59 | Iss. 
6 19 59 | Iss. 





i 
' 
5 
' 
i 














PRODUCER LIST 


925 





GRANDFATHER CERTIFICATES—Continued 
PRODUCER #, DOCKET NO. FIELD NAME STATE COUNTY DISPOSI- | DISPO- 
AND PURCHASER # TION DATE|SITION! 
Pan American Petroleum Corp— 
Continued 
708 Lgmen, C. V............. Bee casiceniciiisttininari er Wl. ccncace 6 19 59 | Iss. 
7515 Montana-Dakota Utili- | Elk Basin........... Mont..... Carbon*........ 6 19 59 | Iss. 
ties Co. 
TP Mth. Voc ncstasiatine We iin oncncanl , Harrison........ 6 19 59 | Iss. 
7518 Arkansas-Louisiana Gas | Waskom...........-. 7 ae Caddo........... 6 19 59 | Iss. 
Co. 
7525 Tennessee Gas Transmis- | La Rosa............- DR. cows Refugio. ........ 6 19 59 | Iss. 
sion Co. 
7532 El Paso Natural Gas Co .| Unnamed........... ee ee ee 6 19 59 | Iss. 
8964 Olin Gas Transmission | Holly Ridge......... Diiicitald WR ieinsetne 3 20 57 | Dis. 
Corp. 
8966 Olin Gas Transmission | Holly Ridge........-. ) Titicaca 3 20 57 | Dis. 
Corp. 
Grace Marjorie Moran Parris: 
3868 El] Paso Natural Gas Co.| Drinkard........... VE Biicnsd NOB cctsactintons 2 259) App. 
Phillips Drilling Corp.: 
6665 El Paso Natural Gas Co..| NE. Blanco Unit....| N. Mer. San Juan*....._- 3 18 59 | Wtd. 
L. H. Puckett, et al.: 
7359 Phillips Petroleum Co....| Hugoton............ WiRsctnd Hansford*....... 3 259) Rej. 
Renwar Oil Corp.: 
3652 Trunkline Gas Co........ Chocolate Bayou....| Tex....... Jackson......... 3 259) Dis. 
Sells Petroleum, Inc.: 
4533 Arkansas-Louisiana Gas | Woodlawn Pool.__.- yn Harrison........ 2 459} Iss. 
Co. 
Sinclair Oil and Gas Co.: 
9944 Magnolia Petroleum Co..} Sho Vel Tumi..._... Okla...... ae 1 15 59 | Rej. 
Slick Moorman Oil Co.: 
6092 United Gas Pipe Line Co| South Caesar........ Wicaaasd i iniicniniincanisl 1 28 59 | Wtd. 
6095 United Gas Pipe Line Co} Burnell............. , OP tcetancnas 1 28 59 | Wtd. 
Southern California Petroleum 
Corp. E..: 
6610 El Paso Natural Gas Co..| Jalmat Pool......... Ce SS eee 3 2 50 | Iss. 
Glenn M. and Ruth E. Stearns: 
3971 Cities Service Gas Prod- | Guymon Hugoton..| Okla...... GPR caninncsed 4 8 59/| Iss. 


ucts Co. 





See footnotes at end of table, p. 942. 














































APPLICATIONS OF PRODUCERS OF NATURAL GAS FOR CERTIFICATES OF PUBLIC 


CONVENIENCE AND NECESSITY DISPOSED OF DURING THE PERIOD OF JANUARY 
1, 1959 AND JUNE 30, 1959; SERVICE BEGINNING SUBSEQUENT TO JUNE 7, 1954 





PRODUCER #, DOCKET NO., 
AND PURCHASER # 





R. H. Adkins: 
15406 Hope Natural Gas Co--- 
Allegheny Land and Mineral: 
14997 Hope Natural Gas Co_. 
American Climax Petroleum 
Corp., et al.: 
15689 Pacific Northwest Pipe 
Line Corp. 
Anderson Petroleum, et al.: 
16282 Cities Service Gas Co__- 
Anderson-Prichard Oi] Corp.: 
17742 El] Paso Natural Gas Co. 
N. Appleman Co.: 
4476 Stanolind Oil & Gas Co_. 
4477 Stanolind Oil & Gas Co-. 
4478 Stanolind Oil & Gas Co_. 
4479 Stanolind Oil & Gas Co_. 


4480 Stanolind Oil & Gas Co_. 


4481 Stanolind Oil & Gas Co. 
4482 Stanolind Oil & Gas Co-- 
N. Appleman Co.: 
4458 Cities Service Gas Co_-.- 
4459 Cities Service Gas Co__-_- 
4460 Cities Service Gas Co__- 
4461 Cities Service Gas Co 
4462 Cities Service Gas Co__-- 
4463 Cities Service Gas Co_-_-- 
4464 Cities Service Gas Co_-_- 
4465 Cities Service Gas Co__-- 
4466 Cities Service Gas Co_-_-_- 
4467 Cities Service Gas Co__-_-. 


4468 Cities Service Gas Co__-- 
4469 Cities Service Gas Co-__-_-} 
4470 Cities Service Gas Co__-- 
4471 Cities Service Gas Co__.- 
4472 Cities Service Gas Co__-_- 
4473 Cities Service Gas Co_-_-_- 
4474 Cities Service Gas Co-_-_-- 


4475 Cities Service Gas Co __- 
Argo Oil Corp.: 
10708 Texas Gas Products 
Corp. 
Armstrong and Horn Drilling: 


2690 United Gas Pipe Line Co. 


Arrowhead Exploration Co.: 


17790 El Paso Natural Gas Co. 


Atlantic Refining Co.: 

13098 Northern Natural Gas 
Co. 

13126 Northern Natural Gas 
Co, 

13635 Pacific Northwest Pipe 
Line Corp. 

15166 Texas Eastern Trans- 
mission Corp. 

15231 United Gas Pipe Line 
Co. 

15403 Texas Eastern Trans- 
mission Corp. 





FIELD NAME 


Dulbald......scuscus 


Washington District_- 


Bar-X West.......- 


Whiterock... .....-. 


Bisti Gallup _......- 


Pts ttiticacacal 


eer 
POD ci aitinscwnca 


Hugoton ............ 


Hugoton....-...-. ; 


eee 


Us icdeicisncccsmiak 


Hugoton ....-.....-. 
FORIUUR L  - ccccwessl 


| Hugoton............ | 
[I dah ancasedd 
Hugoton _........... 


BESS cimeiwcsicstis 
i eee 
ae 
ee 
BO 5 wc essccevss 


| 


Hugoton 
Hugoton 
Hugoton 


a 
PR is nn cdinl nel 
OER Saco csnsccu 
Be iccsccsnanes 


S. Spraberry....-...- 


Blanconia..........- 
Bisti Gallup --_..-.-- 
S.W. Camp Creek... 


McKinney..-......- 


Willow Springs --.-. 


See footnotes at end of table, p. 942. 
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www 
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te 
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ee ee SP 
www & i 
eee ee 


~ 
= 


te wm & be 
_- 


np 
= 











~ > > 





~ > 
to we 
= 


tr 
= 


- 
vw 
= 











DISPO- 
SITION 





5 5 59 Iss. 


Iss. 


Iss. 


Iss. 


| Iss. 
| Iss, 
Iss. 
Iss. 
Iss. 
Iss. 
| Iss. 


Dis. 
| Dis. 
| Dis. 
Dis. 
| Dis. 
Dis. 
Dis. 
| Dis. 
Dis. 
| Dis. 
Dis. 
Dis. 
| Dis. 
Dis. 
Dis. 
| Dis. 


9} Dis. 


Dis. 


Wtd. 


Iss, 


Iss. 


Iss. 


Iss. 


Iss. 


Iss, 





PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 
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PRODUCER #, DOCKET NO. 
AND PURCHASER # 





The Atlantic Refining Co.: 
10980 Phillips Petroleum Co... 
Aurora Gasoline Co., et al.: 
13244 Cities Service Gas Co-.. 
13565 Cities Service Gas Co-_. 
Aylward Drilling Co., et al.: 
12865 Cities Service Gas Co_-_. 
Geo, C. Bagnall, et. al.: 
15400 United Gas Pipe Line 
Co. 
W. E. Bakke: 
15022 Colorado Interstate Gas 
Co, 
15257 E] Paso Natural Gas Co. 
B. Baldridge, et al.: 
11458 Phillips Petroleum Co--. 
11459 Phillips Petroleum Co... 
11521 Phillips Petroleum Co... 
Josephine P. Bay, et al.: 
16451 Northern Natural Gas 
Co. 
Belfer Natural Gas Co.: 
16503 Mountain Fuel Supply 





Co. 
Benson-Montin-Greer Drilling 
Co.: | 
17005 El Paso Natural Gas Co.| 


Berg and Buck Drilling Co.: 
15325 Cities Service Gas Co--- 
Bettis & Shepard: 
13410 Gas Gathering Co....-.-.- 
Bewley & Knight, et al.: 
16395 Panhandle Eastern Pipe 
Line Co. 
Big Chief Drilling Co.: 
18498 


Co. 
Bluestone Oil & Gas Co.: 
16265 Carnegie Natural 
Co. 
Bone Creek Development Co.: 
15494 Hope Natural Gas Co._- 
Edwin G. Bradley, et al.: 
13690 Cities Service Gas Co. -_- 
15279 Panhandle Eastern Pipe 
Line Co, 
16559 Colorado Interstate Gas 
Co. 
Cora L. Bramer, et al.: 
15698 Pennsylvania Gas Co._- 
Bridwell Oil Co.: 
16879 Valley Gas Transmis- 
sion Inc, 
Brookhaven Oil Co.: 
18115 El Paso Natural Gas Co. 
James G. Brown & Associates: 
15232 Northern Natural Gas 
Co. 
Layton Brown Drilling Co., Inc.: 
16976 Valley Gas Transmis- 
sion Inc, 


| 
| 
Colorado Interstate Gas 
| 


Gas | 








FIELD NAME STATE 
| 

McFarland ._.......} Tex... 
Unnamed........ ..| Kans_...- 
Unnamed... -- Okla... 
Unnamed...__._.- Kans.... 

Bloomington........}| Tex- 
Hugoton ........... Kans.... 
Spraberry Trend....| Tex.----- 
| es Wel sakes 
PO Redsccn.ccccccch Tess 
aE Tex. 
Spearmon Morrow..| Tex. 
Dry Piney Unit_.... Wyo... :.| 
Bisti Gallup....-..-. N, Mex... 
Eureka S.E.......-- | Okla..... 
 cdsittinicnctt Welles a 
D. H. Thompson -_-..} Kans.* 
Ce | Okla... 
Southwest District..| W. Va...- 





Appalachian ........ Bi cdniedon 
Bob Cooper......-.- Wetscsiss. 
Bisti Gallup ........ N. Mex.. 
Hansford N...--....| Tex..-..-..- 
Lake Pasture W..-..) Tex.....- 


See footnotes at end of table, p. 942. 


--| Victoria......- i 





| 


COUNTY 


Andrews. --.-. 


Barber- ._- 


Kearney .....-.- 


Midland ..... : 


Hansford ......- 


Sublette... 


Sen Jus®....-<-. 


Doddridge 


Ritchie......--- 


Morton 
es Sites SZ 





Morton 


San Juan.......- 


Hansford ....---- 











DISPOSI- | DISPO- 
|TION DATE|SITION! 
4 259| Rej. 
6 26 59 | Iss. 
6 11 59 | Iss, 
4 8 59) Iss. 
5 5 50| Iss. 
4 8 59 | Iss. 
1 259] Iss. 
5 450| Rej. 
5 459) Rej. 
5 459) Rej. 
8 31 59 | Iss, 
2 9 59 | Iss. 
6 19 59 | Iss. 
5 1 59| Iss. 
6 12 59 | Iss. 
6 459) Iss. 
5 19 59 | Dis. 
2 10 59 | Iss. 
5 5 59) Iss. 
6 12 59 | Iss. 
5 1 59) Iss. 
6 19 59 | Iss. 
2 18 59 | Iss. 
3 16 59 | Wtd. 
6 19 59 | Iss. 
3 6 59} Iss. 
316 59 | Wtd. 
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PRODUCER #, DOCKET NO. 
AND PURCHASER # 

















































Cabot Carbon Co.: 
11252 Phillips Petroleum Co-.- 
The California Co.: 
13078 Mississippi River Fuel 
Corp. 
15908 Mountain Fuel Supply 
Co. 
Robert Cargill, et al.: 
13027 Texas Eastern Trans- 
mission Corp. 
Alec Carpenter Oil and Gas.: 
15264 Hope Natural Gas Co-._. 
Carper Drilling Co., Inc.: 
8829 El Paso Natural Gas Co.. 
8830 El] Paso Natural Gas Co.. 
The Carter Oil Co.: 
13574 Consolidated Gas Utili- 
ties Corp. 
Natural Gas Pipe Line 
Co, of America. 
Mountain Fuel Supply 
Co. 
Natural Gas Pipe Line 
Co. of America, 
Joe N. Champlin, et al.: 
17006 Panhandle Eastern Pipe 
Line Co, 
M. B. Chastain, et al.: 
16554 United Gas Pipe Line 
Co. 
Cities Service Oil Co.: 
16577 Panhandle Eastern Pipe 
Line Co. 
16997 Northern Natural Gas 
Co. 
Cities Service Products Co.: 
15330 Tennessee Gas Trans- 
mission Co, 
Clark Fuel Producing Co., et al.: 
17201 Valley Gas Transmis- 
sion Inc, 
17204 Valley Gas Transmis- 
sion Inc, 
W. 8. Cline, et al.: 
16355 Warren Petroleum Corp. 
Coastal States Gas Producing 
Co.: 
15363 Trunkline Gas Co....-.. 
15822 Texas Gas Transmission 
Corp. 
Ross W. Coe, Jr., et al.: 
4737 Colorado Interstate Gas 
Co, 
Coline Oil Corp.: 
15462 Northern Natural Gas 
Co. 
Columbian Carbon Co.: 


14638 
16430 


16973 


Columbian Fuel Corp.: 
14999 Panhandle Eastern Pipe 
Line Co. 


16678 Hope Natural Gas Co...| Blackwater -_.......- 


See footnotes at end of table, p. 942. 


PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 







FIELD NAME STATE COUNTY DISPOSI- 








DISPO- 


TION DATE|SITION! 


—— | | | 


Sheridan District. -_- 1 259 


Jalmat Pool......-.- 
Jalmat Pool......-.. 


1 26 59 
1 26 59 


6 11 59 
4 8 59 
2 959 


5 1 59 


6 19 59 


6 19 59 


ikki ccndaccnte 5 1 59 


B63-Cameron E..... 2 16 50 


3 16 59 


3 16 59 


5 27 59 





Jim Wells......- 
Races acne 


5 5 59 
4 14 59 





2 18 59 


5 159 


Kismet........---- 1 259 





Rej. 


Bee FF FB 


g 


B 


Wid. 


Wd, 






' PRODUCER #, DOCKET NO. 
AND PURCHASER # 





Commonwealth Oil Co., et al.: 
11089 Tennessee Gas Trans- 
mission Co, 
Consolidated Oil & Gas Co., Inc.: 
15436 Kansas-Nebraska Natu- 
ral Gas Co. 
Continental Oil Co., et al.: 
12432 Texas Eastern Trans- 
mission Corp. 
Cordele Operating Co., et al.: 


15986 United Gas Pipe Line 
Co. 
Edwin L. Cox: 


13236 Natural Gas Pipe Line 
Co. of America. 
Natural Gas Pipe Line 
Co. of America. 
Natural Gas Pipe Line 
Co. of America. 
Natural Gas Pipe Line 
Co. of America. 
Natural Gas Pipe Line 
Co. of America. 
David Crow: 
13671 United Gas Pipe Line Co. 
Crown Central Petroleum Corp., 
et al.: 
10666 Transcontinental 
Pipe Line Corp. 
Sweetland & Burns: 
15984 United Fuel Gas Co-.... 
Ben 8. Curtis: 
16443 Colorado Interstate Gas 
Co. 
Dacresa Corp.: 
18116 E] Paso Natural Gas Co. 
J. F. Deem: 
15323 Hope Natural Gas Co... 
Dekalb Agricultural Association, 
Inc.: 
11101 Phillips Petroleum Co... 
11102 Phillips Petroleum Co .. 
11103 Phillips Petroleum Co._- 
Dor-Bet Oil Co., et al.: 
14847 Panhandle Eastern Pipe 
Line Co. 
Dudley T. Daugherty, et al.: 
16720 Valley Gas Transmissson 
Inc. 
Drilling & Exploration Co Inc.: 
18242 Lone Star Gas Co-........ 
Dulaney Oil Co.: 
16814 Valley Gas Transmission 
Inc. | 
El Paso Natural Gas Products 
Co.: | 
16006 El Paso Natural Gas Co. 
16015 El Paso Natural Gas Co- 
James E. Ely: | 
4, 14863 Cities Service Gas Co..._| 


13264 


13307 


14571 


14846 


Gas 








See footnotes at end of table, p. 942. 


PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


FIELD NAME STATE DISPOSI- | DISPO- 
TION DATE|SITION! 
Hagist Ranch......-. 4 8 59} Iss, 
Hesse Tell .....2...<<- 2 10 59 | Iss. 
BR icendcicwminad 6 23 59 | Wtd. 
West Edna.......... 2 18 50 | Iss. 
Camrick 8.E........ 6 459) Iss. 
Camrick 8.E........ 6 4 59 | Iss. 
Camrick 8.E........ 6 459 | Iss. 
Camrick 8.E-....... 3 5 69 | Iss. 
Camrick 8.E........ 5 12 59 | Iss. 
Maxie-pistol Ridge. 6 12 59 | Iss. 
PO a ccinnannnsh: ae 1 26 59 | Iss. 
Grand District...... 2 10 59 | Iss. 
ee isintcsticciieniscteil 3 31 59 | Iss. 
Bisti Gallup. ....... 6 19 59 | Iss. 
Murphy District....| Pa 1 2 59 | Iss. 
on 4 28 59 | Rej. 
a 4 28 59 | Rej. 
SE nic cncncen 1 26 59 | Iss. 
Lerado S.W......... 5 12 59 | Iss. 
a 3 16 59 | Wtd. 
Bi icimncnncitpeencnitasniisial 6 359) Wtd. 
8 ee 3 16 59 | Wtd. 
Bisti Gallup. ....... 6 19 59 | Iss. 
Acreage In.......... 5 1 59 | Iss. 
ete ensues 5 12 59 | Iss. 
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PRODUCER 


LIST 


NEW SERVICE CERTIFICATES—Continued 








PRODUCER #, DOCKET NO. 
AND PURCHASER # 


Equitable Gas Co.: 
11505 Hope Natural Gas Co... 


Everson Oil & Gas Co.: 
16149 Godfrey L. Cabot Inc.... 
Fairman Drilling Co., et al.: 
15799 New York State Natural 
Gas Corp. 
O. F. Featherstone: 
17642 El Paso Natural Gas Co- 
J. H. Ferrell Bennett Lease: 
16133 Equitable Gas Co..-_-_- 
Finley Co., et aL: 
13034 Texas Eastern Transmis- 
sion Corp. 
R. L. Foree: 
15393 E] Paso Natural Gas Co 
L. R. French, Jr., Operator, et al.: 
15992 El Paso Natural Gas Co. 
15993 El Paso Natural Gas Co. 
The Frontier Refining Co.: 
17254 Ei Paso Natural Gas Co. 
17780 El Paso Natural Gas Co. 
Roy Furr, et al.: 


13039 Northern Natural Gas 
Co. 
General American Oil Co. of 
Texas: 


15239 Texas Eastern Trans- | 


mission Corp. 
General Oil Co., Inc., et al.: 
15157 Hope Natural Gas Co.... 
W. B. Gibson, et al.: 
16560 Hope Natural Gas Co... 
16568 Hope Natural Gas Co-_- 
N. C. Ginther, et al.: 
16381 Kansas-Nebraska 
tural Gas Co. 
C. G. Glasscock-Tidelands Oil 
Co.: 
16558 Texas Eastern Trans- 
mission Corp. 
Burdette Graham and H. C. Hel.: 
9214 United Gas Pipe Line Co 
William Graham Oil Co., et al.: 
13038 Colorado Interstate Gas 
Co. 
The Group Oil Co., et al,: 
13042 Tennessee Gas Trans- 
mission Co, 
Great Lakes Natural Gas Corp., 
et al.: 
13006 El Paso Natural Gas Co. 
Exchange Oil Co.: 
15092 Cities Service Gas Co--. 
Greenbrier Oil Co.: 
15132 Tennessee Gas Trans- 
mission Co, 
Greenville Gasoline Co., Inc.: 
15402 Lone Star Gas Co......- 


Na- 





See footnotes at end of table, p. 942. 


FIELD NAME 


Court House 
District. 


Daniel Run___...._- 


Spraberry Trend.-_- 


Spraberry Trend_.-- 
Spraberry Trend... 


Gallegos Gallup._._. 
Bisti Gallup. -..._..- 


Unnamed........... 


Mission Val N 


Unnamed. 


Sherman District--. 
Sycamore District... 


Bijou West.........-. 


N. Hoover-Hoxbr-- 


BIDET Scans 


Greenville N.E 





STATE 


W. Va.... 


We Vasu 


ee 


N. Mex... 


AW 6 CRccas. 


N. Mex... 


WewGasss 


We When 
W. Va.... 





COUNTY 


De Witt........ 


Ritchie 


Calhoun. ..._..- 
Calhoun... ...... | 


Refugio. -....... 


Kearney. ....... 


Wharton. ...-_- 


San Juan 


Garvin___.__..- 


Wharton 





DISPOSI- 
TION DATE 


2 10 59 


2 18 59 


2 18 59 


6 19 59 


2 18 59 


4 8 59 


5 5 59 


2 18 59 
2 18 59 


6 19 59 
6 19 59 


3 6 59 


2 959 
6 19 59 


3 31 59 


6 19 59 


1 26 59 


4 8 59 


3 59 


5. 59 


8 59 | 


| 


| 





DISPO- : 
SITION ! 





Dis. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 
Iss. 


Iss. 
Iss. 


Wtd. 
Iss. 


Iss. 


Iss. 


Iss. 


Iss. 

































































NEW SERVICE CERTIFICATES—Continued 


PRODUCER #, DOCKET NO. 
AND PURCHASER # 





| 
William Gruenervald, et al.: 
15382 Northern Natural Gas 
Co. 
Gulf Oil Corp.: | 
13208 Panhandle EasternPipe | 
Line Co. | 
Cities Service Gas Co.---| 
Phillips Petroleum Co 
Cities Service Gas Co 
Pacifie Northwest Pipe | 
Line Corp. 


13604 
14862 
15002 
15045 


15297 
16454 El] Paso Natural Gas Co. 
17019 El Paso Natural Gas Co. 
Hack Drilling Co., et al.: 
13077 El Paso Natural Gas Co. 
Michael T Halbonty, et al.: 
15308 United Gas Pipe Line 
Co, 
Claud B, Hamil, et al.: 
12406 Texas Eastern 
mission Corp. 
Hamilton Brothers, Ltd.: 


14750 Northern Natural Gas | 


Co. 
Signal Oil & Gas Co.: 
15271 El Paso Natural Gas Co. 
Dewey Harris, et al.: 
15405 Equitable Gas Co 
d.b.a. Paul McCoy Gas Co.: 
13601 Hope Natural Gas Co... 
John B, Hawley, Jr.: 
13570 Northern Natural Gas 
Co. 
Hawn Bros. & Carr] Oil: 
17073 Valley Gas Transmis- 
sion Inc, 
J. Felix Hickman: 
17030 El Paso Natural Gas Co. 
C-W Oil & Gas Co.: 
14879 Hope Natural Gas Co..- 
Alinda Hunt Hill Trust: 
15215 Northern Natural Gas 
Co, 
Hillcrest Oil Co.: 
16813 Valley Gas Transmission 
Inc. 
A. J, Hodges Industries Inc.: 
15151 United Gas Pipe Line 
Co. 
Hollandswaith Oil Co., et al.: 
12105 Mississippi River Fuel 
Corp. 
Bluestone 3: 
16262 Carnegie 
Co. 
16264 Carnegie 
Co. 
16272 Carnegie Natural Gas 
Co, 
Honolulu Oil Corp.: 


Natural Gas 


Natural Gas 


Phillips Petroleum Co-.-| 


Trans- | 


| 





17445 El Paso Natural Gas Co. 


See footnotes at end of table, p. 942. 


PRODUCER 
FIELD NAME | 


Hockett Pool - -. 


Unnamed. -. | 


Unnamed. .- 
Azelea 

Unnamed - | 
Big Piney.-..-.- 


" | 
Furman-Masco - -.--| 
Justice Gas Pool - ---| 
Bisti Gallup_.-_..--- 


Mary Neal §.W-.-- 


Fostoria 


Speaks 


Hansford N....-.-- | 


Andrews S 


Skin Creek......-- 


Burnt House... -.--- 


Hugoton ...-.-..--- 


Bob Cooper..-.-- i 


Galegos Gallup - _. 
Washington District. 


Horizon 


Bob Cooper 


Cotton Valley....--- 


Woodlawn 


Southwest District .. 
Southwest District. 


Southwest District -- 





Bisti Gallup 


LIST 








931 


| 





STATE COUNTY | DISPOSI- | DISPO- 
| | TION DATE|SITION ! 
| 

Kans.... | Meade. ._- | 5 5 58) Iss. 
} | 
Okla... | Beaver_......-.-| 6 26 59 | Iss, 
Kans...-. Barber-_._... } 611 59 | Iss. 
Tex. Midland... | 5 12 59 | Iss. 
Kans. ....| Barber 4 8 59| Iss. 
| Wyo.- | Sublette 1 2 50} Iss. 
Tex......-| Andrews... --| 1 259) Iss, 
SS eee | 331 59 | Iss. 
N. Mex.*.| San Juan_....-- 6 19 59 | Iss. 
| 
Tex.....-.| Nolan........-.-| 6 26 50 | Iss. 
eee Montgomery...-| 1 2 50) Iss. 
, Lavaca.....-..- 48 59 | Dis. 
| 
 ——— | Hansford*.......| 612 59 | Iss 
RU scoeaeel Andrews......- | & 559 / Iss. 
W. Va....| Lewis. | 21859 | Iss. 
W. Va...-| Ritchie.........| 6 11 59 | Iss. 
Kans-_....| Finney--....-- 6 11 59 | Iss. 
i | 
as | Brooks... -| 31659} Wed. 
N.Mex_-.| San Juan........| 6 19 59 | Iss, 
W. Va...-.| Calhoun.....-. --| 512 59 | Iss, 
RS: Hansford -.....- 5 159 Iss. 
eins pa 3 16 59 | Wtd. 
Dl in messid Webster....--.. | 3 6 59} Iss. 
| 
} 
Tex ---| Harrison........| 6 12 59 | Iss. 
W. Va.....| Doddridge.....- 2 10 59 | Iss. 
W.Va.....| Doddridge.....- | 210 50 | Iss. 
} ! 
W.Va.....| Doddridge.....- | 210 59! Iss, 
N. Mer_-.| San Juan_....-..| 6 19 59 | Iss. 
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NEW SERVICE CERTIFICATES—Continued 










PRODUCER #, DOCKET NO, 
AND PURCHASER # 


FIELD NAME DISPOSI- 





Honolulu Oil Corp., et al.: 
11564 Permian Basin Pipe 
Line Co, 
Horizon Oil & Gas Co., et al.: 
14868 Kansas-Nebraska Na- 
tural Gas Co, 
16156 Northern Natural Gas 
Co. 
Harry M. Hoxsey: 
16986 Consolidated Gas Util- 
ities Corp. 
James A. Hughes, et al.: 
16456 Equitable Gas Co.....-- 
Hughes River Oil & Gas Co.: 
16549 Hope Natural Gas Co--- 
Humble Oil and Refining Co.: 
9008 El Paso Natural Gas Co. 
15272 Coastal States Gas Prod- 
ucts Co, 
17008 El Paso Natural Gas Co. 
17105 United Fuel Gas Co-....- 
17200 El Paso Natural Gas Co. 
Lamar Hunt: 
15161 Texas-Illincis Natural 
Gas Pipe Line Co. 
F. R. Jackson: 
13026 Texas Eastern Trans- 
mission Corp. 
Geo. Jackson: 
14998 Equitable Gas Co____._- 


seccsce] SOY csccccesee 4 8 59 


seccne] SUED sssccccnce- 5 12 59 


PORE cnciccnenid Woleustnkcs 218 59 


Mayflower. ........-. 


Skin Creek.......-.- o VEi.nce-| LOWIB...-<.c2000 2 10 59 


Southwest District. 






eee 
Go Around Bayou. . 
Bisti Gallup.......-. 


CRAG WR. cctcccesce 


Skin Creek District.| W. Va....| Lewis.........-- 4 859 


15244 Hope Natural Gas Co._.| New Milton Dis- 3 6 59 
trict. 
Chas. B. Johnston, Jr.: 
14204 Hope Natural Gas Co...| Meade District...... a. 5 459 
14206 Hope Natural Gas Co...) Meade District......| W. Va....| Tyler........... 5 459 
Jones-O’ Brien, Inc.: 
8233 Arkansas-Louisiana Gas | Ivan................| La........| Caddo-.......... 3 16 59 
Co. 
8234 Arkansas-Louisiana Gas | Ivan..............-.| La........| Caddo......-..-. 3 16 59 
Co. 
Keener Oi] Corp.: 
12575 Champlin Oi] and Re- | Witcher.............| Okla......| Oklahoma....... 6 26 59 
fining Co. 
Lawrence C. Kelly: 
18187 E] Paso Natural Gas Co.| Bisti Gallup........ - Mex...| San Juan........ 6 19 59 
William Kerns Oil & Gas Co.: 
15498 Hope Natural Gas Co...; Murphy............| W. Va....| Ritchie.......... 5 5 59 
Kerr McGee Oil Industries: 
16565 Colorado Interstate Gas | Keyes...............| Okla......| Cimarron....... 6 19 59 
Co. 
16992 United Fuel Gas Co..... DATO oc cnendcnncens| Tic cansces| GRR ecened 6 459 
Kay Kimball Oil Properties: 
13558 El Paso Natural Gas Co.| Hirsch Clearfork....| Tex......- 6 11 59 
King Oil and Gas Co.: 
15230 Hope Natural Gas Co...| Murphy District.... oC elnnesl MUD eenaal 1 259 
La Gloria Oil & Gas Co.: 
14996 Texas Eastern Trans- | Bird Island.........| Tex.......| Kleberg......... 4 859 
mission Corp. 
John E. Lydle, et al.: 
15156 Hope Natural Gas Co...| Sheridan District...1 W. Va....! Calhoun........ 3 6 59 


See footnotes at end of table, p. 942, 


DISPO- 
TION DATE|SITIONS 





Iss. 
Iss. 


Iss. 


Iss. 


Iss. 
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an 

















PRODUCER #, DOCKET NO. FIELD NAME STATE COUNTY DISPOSI- | DISPO- 
AND PURCHASER # TION DATE|SITION ! 
Lyman-Damascus Operations: 
13685 Tennessee Gas Trans- | Bailey.........._._. Weis Nueces.......... 6 12 59 | Iss. 
mission Co. 
13852 Tennessee Gas Trans- | Mary (Frio Sand)...| Tex.__..._ Jim Wells....... 6 12 59 | Iss. 
mission Co. 
Lyons & Logan, et al.: 
13045 Texas Eastern Trans- | Woodlawn.._.....__ eeexdsebadas Harrison. ....... 4 8 59} Iss. 
mission Corp. 
McCall Drilling Co., Inc.: 
15709 Equitable Gas Co....... Freemans Creek....| W. Va....| Lewis........._- 2 18 59 | Iss. 
Houston Natural Gas Production 
Co.: 
9046 Texas Gas Pipe Line | Unnamed___________ Weer c7 Jefferson. _...... 3 30 59 | Iss. 
Corp. 
Jim MecMurrey: 
13549 Texas Eastern Trans- | Tatum.._._......__- i iinwss a sciscicsdsctil 6 11 59 | Iss 
mission Corp. 
Magnolia Petroleum Co., et al. 
13216 El Paso Natural Gas Co-| Spraberry Trend__._| Tex._____- WptRRiacnsntsd 6 26 59 | Iss. 
15017 Trunkline Gas Co-...--.- Siri isincestces Iss. 
15182 Northern Natural Gas | McKinney. Iss. 
Co. 
15183 Cities Service Gas Co...| Elwood_..._.._____- Kans....-. arte cd 3 659 | Iss. 
15241 El Paso Natural Gas Co.| King Mountain____- CP. Upton ..... 1 259) Iss. 
15270 Trunkline Gas Co-...... San Carlos.......... Wend Hidalgo 5 1 59 | Iss. 
16379 El Paso Natural Gas Co-_} Bisti Gallup_______. N. Mex.-.-} San Juan........| 6 19 59 | Iss. 
Louis H. Martin, et al.: 
13166 Cities Service Gas Co-...| Unnamed_______.__- Kans...._. Derwe. sisZ 6 26 59 | Iss. 
J. 8. Michael: 
16570 Trunkline Gas Co-..-.... Alte Bethe. cnn Tex.*.....| Galveston..._._- 5 22 59 | Iss. 
J. 8. Michael Co., et al.: 
16551 Trunkline Gas Co...-..-- Alta Loma____._...- TF Galveston...___- 5 22 59 | Iss. 
Middle States Petroleum Corp.: 
14836 United Gas Pipe Line | Normanna.__-_____- Tea*......1 BOK Sew 4 13 59 | Iss. 
Co. 
15134 United Gas Pipe Line | Cabeza Creek Area..| Tex._____. eet skits 4 8 59 | Iss. 
Co. 
Mobley & Stephens: 
16562 Texas Gas Transmission | Dubberly N..____- Basins Webster. ..._._. 6 19 59 | Iss. 
Corp. 
Monsanto Chemical Co.: 
14799 Northern Natural Gas | Fincham.._________- Kans.*_...| Meade.........- 5 5 59| Iss. 
Co. 
14874 United Gas Pipe Line | Broussard Area..___ | es Lafayette*...._. 5 12 59 | Iss. 
Co. 
15290 Northern Natural Gas | Glenwood.._..___._- Obie... .... ORS cen 1 259} Iss. 
Co. 
Moore & Fox Bickerstaff Lease: 
15495 Penova Interests. -...... Brohard-Murphy...| W. Va....| Ritchie. _._.___- 2 18 59 | Iss. 
J. H. Moore: 
8769 Permian Basin Pipe Line | Eumont Pool...__.- Me, Miami Raise... stis 3 23 59 | Iss. 
Co. 
J.C. Cunningham Gas Co.: 
16497 Hope Natural Gas Co...| Murphy-......____. W. Va....| Ritchie........_. 5 5 59 | Iss. 
H. J. Mosser: 
16721 Valley Gas Transmission | Alice............____ es Jim Wells.______ 3 16 59 | Wtd. 
Inc. 
16812 Valley Gas Transmission | Alice..............__ , Jim Wells....... 3 16 59 | Wtd. 
Inc. 
Stoka Oil and Gas Co.: 
15277 Hope Natural Gas Co...| Murphy District...| W. Va....| Ritchie......____ {| 5 1659{ Iss 


See footnotes at end of table, p. 942. 
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PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


PRODUCER #, DOCKET NO. 
AND PURCHASER # 


Mound Co., et al.: 

15114 Transcontinental Gas 
Pipe Line Corp. 

Murphy Corp.: 

15140 Arkansas-Louisiana Gas 
Co. 

National Oil Co., Inc., et al.: 
15821 Coastal States Gas 
Products Co. 

Nicklos Oil & Gas Co., et al.: 
16222 Trunkline Gas Co.___. ae 

North Louisiana Gas Co., Inc.: 
13644 Arkansas-Louisiana Gas 

Co. 

Northern Natural Gas Produc- 
tion Co.: 

10001 Northern Natural Gas 
Co. 

10184 Northern Natural Gas 
Co. 

Nue Wells Pipe Line Co.: 

13686 Tennessee Gas Trans- 
mission Co. 

13853 Tennessee Gas Trans- 
mission Co. 

Joseph F. O’ Neill, Jr., et al.: 
14851 El] Paso Natural Gas Co. 
18455 El Paso Natural Gas Co. 

The Ohio Oil Co.: 

15021 Arkansas-Louisiana Gas 
Co. 

The Oklahoma Oil Co.: 

17824 El Paso Natural Gas Co. 

Pan American Petroleum Corp.: 
11969 Pacific Northwest Pipe 
Line Corp. 

Panhandle Eastern Pipe 
Line Co. 

Panhandle Eastern Pipe 
Line Co. 

Northern Natural Gas 
Co. 

United Gas Pipe Line 
Co. 

Northern Natural Gas 
Co. 

Northern Natural Gas 
Co. 

Phillips Petroleum Co... 

El] Paso Natural Gas Co. 

Transwestern Pipeline 
Co. 

Trunkline Gas Co.__.._- 

Lone Star Gas Co..._... 

Trunkline Gas Co. 

Trunkline Gas Co___...- 
17101 El] Paso Natural Gas Co. 

Petro Atlas, Inc.: 

16983 El Paso Natural Gas Co. 

Petrol Production Co.: 

11268 Tennessee Gas Trans- 
mission Co. 


15162 
15188 
15224 
15225 
15226 
15256 
15287 
15305 


15389 


15438 











FIELD NAME STATE COUNTY DISPOSI- 
Cowpen Creek_..... La........| Beauregard..... 5 159 
Greenwood-Waskm.} La.......-. Caddo..........| 1 259 
2 oe BBinctecen Beet... assce 4 14 59 
gg | Diccinet Vermilion._..... 5 22 59 
Longwood. ......... hecncened Caddo.......... 6 12 59 
Hugoton. .-......... Kans.*_...| Seward *........ 3 23 59 
i 8 coh COR ic istics 1 26 59 
DOG int cntinicimans WOE nccsus SOR acnnninis 6 12 59 
7 Ary (Frio Sand).../ Tex..--...- Jim Wells....... 6 12 59 
Jack Herbert.......- Weliccises WE canndunne 5 12 59 
Jack Herbert.......- TOBacccees Upton..........| 6 8 59 
Jefferson-Rodes- ...- POR cccee Marion. ......-. 4 859 





Gallegos Gallup...-- N. Mex.-.-.| San Juan.......- 6 19 59 
8. Blanco Picture...| N. Mex...| Rio Arriba 6 19 59 
Enns-Camrick--._... OR. W..s ee 3 659 
RE TT Okia.*®.....} Benvet..<....-<. 3 659 
Glenwood S.........| Okla..._.. DOAVEl..ccscssow 3 659 
Napoleonville._....- ii casiuie Se ciniateinsiesieiicds 1 2659 
Camp 8.W.........- a BB isitsciistcnnis 5 159 
Mamweoe. . <<... Gls. «2.02 ee 1 259 
Furman-Mascho....| Tex......- Andrews_......- 5 159 
NE WY antichcnisececnan N. Mex...| San Juan.... 1 259 
RIE, Sic nascent DeBadncased eo 1 159 
Blocks 14, 15, 16..... Ei cccccst OO CRs aden 5 22 59 
Velmatatum 8.W.._| Okla.....- Stephens * 3 31 59 
Freshwater Bayou..| La.......-. Vermilion......- 5 22 59 


La........| Vermilion. 
N. Mex.*.| San Juan......-- 


5 22 59 
6 19 59 





Gallegos Gallup._._- N. Mex...| San Juan 6 19 59 


5 159 





See footnotes at end of table, p. 942. 








Iss. 


Iss. 
Iss. 
Iss. 
Rej. 


Iss. 


Iss. 
Iss. 
Iss. 
Iss. 
Iss. 
Iss. 
Iss. 
Iss. 
Iss. 
Iss. 
Wtd. 
Iss. 
Iss. 
Iss. 
Iss. 
Iss. 


Iss. 


Iss. 
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PRODUCER #, DOCKET NO. FIELD NAME STATE COUNTY DISPOSI- | DISPO- 
AND PURCHASER # TION DATE|SITION! 


Petroleum Inc.: 


16453 Cities Service Gas Co...| Unnamed........... Kans. .... een 3 31 59 | Iss. 
Phillips Petroleum Co.: 














8341 El Paso Natural Gas Co_ Iss. 
8342 El Paso Natural Gas Co. Iss. 
14949 Permian Basin Pipe Iss. 
Line Co. 
15306 El Paso Natural Gas Co_ Iss, 
| 15471 Trunkline Gas Co.._.... Iss. 
15472 Trunkline Gas Co._._._. ee : Brazoria *_...... 5 22 59 | Iss. 
15500 United Gas Pipe Line | West Edna_-----.-- eo Jackson......... 2 18 59 | Iss. 
Co. 
15809 United Gas Pipe Line | Old Ingleside.......| Tex.....- San Patricio....| 2 18 59 | Iss. 
Co. 
16582 Panhandle Eastern Pipe | Acreage............. ee... en aasnetaci 5 159 | Iss. 
Line Co. 
16750 Natural Gas Pipe Line | Camerick........... Ce eR ikccscean 2 9 59 | Iss. 
Co. of America. 
17024 El Paso Natural Gas Co_} Bisti Gallup..-..... N. Mex...| San Juan.-...... 6 19 59 | Iss. 
| The Preston Oil Co.: | 
13043 Hope Natural Gas Co...| Mannington Dis- | W. Va....| Marion... 4 8 59| Iss. 
trict. 
Producing Properties Inc.: | 
13600 Tennessee Gas Trans- Deckers Prairie... EE NN naciccee 3 6 59 | Iss. 
mission Co. 
L. W. Prunty: | 
15499 Hope Natural Gas Co...| Old Prunty Union..| W. Va_.-. Ritchie._.__.._.| 5 5 59 | Iss. 
The Pure Oil Co.: 
16548 Colorado Interstate | Keyes............... i Cimarron. ...... 6 19 59 | Iss. 
Gas Co. 
B. H. Putnam, Jr., et. al.: 
16523 Hope Natural Gas Co...| Putmam............. Wea Vilscoud WOU cocciennen 2 9 59} Iss. 
Clara & Cleo Ray: 
15274 Coastal States Gas Prod- | Beeville._.._........ oh Wan edeaes 1 2659) Iss. 
ucts Co. 
V. R. Reese & Associates Inc., et. 
al.: 
18112 El Paso Natural Gas Co_| Bisti................ N. Mex...| San Juan........ 6 19 59 | Iss. 
Reef Fields Gasoline Corp.: 
18273 El Paso Natural Gas Co.) Good..............- ee Berées *........ 4 8 59) Iss. 
Renwar Oil Corp.: 
15518 United Gas Pipe Line | Old Ingleside. ......) Tex....... San Patricio*...| 2 18 59 | Iss. 
Co. 
Republic Natural Gas Co., et al.: 
13207 Colorado Interstate Gas | Adams Ranch....._. co i iccnctinns 6 26 59 | Iss. 
Co. 
J. F. Ruffin, Jr.: 
13569 United Gas Pipe Line | Maxie-Pistol Ridge..}| Miss...... Pearl River..... 6 11 59 | Iss. 
Co. 
Caroline Hunt Sands, et al.: 
16492 United Gas Pipe Line | Oberlin N.W-........ Tans Se SSS 2 10 59 | Iss. 
Co. 
French A. See, et al.: 
16276 Equitable Gas Co....... Collins Settlement..| W. Va....| Lewis........... 2 10 59 | Iss. 
Sells Petroleum Co.: 
2662 Arkansas-Louisiana Gas | 8. Hallsville......... ye Pear... 1 6 59/ Rej. 
Co. 
Paul, Shaffer, et al.: 
16722 Columbian Carbon Co..! Jefferson............ W. Va....! Nicholas........1 5 1 59! Iss. 


See footnotes at end of table, p. 942. 
556-794-6362 
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FIELD NAME 





PRODUCER #, DOCKET NO. 









STATE DISPOSI- 
AND PURCHASER # TION DATE 
Shamrock Oil and Gas Corp.: 
9566 Natural Gas Pipe Line | West Panhandle....| Tex._..... 1 15 59 
Co. of America. 
15248 Panhandle Eastern Pipe | Liberal.............. saad 1 259 
Line Co. 
16148 Phillips Petroleum Co...| Hugoton............ ee 5 159 
Shell Oil Co.: 
13167 Northern Natural Gas | Englewood--......_.- Kans.....- 6 26 59 
Co. 
15001 Transcontinental Gas | Bear..............-- MPismact 4 859 
Pipe Line Corp. 
15301 United Fuel Gas Co....- B17-Cameron E._..- a 1 26 59 
15987 El Paso Natural Gas Co_| Bisti Gallup..--.... N. Mex... 6 19 59 
16391 Northern Natural Gas | Perryton W.-..-...-- Welcasnsel 3 31 59 
Co. 
Shell Oil Co.: 
11852 Permian Basin Pipe | Prentice............- BOR cates 4 859 
Line Co. 
Shiprock Industries Inc.: 
17983 El Paso Natural Gas Co_| Bisti Gallup..-_.-..- N. Mex... 6 19 59 
Siboney Petroleum Corp.: 
13854 Lyman, C. V...-.......-. 7ary (Frio Sand)....| Tex-...... 6 12 59 
Keith F. Walker, et al.: 
15338 Lone Star Gas Co.......| Robberson.........- Okla. ....- 5 159 
Sinclair Oil and Gas Co.: 
13128 Trunkline Gas Co-._-...- Vasquez & Ostrum..| Tex._....- 6 26 59 
13220 Natural Gas Pipe Line | Lips........--...... ls atieiacs 6 26 59 
Co. of America. 
13567 El] Paso Natural Gas Co.| University B9....... ME iiciansal 6 11 59 
13568 Cities Service Gas Co....; Rhodes..........-..- Kans...... 6 11 59 
15291 Northern Natural Gas | Elmwood N.E...-.. i 5 159 
Co. 
15373 Texas Eastern Transmis-| Gist................- i ceiea 5 5 59 
sion Corp. 
17810 Michigan Wisconsin | Laverne............- GOR. ance 6 16 59 
Pipe Line Co. 
Skelly Oil Co.; 
13044 El Paso Natural Gas Co.| Unnamed_-___....... ee 4 8 59 
13274 El Paso Natural Gas Co.| Good...............- 3 4 8 59 
15463 E] Paso Natural Gas Co.| Bisti Gallup........ N. Mex..-| San Juan. 6 19 59 
16350 Kansas-Nebraska Natu- | White..............-. eo 5 159 
ral Gas Co. 
16546 El] Paso Natural Gas Co.| Gallegos Gallup._..-. N. Mex.-.-.| San Juan. 6 19 59 
Slick Oil Corp.: 
15159 Texas Eastern Trans- | Mud Flats.........- Weliiinnia 1 2659 
mission Corp. 
15397 Tennessee Gas Trans- | Witte..............- DR connnnt 5 5 59 
mission Co. 
16362 Texas-Illinois Natural | Witte.............. ee 3 31 59 
Gas Pipe Line Co. 
16386 United Gas Pipe Line | Peden..--.-........ UE ancien A Sinise 3 31 59 
Co. 
Smith and Barker Oil and Gas 
Co.,: 
15258 Hope Natural Gas Co...| Lee District.....__.- W. Va....| Calhoun........ 1 259 
Southern Union Gas Co.: 
16781 E] Paso Natural Gas Co.! Bisti Gallup.......-. N. Mex.--.! San Juan.......- 6 19 59 


See footnotes at end of table, p. 942. 
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PRODUCER #, DOCKET NO. FIELD NAME STATE COUNTY DISPOSI- | DISPO- 
AND PURCHASER # TION DATE|SITION! 
Southland Royalty Co.: 
8475 El Paso Natural Gas Co..| Southland. -......-- We acsne 0 — 1 26 59 | Iss. 
Southwest Natural Gas Produc- 
tion Co.: 
11204 United Gas Pipe Line | Sibley..........---- La........| Webster........| 4 14 59 | Iss. 
Co. 
Southwestern Development Co.: 
16438 Hope Natural Gas Co...| Murphy--..-..--.-- Wi Vai...t Bsc... 3 31 59 | Iss. 
Spencer 1: 
16273 Carnegie Natural Gas | Freemans Creek....| W. Va_...| Lewis__..._-...- 2 10 59 | Iss. 
Co. 
W. F. Stalcup: 
14881 Northern Natural Gas | Elmwood-...--...--- CMBR nnn Beaver.........- 5 12 59 | Iss, 
Co. 
Stanolind Oil and Gas Co.: 
7500 El Paso Natural Gas Co__| Spraberry.......-.--- SOR cccncuk Can ces 6 19 59 | Iss. 
10799 El Paso Natural Gas Co-| Gallegos Canion....| N. Mex.-.| San Juan-....._- 3 259 | Wtd. 
Starcher Oil & Gas Co.: 
16585 Hope Natural Gas Co...| Lee.......---.------ W. Va_...| Calhoun........| 6 19 59 | Iss. 
Starr & Cayton: | 
16369 Hope Natural Gas Co.._| Courthouse-_..____-- le Cli cn lt i etetacnd 3 31 59 | Iss. 
Statex Petroleum, et. al.: 
15266 Northern Natural Gas | Daniel_--....-._...- TE isn sce Caceres 1 259 Iss. 
Co. | 
Steeple Oil and Gas Co., et. al.: 
12707 Natural Gas Pipe Line | Quinduno..___._._- mae Roberts. __.._._- 3 16 59 (Iss. 
Co. of America. 
Harry Stevens, et. al.: 
16372 Hope Natural Gas Co...) Center..........__-- W. Va....| Calhoun........ 3 31 59 | Iss. 
Gordon Street Inc., et al.: 
15392 Tennessee Gas Trans- | Lick Branch. -.-.---.-- Welibcaisus San Jacinto*....| 5 5 59 | Iss. 
mission Co. 
Subsurface Reserve Corp.: 
9672 ‘Texas Eastern Transmis- | Kattie--..........-- sodead: Live Oak*_-...-- 6 5 59 | Iss. 
sion Corp. 
Sun Oil Co., et al.: 
8591 El Paso Natural Gas Co..| Noelke...........--- Wessansse Crockett.......- 1 26 59 | Iss. 
13046 Texas Eastern Trans- | North Beeville..._-.- <a lh ccncctindann 4 8 59 | Iss. 
mission Corp. 
14487 Northern Natural Gas | Perryton W-.........| Tex. ....-. Ochiltree........ 5 12 59 | Iss. 
Co. 
16007 Cities Service Gas Co....| Eureka--..........- Okla.....- Mer s cas 5 159 Iss. 
16774 El Paso Natural Gas Co.| Bisti Gallup--.......| N. Mex...| San Juan--....- 6 19 59 | Iss. 
Sun Oil Co.: 
12709 Coastal States Gas Pro- | Hidalgo....-.......- eliosonad Hidalgo. ........ 4 8 59 | Iss. 
ducing Co, 
The Superior Oil Co.: 
16147 Trunkline Gas Co.....-.. | Altaloma............ Tex.......| Galveston®......| 5 22 59 | Iss. 
B, E. Talkington, et al.: 
15247 Hope Natural Gas Co..-| Union District....-- W., Va....| Ritchie........./ 1 2 60] Iss. 
Tex Star Oil & Gas Corp., et al.: 
17492 Coastal States Gas Pro- | Appling............- Ee Calhoun.......-. 3 250) Wtd. 
ducing Co. | 
17494 Coastal States Gas Pro- | Appling...........-. DR sie: Calhoun.......- 3 269) Wtd. 
ducing Co, 
17496 Coastal States Gas Pro- | Appling............. PU cctaas Calhoun. ....-..- 3 259) Wtd, 
ducing Co. | 
17497 Coastal States Gas Pro- | Oliva-............-- Oh cia Calthoun.-.......| 3 259 | Wtd. 
ducing Co. 


See footnotes at end of table, p. 942. 
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PRODUCER #, DOCKET NO. 


FIELD NAME STATE COUNTY DISPOSI- | DISPO- 
AND PURCHASER # 


TION DATE|SITION! 


Texas Co., The: 

13028 Tennessee Gas Trans- | Bayou Penchant....) La.._...-- Terrebonne. -.... 4 8 59 | Iss. 
mission Co. 

13076 El Paso Natural Gas Co.} Todd Northwest_...| Tex.__.... Crockett........ 6 26 59 | Iss. 

13186 Colorado Interstate Gas | Mocane.--.....-...- ORM. cas OR in csektann 6 26 59 | Iss. 
Co, 

14332 Rio Grande Eastern | Palito Blanco.....-- WRRicscaus. Jim Wells_...... 4 459| Wtd. 
Corp. 

15111 Coastal States Gas Pro- | Cologne W-........-. Waccnks Victoria......... 1 2 59) Iss. 
ducing Co. 

15284 El Paso Natural Gas Co.| Blanco-Mesaverd...| N. Mex.--| San Juan--_...-- 1 2 59} Iss, 


Texkan Oil Co., et al.: 


16783 Valley Gas Transmis- | Alice................ WOE cnasen Jim Wells....... 3 16 59 | Wtd, 
sion Inc. 

16784 Valley Gas Transmis- | Alta Mesa--.-.....-- BR icncin ee 3 16 59 | Wtd. 
sion Inc. 

16785 Valley Gas Transmis- | Viboras........-...- ciate TT acca stcimmins 3 16 59 | Wtd. 
sion Inc, 

16786 Valley Gas Transmis- | Whitted--..........- SiGsccaes Hidalgo......... 3 16 59 | Wtd. 
sion Inc, 


Texoma Production Co.: 
14864 Cities Service Gas Co--- 
Tidewater Oil Co.: 
16267 Trunkline Gas Co-._...-- 
Tidewater Oil Co.: 
10393 Transcontinental Gas 
Pipe Line Corp. 
G. W. Townsend, et al.: 
10403 Tennessee Gas Trans- 
mission Co. 
J.C. Trahan Drilling Contractor: 
13025 Texas Eastern Trans- 
mission Corp. 
14867 Tensas Gas Gathering 
Corp. 
Tri-Mark Oil Co.: 
15003 Transcontinental Gas 
Pipe Line Corp. 
Union Oil Co. of California: 


Waynoka N.E----.- En csau Ws ce cuccghia 5 12 59 | Iss. 
Chocolate........... WOR asin Brazoria........| 5 22 59 | Iss. 


DR ccceecneced Bs ene Vermilion....... 1 26 59 | Iss. 


Underwood.......-- inci DO ss ccccris 2 20 59 | Dis. 


i ciescicsescbincincinice ic wciticicoes ONE wndnosies 4 8 59 | Iss. 


Locust Ridge-.....- TR sencazcs ee 5 12 59 | Iss. 


Se ee Pihvkensd ee 4 8 59] Iss. 


13121 Kansas-Nebraska Natu- | Camrick Area.......| Okla...... Beaver*......... 6 26 59 | Iss. 
ral Gas Co. 

15485 Trunkline Gas Co-....... B67-Offshore...-.-._- er Off Shore -_....- 5 22 59 | Iss. 

15486 Trunkline Gas Co....... B26-Offshore..-....-- Bi iininioag Off Shore --..... 5 22 59 | Iss, 

15487 Trunkline Gas Co--.-... N. Fresh Water..._- Meccan Vermilion......- 5 22 59 | Iss. 


16575 Northern Natural Gas 
Co. 
Union Producing Co.: 


PD csinistuncnes _, Hansford......_- 6 19 59 | Iss. 





15077 Southern Natural Gas | Dexter Area.........| Miss_....-. Marion®- -...... 5 159} Iss. 
Co. 
U.S. Smelting, Refining, & Min- 
ing Co.: 
14885 El] Paso Natural Gas Co. 5 12 59 | Iss. 
14891 FE] Paso Natural Gas Co. 1 259} Iss. 
Valley Gas Products Inc.: 
16734 Valley Gas Transmis- | 7osser..............- Ns savaiciacl re 3 16 59 | Wtd. 
sion Inc. 
Mercury Oil and Gas: 
15023 Hope Natural Gas Co...| Murphy District....| W. Va_...| Ritchie -......- 4 8 59] Iss. 
15246 Hope Natural Gas Co...| Murphy District....| W. Va....| Ritchie _........| 1 2 59] Iss. 
15322 Hope Natural Gas Co...| Murphy District....| Pa........ ee 1 2 59 | Iss. 


See footnotes at end of table, p. 942. 


















































PRODUCER LIST 939 
NEW SERVICE CERTIFICATES—Continued 


PRODUCER #, DOCKET NO. FIELD NAME STATE COUNTY DISPOSI- | DISPO- 
AND PURCHASER # TION DATE|SITION! 


Earl Vest, et al.: 
16389 West Texas Gathering | Emperor-Deep...... Weisessen Wei cscscen 2 10 59 | Iss. 
Co. 
The Vickers Petroleum Co., Inc., 
et al.: 
15025 Panhandle Eastern Pipe | Hugoton............ Kans...... Morton......... 4 8 59 | Iss. 
Line Co. 
Walters Drilling Co., et al.: 
16374 Cities Service Gas Co--_.| Harper-.............- ee cada Te iakanntccen 3 31 59 | Iss. 
C. B. Webster: 
13548 Texas Eastern Trans- | Tidehaven.......... Te Matagorda...... 6 11 59 | Iss. 
mission Corp. 
Louis H. Weltman, et al.: 


13687 Lyman, C., V.....-..-..... cities dnonti ania | 6 12 59 | Iss. 
Carl J. Westlund, Inc.: 

17807 Phillips Petroleum Co...| Maljamar E--....... a DE cil Mi Ristctetnctinciioen 4 159] Wtd. 
James A, Wood, et al.: 

13087 Tennessee Gas Trans- | North Ross....-....-. » a ee 6 26 59 | Iss. 


mission Co. 
Woodrum Gas Co.: 
16574 Hope Natural Gas Co...| Griffithsville........ Wy Viliwaad, Se Rincenesan 6 19 59 | Iss. 
Wymore Oil Co., et al.: 
4841 Tennessee Gas Trans- | Permont Area......- oe Jim Wells....... 2 9 59 | Iss. 
mission Co. 
L. 8. Youngblood: | 
15298 Colorado Interstate Gas | Keyes............... | Okla...... Cimarron. ...... 1 2 59} Iss. 


Co. 
1 








See footnotes at end of table, p. 942. 


PRODUCER APPLICATIONS FOR ABANDONMENT OF SERVICE DISPOSED OF 
DURING THE PERIOD JANUARY 1, 1959 THROUGH JUNE 30, 1959 


PRODUCER #, DOCKET NO. 
AND PURCHASER # 


M. B. Armer: 

11586 Cities Service Gas Co... 
The Atlantic Refining Co.: 

16291 United Gas Pipe Line 

Co. 

16292 Delhi Oil Corp 
Bintliff, D. C.: 

9629 Arkansas-Louisiana Gas 


South Fork Gas Co.: 
18754 Hope Natural Gas Co... 
The British American Oil Produc- 
ing Co., et al.: 


16400 Kansas-Nebraska Nat- 


ural Gas Co. 
The Carter Oil Co.: 
12312 Olin Gas Transmission 
Corp. 
Christie Mitchell and Mitche: 
14657 Tennessee Gas Trans- 
mission Co. 
W.S. Cline, et al.: 
16356 Lone Star Gas Co-__.--.. 
Gulf Oil Corp.: 
14716 Natural Gas Pipe Line 
Co. of America. 
H and N Gas Co.: 
11108 Hope Natural Gas Co... 
Hope Producing Co., et al.: 
15537 Arkansas-Louisiana Gas 
Co. 
Houston Natural Gas Production 
Co.: 
9045 Texas Gas Corp.._..-.... 
Jupiter Oils Inc.: 
16906 Tennessee Gas Trans- 
mission Co. 
Kirkwood & Morgan Inc.: 
16875 Tennessee Gas Trans- 
mission Co. 
Lone Star Producing Co.: 
16921 Lone Star Gas Co 
Marine Gathering Co.: 
11089 Tennessee Gas Trans- 
mission Co. 
Ohio Oil and Gas Co.: 
14205 Hope Natural Gas Co... 
14207 Hope Natural Gas Co... 
Pan American Petroleum Corp.: 
13211 Texas Eastern Trans- 
mission Corp. 
Renwar Oil Corp.: 
9646 Trunkline Gas Co...._... 
Republic Natural Gas Co.: 
11198 United Gas Pipe Line 
Co. 














FIELD NAME STATE 

BOOMING i 5 cecnie OB. 36558 
Lewisburg.......... eee 
Ee N. Mex... 
i icticiciciocnd TOR cts 
BRUNO: Snscecdacs Wes COkees 
Rea eacttceckccll Oss... 
Holly Ridge.-....... Bit ctennut 
i cestitimmencel iene 
Panhandle E...___.. Sates 
Boonesville, Ben_...| Tex...-..- 
Elk District......... We Vescs 
ci ccvacennencteeal Dtisiconaak 
Big Hill N.......... ccna 
Fowlerton S......... BOR ceca 
I scsi incicienisedidiasians i. 
Panhandle E...._..-. Oba sontne 
Hagist Ranch. ..._.. ee 
Meade District_..... We Vikan 
Meade District.....- W. Va....| 
E. Myersville._..... TER cssecs 
is cicwniieneoe Ba sencans 
Clarkwood.......... lvcentnia 


See footnotes at end of table, p. 942. 
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COUNTY 


St. Landry-..... 
San Juan........ 


Refugio*........ 


Ritchie.......... 





Jefferson*........ 


MeMullen..---- 


WOE ccc ncuss 


PE otnaneiinied 


hi escainieel 
PE = csncntseen 





DISPOSI- 
TION DATE|SITION 


3 17 59 


4 21 59 


4 21 59 


1 26 59 


6 25 59 


3 6 59 


3 16 59 


5 5 59 


5 27 59 


1 20 59 


| 
2 5 59 


2 3 59 


3 30 59 


4 859 


5 459 


5 19 59 


4 8 59 


5 459 


5 459 


1 259 


3 259 


2 11 59 





DISPO- 


Iss.1 
Iss. 
Iss. 


Dis. 


Dis. 


Iss, 


Iss. 


Iss. 


Iss. 


Iss. 


Dis. 


Iss. 


Iss. 

Dis. 
Dis. 
Dis. 


Iss. 


Iss. 


Iss. 































ABANDONMENT APPLICATIONS—Continued 





PRODUCER #, DOCKET NO. 
AND PURCHASER # 


The Shamrock Oil and Gas Co.: 


11831 Natural Gas Pipe Line | W. Panhandle. 


Co. of America. 
13621 Phillips Petroleum Co... 
13622 Phillips Petroleum Co... 
13623 Phillips Petroleum Co... 
Shelby Gas Co.: 
16455 Hope Natural Gas Co... 
Southwestern Oil & Refining Co., 
et al.: 
16934 Tennessee Gas Trans- 
mission Co. 
Watson Oil and Gas: 
11687 Hope Natural Gas Co... 
Whalen Gas Co., et al.: 


11505 Hope Natural Gas Co-...| Collins District.....| W. Va---- 





PRODUCER LIST 


Collins District 


See footnotes at end of table, p. 942. 
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DISPO- 
TION DATE|SITION! 


Iss. 


PRODUCER APPLICATIONS FOR STATUS DETERMINATION DISPOSED OF DURING 
PERIOD JANUARY 1 THROUGH JUNE 30, 1959 


PRODUCER #, DOCKET NO, 
AND PURCHASER 


Clayton Oil & Gas Co.: 
16980 Hope Natural Gas Co... 
Continental Oil Co.: 
5899 Arkansas-Louisiana Gas 
Co. 
5912 Arkansas Fuel Oil Corp.- 
5915 Lyons, McCord, and 
Logan. 
Far West Trading Co.: 
16969 Kansas-Nebraska Natu- 
ral Gas Co. 
Ernest A. Hanson: 
16919 El Paso Natural Gas Co.| Gallegos Gallup 
Philip M. Lemon, et al.: 
16970 Hope Natural Gas Co...| Union District W.. Viiscas 
L. W. Prunty: 
16974 Hope Natrual Gas Co...) Bone Creek Union..|; W. Va...- 
Bullie Oil Co.: 
16972 Hope Natural Gas Co...| Meade District.....; W. Va.... 


*Indicates that other fields, counties, or States are also included. 


#Producers’ and Purchasers’ name may include et al., trustee, agent, or additional names on certain 
dockets. 


t Iss., issued; Wtd., withdrawn; Rej., rejected; Dis., dismissed; Jur., Commission has jurisdiction. 
942 





